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I. I n t roduc t ion  -- Committee on RTD Oversight 

The l e g i s l a t i v e  Committee on RTD Oversight was establ ished du r ing  
the  1979 Session under l e g i s l a t i v e  j o i n t  Rule No. 32. House Jo in t  
Resolution No. 1005, 1982 Session, amended paragraph (g) of J o i n t  
Rule No. 32 t o  s e t  the  terminat ion  date for  the  committee on January 
1, 1983, the date the e l e c t i v e  RTD board f i r s t  takes o f f i c e .  

The RTD Oversight Committee was created i n  response t o  a 
l e g i s l a t i v e  f i nd ing  t h a t  there  was "a need for  cont inu ing l e g i s l a t i v e  
v i g i  1 ance o f  the manner i n  which the regional  t ranspor ta t i on  d i s t r i c t  
i s  f u l f i l  1 i ng  i t s  s t a t u t o r y  charge." (Senate J o i n t  Resolut ion 12, 
1979) The r u l e  charges the committee w i t h  the f o l  lowing 
r e s p o n s i b i l i t i e s .  

(a) 	 To meet a t  l e a s t  twelve times each year t o  review a l l  funct ions 
o f  the  d i s t r i c t ,  inc lud ing:  

-- content  and r e v i s i o n  o f  the mass t ranspor ta t i on  plan; -- revenues and expenditures o f  the  d i s t r i c t ;  -- short- and long-range planning f o r  the  d i s t r i c t ;  
-- the e f f e c t  o f  the  d i s t r i c t ' s  serv ices and plans on 

employment, commercial and i n d u s t r i a l  a c t i v i t i e s ,  housing 
w i t h i n  the d i s t r i c t ,  and t ranspor ta t i on  hab i t s  and 
prac t ices  o f  the  d i s t r i c t  residents; 

-- compliance w i t h  t h e  s t a t u t o r y  prov is ions governing the  
d i s t r i c t ;  and -- feas i  b i l  ity  o f  appointment o f  board members on the basis o f  
populat ion representat ion. 

(b )  	 To review and comment on the d i s t r i c t ' s  annual budget before  it 
i s  adopted. 

( c )  	 To hold pub l i c  hearings concerning the leve l  o f  services, routes, 
schedules, fees, charges, and any o ther  matters o f  general pub l i c  
i n t e r e s t  t o  the  d i s t r i c t .  

11. A c t i v i t i e s  o f  the Committee 

A t o t a l  o f  eleven rrfeetings were held by the committee between 
May, 1981, and A p r i l ,  1982. Meetings i n  the months o f  September and 
October were used f o r  an ana lys is  and review o f  the  proposed RTD 
budget for  1982. Committee recommendations concerning the budget were 
made t o  the RTD Board o f  D i rec tors  p r i o r  t o  adoption o f  the  1982 
budget. Part I V  o f  t h i s  repor t  concerns the committee's budget 
a c t i v i t i e s .  



Mil ti-Modal Mass Transit and Other Capital Projects 

The commi t t ee  continued t o  actively rnoni tor  RTD capital projects 
during the period covered by th is  report. Of particular in teres t  wzs 
the progress of ongoing planning for a multi-n~odal mass t r ans i t  systen 
for  the Denver metropolitan area. RTD i s  continuing t o  purchase 
right-of-way slong key t r ans i t  corridors, when avai lable, and 
preliminary engineering work on a proposed in i t i a l  segment i s  b ~ i n g  
performed. 

Testimony was presented by Leslie Rogers, Regional Counsel for 
the Urban Mass Transportation Administration (UMTA) on the future o f  
federal funding and involvement in urban mass t rans i t .  I t  wa.s 
reported that  there was very l i t t l e  l i kelihood of federal f u n d ?  ng for 
new rai l  s t a r t s ,  such as l ight  ra i l .  The committee also heard 
representatives of the Denver Chamber of Commerce (February 12,  1982) 
indicate ongoing support from the business community for the rapid 
implementation of a multi-modal mass t rans i t  system. 

In addition to information on planning for l ight  r a i l ,  the 
committee received periodic updates on the progress of constructicn on 
the 16th - Street Transi tway Ma1 1. The committee toured the RTD 
f a c i l i t i e s  a t  the tormer 6urKnaral; Steei LIo~l~pdrryPI c r p e j t j  ;i;l SG~; : :  
Broadway and the new RTD administrative headquarters on Blake Street. 
The committee a1 so fol lowed the progress of construction of the mall 
and the northwest transfer f ac i l i ty ,  the northern terminal of the 
ma11. 

Development of the Kassl er-Cheeseman Block 

A principal focus of committee act ivi ty during 1981 was an 
examination of RTD's contractual arrangements with the John W. 
Galbreath Company of Columbus, Ohio, for the j o i n t  development of the 
Kassler-Cheeseman Block.* RTD had entered a joint development 
agreement with the Galbreath Company i n  order to  lease the a i r  rights 
f o r  a 600,000 square foot office tower to be constructed above RTD's 
underground t r ans i t  terminal on the northeast corner of the block. 
T h i s  agreement was made as part of a "value capture" concept in which 
RTD would gain a fixed rental rate for the building in addition to a 
percentage (38 percent) of the cash flow from the b u i l d i n g ,  a f t e r  the 
Gal breath Company receives a 13.5 percent return on i t s  cash equity. 

The fiscal arrangements were the primary target of persons
c r i t i ca l  of the Ga'lbreath/RTD agreements who contended tha t  the lease 
arrangements did not guarantee any return to RTD beyond the fixed 
rental rate. 

* The Kassler-Cheeseman block Is located i n  downtown Denver 
adjacent to Civic Center Park. I t  i s  bounded by Broadway, 16th 
Street,  Lincol n Street and Col fax Avenue. 



The cmml t t e e  recelved testimony and reviewed these c r i t i c i s m s  a t  
~ Y K )meetings (November 2 and December 3)  and requested an op in ion  from 
the  Attorney General on various features of t he  development and lease 
opt ion agreement (Attachment A). 

RTD responded t o  the  content ions o f  t he  c r i t i c s  a t  a December 16 
press conference and ' i n  a January 5, 1982, presentat ion before t h e' 

canmi t tee .  A l e t t e r  dated January 26 was received from the RTD l e g a l  
counsel who also responded t o  each quest ion ra i sed  by t h e  committee. 
On February 12, 1982, the  conimittee reviewed a s t a f f  memorandum (see 
Attachment B) which d e t a i l e d  the  remaining po in ts  o f  content ion  
between RTD and the  s t a t e  Attorney General ' s  opinion. The committee 
decl ined t o  take any fu r ther  a c t i o n  concerning t h i s  matter. 

Copies o f  t h e  responses t o  committee quest ions from the Attorney 
General and RTD lega l  counsel a re  on f i l e  i n  t h e  L e g i s l a t i v e  Council 
o f f i c e .  

RTD Safety Records/Publ i c  Access t o  Data 

A t h i r d  major area o f  concern i n  1981 was t h e  a c c e s s i b i l i t y  o f  
RTD safety and performance records, s p e c i f i c a l l y  records regarding 
t r a f f i c  accidents i n v o l v i n g  RTD vehic les.  RTD responded t o  requests 
f o r  t h i s  in format ion  by s t a t i n g  t h a t  d i s c r e t i o n  must be exercised by 
the d i s t r i c t  over the  re lease o f  some types of in format ion  due t o  the  
con f iden t ia l  na ture  of t h e  sub jec t  matter, such as c e r t a i n  commercial 
and f i n a n c i a l  data and p r i v i l e g e d  in format ion  such as l awyer / c l i en t  
communications. RTD contended t h a t  accident  repo r t s  represent an 
uncerta in area i n v o l  v ing  conf  i d e n t i  a1 ity o f  records because, among 
other  information, they conta in  in format ion  about RTD personnel, i.e., 
52s ~ ~ ?b2 ~ ~ : fOr :-F-...- ~ ~ ~ 3 2J i i l y. 21,, Grlu25t t l l d w t , i a t i ~ ; i ,~ ~srjsicz1 w m a * ~  ~ i i  

1981, was f u l f i l  l e d  dur ing  the  remainder o f  t he  year. The l a s t  o f  t he  
information was released in December. 

Testimony was presented concerning RTD's sa fe ty  and t r a i n i n g  
procedures by members o f  t he  RTD s t a f f .  The committee a lso  heard 
testimony concerning Colorado's Open Pub1 i c  Records Law and i t s  
possib le app l i ca t i ons  t o  records maintained by RTD. The committee 
decided t o  cont inue i n q u i r i e s  i n t o  t h i s  area as i nd i v idua l  l e g i s l a t o r s  
ra the r  than as a committee. F ina l l y ,  a committee s t a f f  memorandum was 
reviewed which analyzed the  accident r e p o r t  in fo rmat ion  submitted by 
RTD dur ing  t h e  year. Copies o f  t h i s  memorandum are  on f i l e  i n  the  
L e g i s l a t i v e  Council o f f i ce .  

111. L e g i s l a t i v e  A c t i v i t y  i n  1982 Session 

Two b i l l s  r e l a t i n g  d i r e c t l y  t o  RTD were enacted i n  the  1982 
session. The f i r s t  b i l l  described below made several techn ica l  
amendments t o  the  e l e c t i o n  laws f o r  t h e  RTD Board o f  Directors.  The 
second b i l l  pe r ta ins  t o  the  development o f  a f i x e d  guideway system o f  
mass t r a n s i t  i n  the  d i s t r i c t .  



RTD Board o f  D i rec to rs  E lec t i on  - House B i l l  1012 

During t h e  1981 in ter im,  the  committee reviewed preparat ions f o r  
t he  f i r s t  e l e c t i o n  o f  the  RTD Board o f  D i rec tors  scheduled f o r  
November, 1982. The committee recommended a  b i l l  t o  the  1982 session 
o f  the  General Assembly e f f e c t i n g  c e r t a i n  technical  changes i n  the  
e lected board s ta tu te ,  and requested t h a t  t h e  over nor place t h i s  
t o p i c  on the  l e g i s l a t i v e  c a l l .  The committee's recommendations were 
enacted i n  the  fo l l ow ing  prov is ions  o f  House B i l l  1012. 

--	D i rec ts  t h a t  the  board s h a l l  create compact, contiguous d i r e c t o r  
d i s t r i c t s ,  t o  the  ex tent  p rac t i ca l ,  w i t h i n  county boundaries. 

-- Assures representa t ion  of any new areas enter ing  the  d i s t r i c t  
before July 1, 1985. Under t h e  previous s ta tu te ,  such 
representa t ion  would n o t  have been a1 lowed u n t i l  a f t e r  the  1990 
census. 

--	 Places the  e lected Board o f  D i rec tors  under the  Campaign Reform 
Act. 

-- Axends the s t ~ t i t ei f i  regard to " e l e c t i s f i  s e c t f e ~ s "b; c s c f e z f c ;  
i t  w i  t h  prov i  sions f o r  d i  r e c t o r  e lect ions.  

-- Changes the  requirements o f  a  quorum f o r  the  e lected board from 
eleven t o  e ight ,  i n  keeping w i t h  the  new number o f  d i r e c t o r s  t o  
be e lec ted (15). 

-- Allows f o r  the appointment o f  members t o  board vacancies 
occur r ing  p r i o r  t o  January 1, 1983. 

Mass T r a n s i t  -- Senate B i l l  132 

The quest ion o f  whether a  f i xed guideway mass t r a n s i t  system 
s h a l l  be constructed by t h e  Regional Transportat ion D i s t r i c t  w i l l  be 
submitted t o  the  d i s t r i c t  voters i n  1983, n o t  i n  the  1982 general 
e l e c t i o n  as previous law had provided. The quest ion t o  be presented 
i s  whether the  RTD w i l l  be author ized t o  l e v y  an add i t i ona l  sales tax, 
no t  t o  exceed one percent, f o r  mass t r a n s i t .  The date of the  e l e c t i o n  
w i l l  be determined by the  RTD Board o f  Directors,  bu t  w i l l  be he ld  
sometime between March 1 and Ju ly  1, 1983. 

A t r a n s i  t f inanc ing commi ss ion i s  t o  be establ  ished t o  advise the  
d i s t r i c t  on a  comprehensive f inanc ing p lan  f o r  t h e  mass t r a n s i t  
system. Beginning Ju l y  1, 1982, t h i s  commission i s  t o  be composed o f  
f i v e  c i t i z e n s  appointed by the  Governor, w i  t h  concurrence of t he  
Speaker of t h e  House and the  President o f  t he  Senate. Ef fect ive 
January 1, 1983, two members o f  the newly e lec ted RTD Board o f  
D i rec to rs  a re  t o  be added t o  the commission. Dut ies o f  the t r a n s i t  
f inancing commission inc lude  the fo l lowing.  



,-	Submit a f inancing p lan f o r  a f i xed guideway mass t r a n s i t  system 
by March 1, 1983. 

,-	Devise methods t o  use p r i v a t e  f inancing t o  the  maximum ex ten t  
possib le t o  f inance a pub1 i c  t ranspor ta t ion .  

The commission i s  . t o  cont inue t o  advise the  board u n t i l  a 
f inancing p lan  fo r  a f i xed guideway mass t r a n s i t  system i s  implemented 
by the board. 

Another i n t e r e s t i n g  fea ture  o f  S.B. 132 i s  t h a t  met ropo l i tan  
d i s t r i c t s  could be formed w i t h i n  RTD f o r  the  s i n g l e  purpose o f  
f inancing a system t o  t ranspor t  the p u b l i c  by bus, guideway, o r  o ther  
means of conveyance. Improvements and f a c i l i t i e s  t o  be f inanced by a 
metropolitan d i s t r i c t  may n o t  dup l i ca te  o r  i n t e r f e r e  w i  t h  improvements 
o r  f a c i l i t i e s  of an e x i s t i n g  d i s t r i c t  such as the RTD, but  may be 
expected t o  augment mass t r a n s i t  f a c i l i t i e s  of RTD. 

IV. Committee Review of t h e  1982 RTD Budqet 

J o i n t  Rule No. 32 s ta tes  t h a t  t h e  Oversight Committee i s  t o  
review and comment on the  d i s t r i c t ' s  annual budget before i t  i s  
adopted. This review was one o f  the major a c t i v i t i e s  o f  the  committee 
during the  1981 in ter im.  Staff ana lys is  o f  twelve budget issues were 
prepared by t h e  J o i n t  Budget Committee s t a f f ,  ass is ted  by the 
Leg is la t i ve  Council s ta f f .  JBC s t a f f  members p a r t i c i p a t i n g  were Nancy 
Peters, Kenneth Conahan, and Larry Buzick. L e g i s l a t i v e  Council s t a f f  
members who ass is ted  were Daniel Chapman and David F e r r i l l .  

The ana lys is  o f  the F W P ~  hlrA=at=.r:, !2:;:2; i - I G V  irweu WI$ 1 ~  

September 9 and September 17. Committee recommendations on fou r  
issues were submitted t o  the  RTD Board o f  D i rec to rs  p r i o r  t o  adoption 
of t he  I982 budget. RTD Executive Di r e c t o r j k n e r a l  Manager L.A. "Kim1' 
Kftnball responded t o  these recommendations i n  a l e t t e r ,  dated October 
5 (Attachment C) .  W. Kimbal 1 s ta ted, "Your s p e c i f i c  
recommendations on the  above mentioned areas o f  concern have been 
f o r ~ a r d z d  d i r e c t l y  by you t o  each member a t  the  board, and I 3m 
c e r t a i n  they w i l l  g i ve  them f u l l  cons idera t ion  p r i o r  t o  t h e i r  adopt io r  
of t he  1982 budget." 

The budgetary issues reviewed by the committee are presented 
belcw. 

I. 	issues on which the commi t t e e  submi t t e d  recommendations : 

Issti? #1  Follow Up on Last Year's Recommendation t o  the  RTD 
Board. 

Issue 83 RTD Budget Process. 
Issue f 6  L i g h t  Ra i l  In format ion Campaign. 
issue #9 Special Services and Operations. 



11. 	 The fo l l ow ing  issues concerning the  d i s t r i c t ' s  1982 budget were 
a1 so d i  scussed, bu t  formal recommendations on these issues were 
n o t  submit ted t o  the  d i s t r i c t .  The JBC s t a f f  ana l ys i s  o f  these 
issues are  contained i n  Attachment D. 

Issue #2 Peer Group Comparisons o f  U.S. T r a n s i t  Agencies by 
Selected Factors. 

Issue #4 Does t h e  1982 Budget Represent a 7.4% Decrease? 
Issue #5 Funds f o r  Primary Corr idors.  
Issue #7 Impact o f  the  June, 1981 Fare Increase. 
Issue #8 Revenue Pro jec t ions .  
Issue #10 Community T r a n s i t  Centers (CTC ' s )  . 
Issue #11 Route S p e c i f i c  P r o d u c t i v i t y  Measures. 
Issue #12 Workmen's, Compensation Se1 f- Insurance Program. 

Issue #1-- Follow-Up on Las t  Year's 

Recommendations t o  t he  RTD Board 


JBC S t a f f  Ana lys is  

By and large, t he  RTD board has fo l lowed the  recommendatinnc mad^ 
by t he  Overs ight  Committee l a s t  year. However, two major 
recommendations appear t o  have been ignored. Those two 
recommendations were t h a t  RTD should i n f o m  t h e  Overs ight  Committee o f  
a1 1 changes i n  t h e  adopted budget ( d o l l a r s  and personnel ) as they 
occur, and t h a t  RTD should adopt a formal p o l i c y  on the  necessary 
l e v e l  o f  cont ingency funds (Category IV).  The c h a r t  below p o i n t s  out  
t h a t  t he re  have been major changes i n  RTD's 1981 budget, ma in ly  as a 
r e s u l t  of t h e  "Cost Savings Object ives"  program implemented a t  
mid-year. 

Comparison o f  1981 Adopted 

and Actual (Pro jected)  Budgets 


1981 1981 Actual 
Adopted (Pro jected)  % change 

Revenues 	 $169,703,000 $163,586,000 ( - 3.6%) 

Expendi t u r e s  : 
Category I ( T r a n s i t  Plan- 16,446,200 16,080,200 ( - 2.2%) 

n ing  and Admin is t ra t ion)  

Category II ( T r a n s i t  62,438,400 63,005,700 .9% 
Operations) 

Category I I I (Cap i ta l  ) 61,464,100 53,493,500 (-12.9%) 

Category IV (Contingency) 29,354,300 31,006,700 5.6%) 

TOTAL 	 $169,703,000 $163,785,100 ( - 3.6%) 



RTD maintains t h a t  the  Oversight Committee was not  informed o f  
these changes because the  RTD board has no t  " fo rmal ly  adopted1' the  
changes as the new budget. The board, however, has made changes 
resu l t ing  from the Cost Savings Object ives b inding on a l l  departments. 
The r e p l y  t o  s ta f f ' s  hypothet ica l  quest ion "what i f  the s i t u a t i o n  
improved and a department wanted t o  expend funds i n  excess o f  the  Cost 
Savings Object ive" was t h a t  board ac t ion  would be necessary. It 
remains unclear t o  staf f  how "formal adoption" o f  the  Cost Savings 
Objectives by the RTD board would make the s i t u a t i o n  any d i f ferent .  

I n  regard t o  contingency funds, RTD maintains t h a t  the  concept o f  
contingency i s  misunderstood and no pol i c y  i s  necessary, since such 
funds are merely surplus funds. The Oversight Committee's 
recommendation was t h a t  a formal pol i c y  be adopted so t h a t  RTD be 
assured a prudent l e v e l  o f  reserves. The recommendation was based on 
the idea t h a t  the  reserve: 1) provide enough working c a p i t a l  f o r  45 
days of the  proposed operat ions and admin is t ra t ion  budget; 2) cover 12 
months operat ional costs assuming t h a t  revenues remain f l a t  f o r  one 
f isca l  year, and i n f l a t i o n  remains a t  about ten  percent; and 
3) provide a reserve f o r  c a p i t a l  replacement. Establishment o f  such a 
po l icy  would a l low the l e g i s l a t u r e  t o  monitor RTD's reserve and take 
act ion, if deemed appropriate, i f  the reserve f e l l  below the 
establ ished 1 evel. 

Commi t t e e  Recanmenda t i o n  

Despite past  assurances t o  the contrary,  RTD has not  provided the 
Oversight Committee w i t h  i n f ~ r m a t i o n  concerning changes i n  the  RTD 
budget. The implementation o f  the Cost Savings Object ives program i s  
an instance i n  which major changes i n  the  hltdl]e+ ?!?yc : s t  iiiLrl,S Liea LO 
WAWL:.-- ,; f  Lire h e r s  ign  t Commi t tee .  

RTD should submit t o  the l e g i s l a t i v e  Committee on RTD Oversight 
quar ter ly  f i n a n c i a l  data r e  the RTD budget which r e p o r t  actual  
expenditures, pro jected expenditures, changes i n  the  adopted budget, 
and any changes made between budget categor ies I,I I,111, and I V .  

RTD Response 

"As we ind ica ted a t  the  meeting o f  September 17, we had 
previorrsly o f fe red t o  the  former chairman o f  your committee an 
explanation o f  the Cost Savings Object ive program o f  the  RTD, as i t  
re la tes  t o  the  1981 budget o f  RTD and w i l l ,  o f  course, provide such 
Information t o  your  committee i f  t h a t  i s  desired ... the RTD w i l l  
provide the L e g i s l a t i v e  Oversight Committee f inanc i  a1 quar te r l y  
information as i t  i s  submitted t o  the  Board of Directors."  



Issue #3  -- RTD Budget Process 

;IBC S t a f f  Analys is  

RTD's 1982 budget was developed w i t h i n  the  p o l i c i e s  o f  the Board 
o f  D i rec to rs  and w i t h i n  the  framework o f  t h e i r  1981 Cost Savinas 
Object ives program and the  f i ve-year  T r a n s i t  Development Program. 
Both d o l l a r  and FTE ob jec t i ves  were g iven t o  each department head. 
Each department head and h i s  managers worked ou t  a budget request  
which was submitted t o  the  RTD Of f i ce  o f  Management and Budget (mB)
f o r  analys is .  A f t e r  ana lys i s  by OMB, the budget request was reviewed 
by OMB ana lys ts  and by the  i n d i v i d u a l  department head w i t h  the  
execut ive d i  rec to r .  Any d i f f e rences  between OMB and the  department 
were resolved by the  execut ive d i rec to r .  A f t e r  a l l  departments were 
reviewed, a summary was prepared and presented t o  the  Board of 
D i rec tors .  A f t e r  the  summary presentat ion, t he  Board met i n  i t s  
var ious working committees t o  de l i be ra te  on t h e i r  p o r t i o n  o f  the  
budget. Each working committee voted on a recommendation f o r  a c t i o n  
by the  Board. Later,  t h e  whole board met and fo rma l l y  voted on 
adopt ion o f  the  proposed budget a f t e r  hear ing the  var ious committee 
repor ts .  

I n  the s t a t e  budgetary process, s t a t e  agencies fo l low much the  
same process. F i r s t ,  department heads and t h e i r  managers rece ive  
broad guide1 i nes  from the  governor and t h e i r  execut ive d i r e c t o r ,  and 
they develop requests. Next, these requests a re  reviewed by the  
department's budget o f f i c e  and d i f f e rences  are  resolved by the  
execut ive d i r e c t o r .  Then the  budget i s  summarized and de l i ve red  t o  
the  l e g i s l a t u r e  f o r  approval. A s i g n i f i c a n t  s tep miss ing from RTD's 
budgetary process now occurs. Each budget i s  reviewed and analyzed by 
s t a f f  r e p o r t i n g  d i r e c t l y  t o  t he  l e g i s l a t u r e .  The l e g i s l a t u r e  i s  made 
aware o f  d i f f e r e n t  op t ions  avai lab le,  what programs are  n o t  cos t  
e f f i c i en t ,  which pa r t s  o f  a request are unreasonable, etc.  The 
l e g i s l a t u r e  i s  then ab le  t o  make decis ions on the  requests. 

A1 though RTD mainta ins t h a t  i t s  budgetary process i s  r i go rous  and 
i t s  budget n o t  i n f l a t e d ,  several observat ions must be made. F i r s t ,  
al though RTD's i n t e r n a l  budget s t a f f  reviews the  departmental 
requests, t he  execut ive d i r e c t o r  makes the  decision, o f t e n  a 
canpromise, on any d i f fe rences.  Because every employee of RTD works 
for  t h e  execut ive d i r e c t o r ,  they are  bound t o  support h i s  decis ions.  
Without a spending l i m i t ,  t he re  i s  l i t t l e  reason t o  quest ion the  
s ta tus  quo, bu t  t h e r e  i s  an i n c l i n a t i o n  t o  merely add t o  it. I n  
add i t ion ,  board members a r e  part- t ime, many ho ld ing  f u l l - t i m e  jobs 
which prevent them f r a n  having the. t ime o r  the  expe r t i se  necessary t o  
quest ion the  budget requests and method01 ogy used i n  i t s  preparat ion.  
It i s  s i g n i f i c a n t  perhaps t h a t  on l y  one change was made t o  t h e  
proposed RTD budget, t h a t  being t o  s h i f t  $110,000 from Contingency t o  
Category I. 

L i s t e d  below a re  some examples of concerns expressed by t h i s  
s t a f f .  



-- The need for  over $16,000 fo r  special  secur l ty ;  

,-The need for over $7,000 for m i ~ ~ e l l a n e ~ ~ ~r e p a i rr a d i o  when 
there i s  a $98,000 cont rac t  w i t h  Motorola t o  provide t h i s  
service; 

-- The need t o  lease space for  employee park ing f o r  $15,000; 

-- The need f o r  $68,950 f o r  l i b r a r y  books and expenses; 

-- The need fo r  $45,000 fo r  Board o f  D i rec tors  t rave l ;  

-- The need f o r  $155,000 for employee t rave l ;  

-- The need f o r  $560,000 f o r  add i t i ona l  management services; 

-- The need f o r  $295,000 for outs ide lega l  and a u d i t  serv ices ; 

-- The need f o r  $23,000 f o r  dues; 

-- The need f o r  $29,500 f o r  employee recogn i t ion ;  

-- The need f o r  $40,425 for  education assistance f o r  RTD employees; 

-- The need f o r  $25,000 f o r  employee re loca t ion  expense; 

-- The need f o r  $60,000 f o r  contractual  surveyors; and 

-- The need f o r  $96,000 f o r  outs ide f i n a n c i a l  services. 

The above t o t a l s  $1,476,300 i n  areas t h a t  JBC s t a f f  would quest ion i n  
a s ta te  budget review process. 

JBC S t a f f  Recommendation 

The RTD Board should consider h i  r i n g  s t a f f  responsible d i r e c t l y  
to  the board f o r  the  purpose of analyzing the budget request. 

Commi ttee Recommendstion 

The committee encourages RTD t o  continue i t s  p r a c t i c e  o f  using 
sources o ther  than RTD s t a f f  t o  a s s i s t  i n  preparat ion and review o f  
the  budget so as t o  f o s t e r  an a t t i t u d e  of cos t  consciousness i n  which 
programs and expenses are c lose ly  questioned. 

RTD Response 

"The RTD Board and s t a f f  have prev ious ly  used outs ide consul tants 



as p a r t  o f  i t s  budget process which we be l ieve i s  a  r igorous 
examination o f  programs and expenses. We w i l l  cont inue t o  u t i l i z e  
such outs ide assistance i n  the  fu tu re  t o  assure t h a t  our budget 
process i s  sub jec t  t o  thorough review p r i o r  t o  adoption by the board." 

Issue #6 -- L i g h t  Ra i l  Informat ion Campaign 

JBC S t a f f  Analys is 

Colorado Revised S ta tu te  32-9-119 (b) ( I ) ,  as amended, s ta tes  the 
f o l  lowing: 

" I n  a d d i t i o n  t o  any sales tax  1  evied ... t o  provide revenue 
t o  defray the costs  o f  construct ion o f  a  f i x e d  r a i l  mass 
t r a n s i t  system and acqu is i t i on  o f  c a p i t a l  equipment o r  
i n t e r e s t s  i n  r e a l  property necessary f o r  such system ... the 
board, f o r  and on behal f  o f  the d i s t r i c t  a f t e r  approval by 
e l e c t i o n  held pursuant t o  subparagraph (111) of t h i s  
paragraph (b) , s h a l l  have the power t o  l evy  uniformly 
througnoui ihi d i s t r i c t  =n r d d i t i n n a l  sales tax  ..." 

Subparagraph I 1 1  s ta tes :  

"Unless there  i s  pending i n  any cour t  an ac t ion  quest ioning 
the v a l i d i t y  o f  t h i s  sec t ion  o r  the power o f  the d i s t r i c t  t o  
proceed under t h i s  a r t i c l e ,  there s h a l l  be submitted, a t  an 
e l e c t i o n  held concurrent ly  w i th  the s t a t e  general e l e c t i o n  
on November 4, 1980, and, i f  no t  approved, on November, 2, 
1982, the  quest ion ... o f  grant ing the a u t h o r i t y  t o  l evy  an 
add i t i ona l  sales tax  pursuant to, and f o r  the purposes 
speci f ied i n  t h i s  paragraph (b)" (above). 

Subparagraph I V  s tates:  

"No money o f  the  d i s t r i c t  s h a l l  be used t o  purchase 
commercial promotion o r  advertisement t o  urge e lec to rs  t o  
vo te  i n  favor  of o r  against  an add i t i ona l  sales tax a t  any 
e l e c t i o n  held pursuant t o  subparagraph (111) o f  t h i s  
paragraph (b)".  

RTD has proposed the  fo l l ow ing  expenditures f o r  an I'infonnational 
campaign" re la ted  t o  l i g h t  r a i l :  

-Itern Amount 

Market Research $ 40,000 
L i g h t  Ra i l  Informat ion Spots 5,000 
Weekly Ads 51,350 
Radio Spots 33,000 
Dl sp l  ays 10,800 
S l ide  Show 34,100 



Audio Visual Equipment 
F i  1 m i ng Expense 
Room Rent and Mater ia l  s 
General Information Brochure 

2,520 
4,356 

500 
800 

TOTAL $182,426 

According t o  RTD blldget documents, the  $40,000 i n  "Outside 
Servicesu is t o  be used t o  "conduct two market research p ro jec ts  t o  
determine patron and c i t i z e n  awareness and a t t i t u d e  of RTD by serv ice  
and l i g h t  r a i l  'I. Addi t ional  l y ,  t he  Pub1 i c  Af fa i rs /Market i  ng 
Department ind ica tes  i t  intends a 'promotional campaign" t h a t  i s  
designed t o  present RTD as a we1 1-managed organ izat ion  qua1 i f i e d  t o  
operate a complex t r a n s i t  system for the  region. This promotion would 
be a s t r a i g h t  forward image campaign. 

Given what has previously been discussed regarding the defeat  o f  
the  1980 l i g h t  r a i l  referendum, s ta f f  wonders whether the  in format ion 
campaign i s  designed t o  address the issues t h a t  caused the defeat  o f  
the l a s t  referendum, there fore  promoting 1 i g h t  r a i l  and consequent 
increases i n  taxes, which i s  p roh ib i ted  t y  s ta tu te .  One d e f i n i t i o n  o f  
"urge" i s  " to  serve as a motive o r  reason for" .  Depending on i t s  
exact nature, the  information campaign could e a s i l y  serve as a motive 
f o r  vo t ing  i n  favor o f  l i g h t  r a i l .  

JBC S t a f f  Concl u s i  on 

There e x i s t s  a very f i n e  l i n e  between informing and in f luenc ing 
the pub1 i c  regarding 1 i g h t  r a i l .  The informat ional  campaign should be 
c lose ly  monitored t o  inst l re i 2 r . c ~;if t h  tire si;atutes. 

Committee Recommendation 

The committee s t rong ly  recommends t h a t  no monies be expended f o r  
the promotion o f  1 i g h t  r a i l  t r a n s i t ,  and t h a t  any expenditures used 
f o r  an in format iona l  campaign be c lose ly  monitored t o  assure 
compliance w i t h  s t a t u t o r y  p r o h i b i t i o n s  placed on promotional 
campaigns. (Note: This recommendation was incorporated i n  S.B. 132, 
1982 session, as reported on page 4 of t h i s  report . )  

RTD Response 

"As we s ta ted a t  the meeting o f  September 17, RTD funds w i l l  on l y  
be expended f o r  in format iona l  responsi b i  1 it i e s  i n  accordance w i t h  
s t a t e  law." 



Issue #9 -- Spec ia l  Services and Operations 

JBC S t a f f  Analys is  

RTD has many spec ia l  serv ices and operat ions, i nc lud ing  the  
f01 1  owi ng . 

-- M i l e  H i  Shut t le .  Commuters park t h e i r  cars a t  M i l e  High Stadium 
and RTD provides a s h u t t l e  serv ice  t o  downtown. 

-- BroncoRide. RTD provides char te r  and regu la r  serv ices t o  Denver 
Bronco horn f o o t b a l l  games. 

-- Charter  Service. RTD provides cha r te r  serv ice  t o  request ing 
organizat ions.  

-- HandyRide. RTD provides a  curb-to-curb subsc r ip t i on  serv ice  f o r  
handicapped r i d e r s  i n  a d d i t i o n  t o  p rov id ing  serv ice  on r e g u l a r l y  
scheduled routes. 

-- Reserve Fleet .  RTD has r e h a b i l i t a t e d  o lde r  buses and maintains 
them as a  "reserve i i e e t : '  i n  case o f  ~ I Ier1rt:yy eiEi-yEiiij.'. 

-- Package Express. RTD runs a package d e l i v e r y  system between 
Denver and Boulder/Longmont. 

M i l e  Hi Shut t le .  RTD i s  c u r r e n t l y  paying $17,200 t o  p rov ide  
war-iah Stadium f o r  commuters who ark there. This  
w 

i s  a  requirement o f  t he  " c i t y  and County o f  ~envek.  One o f  t h e  
purposes of a  mass t r a n s i t  system i s  t o  decrease the  amount of t r a f f i c  
and a i r  p o l l u t i o n  caused by use o f  p r i v a t e  passenger cars. 
Encouraging commuters t o  cont inue d r i v i n g  downtown ( r a t h e r  than t o  a 
Park-N-Ride) and prov id ing  f r e e  parking seems cont rad ic to ry .  

BroncoRide. The Bronco Ride i s  supposed t o  be a  s e l f - s u f f i c i e n t  
operat ion.  I h e  f o l l o w i n g  c h a r t  shows how successfu1 RTD i s  i n  
recover ing f u l l  c o s t  o f  t h i s  service. 

1980 BroncoRide Costs 

Park-N-Ride Federal Aurar ia  Charters . 

Opera t o r  Wages 
T i c k e t  Handler Costs 
Bus Parking 
Road Supervisor Cost 
Fuel, O i l ,  T i res  

and R e ~ a i r  
~ r o c h u r e 'and T i cke ts  

TOTAL COST 
Tota l  Revenues 

Gain o r  Loss 



,.Overal losses amount t o  $21,555, not  i n c l  udi ng i nd i  r e c t  costs 
incurred. 

Charter Servlce. The fo l lowing char t  shows how successful RTD i s  
I n  recovering fu l l  cost  on charters, when i n d l r e c t  costs such as 
admlnfstrat ive costs are added I n t o  the equation. 

1980 Charter Income Analysls 

Revenue 

Expenses 

Operator Wages and Fringes 

Maintenance Wages and Fringes 

Diesel Fuel 

Oi l /Lubr lcants 

Ant i -  Freeze 

Tf res  and Tubes 

Repai r Parts 

Special Services 

Other Speci a1 Servi ces 


Total D i rec t  Operating $375,650 

I nd i  r ec t  Costs 

Other Category I 1  


Admf nf  s t r a t i v e  Costs 75,130 


Total Costs 
NET INCOME 

Hand Ride. RTD went t o  considerable expense (over $3 m i l  l i o n  i n  -+1981 j u s t  o r  wheelchair l i f t s )  i n  an e f f o r t  t o  comply w i th  federal 
regulat ions (which have since been dropped) t o  have h a l f  o f  i t s  peak 
time buses accessible t o  the handicapped. However, RTD i s  s t i l l  
continuing the HandyRide subscr ipt ion serv lce a t  a projected cost  o f  
$927,600 f o r  1981. 

Reserve Fleet. RTD has $15,200 i n  the 1982 proposed budget t o  
lease a l o t  t o  park the n inety  buses cu r ren t l y  i n  t h e i r  reserve f l ee t .  
The ra t iona le  f o r  the reserve f l e e t  was t o  meet Urban Mass 
Transportat ion Admini s t r a t i o n  (UMTA) regulat ions t o  have an "energy 
emergency contingency plan". However, according t o  UMTA, bus 
companies were never required t o  have such a plan; i t  was completely 
optional.  

Packa e Ex ress.  Total revenues f o r  the express package service 
i n  19.8 T-%?--5 ,255. were 



Projected 1981 Package Express Costs 

Salar ies and Fringes $ 58,700 
Represented Wages and Fringes 67,400 

( 3  operat ion agents) 
Accounting C ~ s t s  (1/2 accounting c l e r k )  12,337 
3% Operator Premium 27,272 
Tra S 1ways 6,600 

TOTAL COST 

JSC S t a f f  Concl us i  on 

RTD i s  p rov id ing  serv ices t h a t  are e i t h e r  no t  cos t  e f f e c t i v e ,  a rs  
dup l ica t ive ,  o r  a re  undesi rable.  

Cornmi t t e e  Recommendation 

Tn keeninn- w i t h  RTD Board po l i cy ,  the  RTD c h a r t e r  serv ice  and the  . 
Bou lder -~enver  Package Express s h a l l  be operated so t h a t  t u  I I cos L 

recovery i s  achieved, in c l  ud i  ng a1 1 d i  r e c t  and i n d i  r e c t  admi n i  s t r a t i v e  
costs. If such a break-even p o l i c y  cannot be implemented, these 
serv ices should be discont inued. 

RTD Response 

"The RTD s ta f f  i s  prepar ing a r e p o r t  and recommendation f o r  the  
Board so t h a t  a break-even p o s i t i o n  can be achieved on package express 
serv ice.  

Issues Under Considerat ion -- Ongoing Concerns 

A number of issues have c a r r i e d  over i n t o  the  i n t e r i m  of 1982. 
Among the  top i cs  having an ongoing impact are the  fo l l ow ing .  

F ixed Guideway Mass T rans i t .  Committee members expressed an 
ongoing i n t e r e s t  i nI n a D f o r  implementation o f  a mu1 ti-modal 
WSSt r a n s i t  system f o r  t he  met ropo l i tan  area. Discussions were he ld  
concerning f inanc ing ,  plans f o r  an i n i t i a l  segment, and the  mechanics 
of a poss ib le  1982 b a l l o t  proposal on the  subject.  The committee 
expressed support  f o r  RTD's cont inued e f f o r t s  i n  p lanning f o r  a mass 
t r a n s i t  system. The committee cautioned RTD t o  avoid even t h e  
appearance o f  us ing d i s t r i c t  monies f o r  an i n fo rma t ion  cafnpaign i n  any 
way t h a t  cou ld  be considered as promotional. 



Senate Bi 1 1 132, 1982 session, contai ns the f o l  lowi ng prohi b i  t i o n  
of t h i s  use o f  RTD funds: 

"No nioneys of the d i s t r i c t ,  from whatever source, nor 
any other publ ic  moneys sha l l  be expended t o  advertise, 
promote, o r  purchase commercial promotion o r  advert i  sement 
t o  urge electors t o  vote i n  favor o f  o r  against any 
addi t ional  sales tax a t  any e lec t ion  held pursuant t o  t h i s  
paragraph ... ". 
Elect ion of the RTD Board o f  Directors. The Oversight Committee 

moni to re  m  e  Novfortheber, 1982, e lec t ion  
of a new board o f  d i rectors.  RTD provided per iodic updates concerning 
the drawing of d i s t r i c t s  and on technical changes regarding the 
i n i t i a t e d  s ta tu te  f o r  d i r ec to r  elect ions. 

Access t o  Pub1 i c  Records. D i  scussions concerning RTD's 
respons ib i l iW i n  re leasing intormation t o  the pub l i c  led  t o  a 
corninittee decision t o  pursue fur ther c l a r i f i c a t i o n  o f  t h i s  issue as 
indiv idual  leg is la tors .  It was agreed t h a t  RTD as a publ ic  agency 
should encourage a s p i r i t  of openness and cooperation wi th  i t s  publ ic  
on the subject o f  release o f  information. 

Safety and Accident Pol i c i e s  and Procedures. The committee 
continued t o  encourage RTD t o  examine i t s  safety and accident 
procedures, p a r t i c u l a r l y  those applying t o  comp'l l a t i o n  o f  accident 
reports. Members expressed concern t h a t  RTD recordkeeping was not 
being u t i l i z e d  as e f f i c i e n t l y  
apprised o f  RTD s t a f f  

as 
e f f o r t s  

possible, 
t o  use 

and 
acc

asked 
ident 

t o  
reports 

be kept 
more 

consistently. 



ATTACHMENT A 

STATE OF COLORADO 

GENERAL ASSEMBLY 

J o i n t  L e g i s l a t i v e  Committee 

on RTD Oversight 


Room 46, State Capi to1  Bu i ld ing  

Denver, Col orado 80203 


December 3, 1981 

The Honorable J. D. MacFarlane 
Attorney General 
Department of Law 
State Services Bu i ld ing  - 3 rd  F loor  
1525 Sherman St reet  
Denver, CO 80203 

Dear Mr .  MacFarlane: 

:kt: lease 
between the RTD and the  John W. Gal breath Company have been submitted 
t o  the L e g i s l a t i v e  C m i  t t e e  on RTD Oversight. These repor ts  are an 
economic analys is by M r .  Frank Vorhies, an economist a t  the  
Univers i ty  o f  Colorado, dated A p r i l  15, 1981, and a commentary 
submitted ldovember 2, 1981, and author ized p r i m a r i l y  by Mrs. Louise 
Vigoda, a developer, and M r .  Rodney Wycoff, a professional  appraiser. 

Two rennrts ( ~ l r i t i ~ i ~ j z ~ n;$:irjll WIU proposea a i r  r i g h t s  

These repor ts  along w i t h  o r a l  testimony received by the Committee 
have ra ised numerous l e g a l  questions. We would l i k e  t o  request your 
opinion on those questions t h a t  appear t o  be the most important i n  
judging the  basic fa i rness of the agreement and i n  framing a 
recommendation concerning i t s  consummation. 

Our questions, based on the proposed lease as modi f ied i n  J u l y  o f  
t h i s  year, are as fo l lows:  

1. Section I 1 1  D (1)  ( i i i )  provides f o r  subt rac t ing  "a d o l l a r  
f igure  representing one year 's  l e v e l  debt serv ice  on the o r i g i n a l  long 
term mortgage" on the Gal breath o f f i c e  tower f o r  the purposes o f  
computing cash f low f o r  p a r t i c i p a t i o n  by RTD. Does t h i s  mean t h a t  the 
D i s t r i c t ' s  p a r t i c i p a t i o n  i s  subordinated t o  payment of the p r i n c i p a l  
on the o r i g i n a l  debt f inanc ing by Galbreath of the  tower? Ifso, 
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would such subarddnation place t h e  D i s t r i c t  i n  the  p o s i t i o c  of h ~ : ? i ~ g  
Gal breath PRY f o r  the tower? 

2. Sect ion I I I  D (1) ( i )  provides f o r  computing cash flairn %r 
p a r t i c i p a t i a c  s t a r t i n g  w i t h  ne t  income " o t h e ~  than proceeds fro^ 
c a p i t a l  t ransect ior is."  Does t h i s  mean t h a t  any p r o f i t :  fs9n 
re f inanc ing  o r  sa le o f  the leasehold would n o t  be avzi lsb ls  fc* 
p a r t i c i p a t i o n  by the  D l s t r i c t ?  

3. Section XIX s ta tes  t h a t  a f t e r  the tower i s  completed ' 'i'wan'c 
s h a l l  have t h e  r i g h t  t c  t r a n s f e r  i t s  leasehold i n t e r e s t .  Upon S L P C ~  
proposed t rans feree 's  execut ion o f  an assignment w i  t h  Ter;en",ir wh'ich 
the  t rans feree f u l l y  assumes a l l  o f  t he  obl  i g a t i o n s  created here'^, 
Tenant s h a l l  be released from any and a l l  o b l i g a t i o n s  accru ing 2ftt:r 
the  e f f e c t i v e  date o f  such t rans fe r . "  Does t h i s  mean t h a t  t h e  D i s t r i c t  
has no r i a h t  t o  annrovo nr d i c a n a r o v ~a new tenant on the  h , ? ~ i so f  i t? 
o w  d e t e k i n a t i o n  o f  such th ings  as the  proposed tenan t ' s  e x p ~ r i e n r e ,  
r e l i a b i l i t y ,  and f i n a n c i a l  s t rength? Does i t  mean t h a t  a f t e r  a salt 
of t he  leasehold Gal breath would n o t  remain secondar i ly  lizb le?  

4. Sect ion X V I  Ideals w i t h  Gal breath 's  r i g h t  t o  mortgage the 
tower. Does t h i s  sec t i on  g i ve  RTD t h e  r i g h t  t o  approve, r e j e c t ,  or i c  
any way l i m i t  the amount, t iming, o r  terms o f  payment f o r  aqy such 
f inanc ing  o r  re f i nanc ing?  

5. As noted, Sect ion I11 D (1 )  (iii) permanently f i x e s  a "do1 l a r  
f i gu re  represent ing one y e a r ' s  l eve l  debt serv ice  on the  long term 
mortgage f i nanc ing  f o r  t h e  tower. This amount i s  t o  be deducted 
throughout t he  term o f  t h i s  lease" i n  computing cash f l o w  a v a i l a b l e  
f o r  p a r t i c i p a t i o n .  Sect ion I 1 1  D (2),  on t h e  o the r  hand, s ta tes  t h a t  
"Tenant's Cash Equ i ty "  as def ined f o r  purposes o f  computing the  
p r e f e r e n t i a l  13.5 percent  r e t u r n  t o  Gal breath on equ i t y  ou t  of cash 
flow "sha l l  be determined a t  t he  end of each calendar year." The 
annual recanputat ion o f  e q u i t y  i s  s tated t o  inc lude a l l  monies 
invested by Tenant "and p a r t i e s  c la iming through o r  under Tenant" both 
" t o  develop the  improvements, i n c l  udi  ng Tenant improvements no t  
reimbursed" and "a1 1 c o n t r i  but ions made t o  cover operat ing cash 
d e f i c i t s .  " The proceeds o f  mortgage loans are excluded. Does the  
combined language o f  Subsections I 1 1  D (1 )  and D (2)  a l low fo r  t he  
establ ishment  a t  t h e  ou t -se t  o f  a permanent debt serv ice  deduct ion 
based on a h igh  l e v e l  of debt fo l lowed by a re f i nanc ing  based on a 
lender  e q u i t y  p a r t i c i p a t i o n  t h a t  would have the  e f f e c t  o f  inc reas ing  
e q u i t y  fo r  purposes o f  c a l c u l a t i n g  the  p re fe ren t i a l  r e t u r n  t o  
Gal b rea th? I n  t h e  d e f i n i t i o n  o f  cash equ i ty  i s  any p r o v i s i o n  made for  
reduc t ion  of equ i t y  by t h e  amount of the c a p i t a l  recovery o r  p r i n c i p a l  
bu i l dup  i m p l i c i t  i n  the cash f l o w  being re turned t o  Galbreath? 
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6. Cash f l ow ava i lab le  fo r  p a r t i c i p a t i o n  by RTD i s  based on ne t  
ra ther  than gross income. The proposed lease does not  appear t o  g ive  
RTD any d i r e c t  veto over the l eve l  of expenses. Instead Section X V I  
sets f o r t h  three covenants, the t h i r d  of which s ta tes  t h a t  "the l eve l  
of a1 1 expenses incur red i n  operat ion, managing and leasingM the 
tower: Shal l  be reasonable when compared t o  t h a t  experienced by 
comparable b u l l  d ing operat ions i n  the cent ra l  business d i  s t r i c t  of 
Denver, Colorado." Enforcement o f  t h i s  convenant and other prov is ions 
of the proposed lease i s  t o  be through an a r b i t r a t i o n  procedure 
spel led out  i n  Section X X X I V .  Do the combined provis ions o f  Sections 
X V I  and X X X I  V preclude Gal breath from managing expenses i n  a way t h a t  
reduces cash flow ava i lab le  for  p a r t i c i p a t i o n  by RTD? 

7. Apart from the po ten t i a l  f o r  p a r t i c i p a t i o n  i n  cash f l ow does 
the proposed lease contain any provis ions which p ro tec t  payments t o  
RTD from the e f fec ts  o f  i n f l a t i o n ?  

8. Section V I  o f  the proposed lease states t h a t  the D i s t r i c t  
sha l l  pay a l l  r ea l  property taxes " f o r  ... the land." Does t h i s  mean 
t h a t  Gal breath w i l l  no t  have t o  pay a pro r a ta  share o f  the taxes on 
the land? Ifnot, w i l l  t he  taxes on the  po r t i on  o f  the land a l l ocab le  
t o  the Galbreath tower have t o  be paid by RTD t o  the City and County 
o f  Denver o r  w l l l  t h i s  pro r a ta  land value be exempt from r e a l  
property taxes by v i r t u e  o f  RTD's pub l i c  agency exempt s ta tus? 

3. So f a r  as can be determined RTD has never, e i t h e r  before o r  
a f t e r  enter ing the lease option, prepared systematic p ro jec t ions  o f  
the  re turns i t  could reasonably expect under the lease, As a 
state-created pub1 i c  agency i s  the D i s t r i c t  required t o  undertake such 
an analysis before enter ing i n t o  a t ransact ion o f  t h i s  type? 

10. What act ions would RTD have t o  take i n  order t o  withdraw 
from the lease opt ion? What l i a b i l i t y  could the  D i s t r i c t  
rea l  i s t i c a l  l y  expect t o  i ncu r  as the r e s u l t  o f  such withdrawal? 
Further, are there  any t ime o r  ac t ion  periods i n  which the  con t rac t  
cannot be voided, and i f  so, what magnitude o f  l i a b i l i t y  would be 
incurred i f  con t rac t  noncompliance i s  charged against  e i t h e r  RTD o r  
Gal breath? 

I n  add i t i on  t o  copies o f  the lease opt ion and the proposed lease 
as recen t l y  modi f ied we are  enclosing copies o f  the two repor ts  
mentioned above. 
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We recognize the  complexity o f  the issues ra ised here and 
appreciate your w i l l i ngness  t o  make the  resources o f  your  o f f i c e  
a v a i l a b l e  i n  addressing them. 

Very t r u l y  yours, 

Representative Jeanne Faatz 
Chaiman, 
Legi s l  a t i v e  Committee on 

RTD Oversight 

Representative Jack McCros key 
Member 

Representative James Reeves 
Member 



- 
ATTACHMENT B 

MEMORANDUM 

February 11, 1982 

TO: Members of the Committee on RTD Oversight 

FROM: Legi s l a t i v e  Council S t a f f  

SUBJECT: RTD Response t o  t h e  State Attorney General ' s  Opinion r e  the  
J o i n t  Development and A i  r Rights Lease Agreement ~ x w e e n  

RTD and the John W. Galbreath Company 

On January 26, 1982, members of the  RTD Oversight Committee were 
provided a document from the Department o f  Legal Counsel o f  the  
Regional Transportat ion Di s t r i c t  which d e t a i l  ed RTD's response t o  the  
s ta te  Attorney General's op in ion regarding development o f  the  
Kassler-Cheeseman block. The purpose o f  t h i s  memorandum i s  t o  
h i g h l i g h t  any d i f f e rences  o f  op in ion which may s t i l l  remain between 
the  Attorney General 's and RTD's i n t e r p r e t a t i o n  of t h e  cont rac tua l  
arrangements e x i s t i n g  between RTD and the  John W. Galbreath Company. 

I n  essence, i t  would appear t h a t  most o f  the  l e g a l  po in ts  ra i sed  
i n  the  committee's l e t t e r  of December 3, 1981 have been resolved. 
What remains t o  be resolved are l a r g e l y  quest ions r e l a t i n g  to language 
and i n t e r p r e t a t i o n  of language. Spec i f i ca l l y ,  t he re  are  two committee 
quest ions i n  which the Attorney General's op in ion and the  RTD Legal 
Department response appear s t i  11 t o  d i f f e r .  

-	 Q r ~ c t i c v$5 ( x e  ;;;a S j .  i n  response t o  the quest ion o f  whether 
the  tenant could es tab l i sh  an i n i t i a l l y  h igh debt serv ice  
deduction, followed by a re f i nanc ing  based on equ i t y  
p a r t i c i p a t i o n  t h a t  would have the e f f e c t  of decreasing RTD's 
p a r t i c i p a t i o n  i n  cash flow, the Attorney General's op in ion 
ind ica ted t h a t  i t  i s  unclear t h a t  such an arrangement i s  
p roh ib i ted  under the t s m s  o f  the  lease. RTD countered t h a t  such 
an i n t e r p r e t a t i o n  "amounts t o  a s t ra ined  const ruc t ion  o f  'words t o  
reach an inequ i tab le  r e s u l t  c l e a r l y  not  intended by the 
par t ies .  ..81. 

A 	 quest ion  which the  committee may wish t o  consider i s  whether 
c l a r i f i c a t i o n  of the  language surrounding t h e  debt  se rv i ce  
requirements might  reso lve  t h i s  p o i n t  o f  content ion? 

-	 Quest ion if8 (see page 3). The j \ t torney General's op in ion 
maintains t h a t  possib le i n t e r p r e t a t i o n s  o f  the  possessory 
i n t e r e s t  s t a t u t e  could leave .RTD l i a b l e  f o r  taxes aga ins t  the 
land which are l e v i e d  against  Galbreath, s ince RTD has agreed t o  
pay these taxes under the terms of the lease. RTD contends t h a t  
the  possessory i n t e r e s t  s t a t u t e  (39-3-112, C. R.S. 1973, as 

-amended) w i l l  not  apply t o  Galbreath's i n t e r e s t  i n  the  land 



because o f  the nature o f  the a i r  space lease. This conclusion 
seems t o  be supported by the Deputy Manager o f  Revenue f o r  the 
C l  t y  and County o f  Denver. However, i n te rp re ta t ions  o f  the 
possessory i n t e r e s t  s ta tu te  remain somewhat unclear a t  t h i s  time, 
and the comrni t t e e  may wish t o  question RTD as t o  t h e i r  conv ic t ion 
t h a t  the s ta tu te  w i l l  absolutely not  apply i n  t h i s  case. 

Res~onses t o  Commi t t e e  Ouestions 

Question #l.I s  RTD's pa r t i c i pa t i on  i n  cash f low subordinate - to  
the  payment o f  p r i nc i pa l  on the o r i g i n a l  debt f inanc ing o f  the 
o f f i c e  bu i ld ing?  

The Attorney General's opin ion and the RTD response concur t h a t  
RTD's p a r t i c i p a t i o n  i n  cash flow, as defined I n  the lease, occurs 
a f t e r  c e r t a i n  amounts re1 ated t o  debt service ( i n c l  uding both 
p r i n c i  pal and i n t e r e s t )  have been subtracted from "net income" derived 
from the pro jec t .  RTD objected t o  use o f  the word "subordinate" by 
not ing t h a t  by d e f i n i t i o n  cash f low i s  no t  produced u n t i l  a f t e r  a l l  
cash expenditures inc lud ing  the amori t i z a t i o n  payments on the f i r s t  
m r t c j a ~ e(are r x ! e ) .  

Question #2. W i l l  the p r o f i t s  from ref inancing o r  sa le  of 
leasehold be ava i lab le  f o r  cash f low p a r t i c i p a t i o n  by RTD? 

the 

The 
cash 

Attorney General's opin ion and the RTD response concur t h a t  
f low formula s p e c i f i c a l l y  excludes such p r o f i t s  from 

the 
the 

d e f i n l t i o n  o f  ne t  income. There seems t o  be some disagreement, 
however, as t o  whether p r o f i t s  rea l ized by the tenant through sale o f  
t he  leasehold a re  excluded from ne t  income. The Attorney General 
c i t e s  t h i s  area as "unclear", wh i le  RTD c l a r i f i e d  t h a t  the t ransact ion 
never intended RTD t o  p a r t i c i p a t e  i n  the cap i t a l  gains on the 
leasehold esta te  but  on ly  i n  the base lease payments and the cash 
flow. 

Questlon #3. Under the  terms o f  the lease, does RTD have the 
r i g h t  t o  disapprove assignments o f  the leasehold by tenant? W i l l  
developer remain secondari ly l i a b l e  f o r  performance o f  tenant 's  
ob l iga t ions  under the lease a f t e r  such an assignment? 

The Attorney General's op in ion and the RTD response concur i n  t h a t  RTD 
has no lega l  r i g h t  t o  disapprove assignments o f  the  lease, which occur 
a f t e r  completion o f  t he  o f f i c e  bui ld ing.  RTD noted t h a t  the  Attorney 
General Is  ana lys is  was i nco r rec t  only i n  the  assumption t h a t  the lease 
was negotiated simultaneously w i t h  the development agreement: the 
development agreement was f i n a l  ized i n  the  fa1 1 o f  1980, whi le the  
actual  lease was then negotiated i n  l a t e  1980 and e a r l y  1981. 

Question $4. Does sect ion X V I I  of the lease g ive  RTD the r i g h t  
t o  approve, re jec t ,  o r  i n  any way l i m i t  the amount, t iming, o r  
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RTD contends t h a t  the question and the Attorney knera l  's 
conclusion and analysis misinterpret the transaction, as RTD does no::. 
lease the land to Galbreath, b u t  rather the space above the land.  The 
tenant 's  tzx l i a b i l i t y  l i e s  with his improvements within the a i r  space 
and upon a1 1 support structures below the a i r  space at t r ibutable t o  
the building. RTD cited a l e t t e r  from Mr. Mike R. Licht, Deputy 
Manager of Revenue for  the City and County of Denver, to  
Representative Jack McCroskey, which stated in part: "In summary, the 
l and ,  the substructure, including the parking garage, will be t2.x 
exempt because of RTD ownership. The tower i f  conveyed properly or 
tha t  ownership invests clear ly to  Galbreath, will be taxable. 

RTD has indicated tha t ,  in the i r  opinion, the lease will 
constitute a proper conveyance. 

Question #9. Was RTD required to prepare systematic projections 
of the returns reasonably expected under the lease before 
entering into the lease option? 

The Attorney General Is opinion and the RTD response concur t h a t  t h f  s 
was not the case. 

Question #lo. What actions would the RTD have to  take i n  order 
to  withdraw from the deve Iopment agreemen-Ltir~u iea>s u r t  ;u,,: 
What l i a b i l i t y  could the d i s t r i c t  r ea l i s t i ca l ly  expect to  incur 
as a resul t  of such withdrawal? 

The Attorney General and RTD agree tha t  there are several 
circumstances under which e i ther  party can terminate the devel opment 
agreement; and tha t  i f  RTD were to breach the contract, i t  would r u n  
the r isk of being l iab le  to the developer for a money judgment which 
could include special damages, general damages including los t  profi ts ,  
and attorney's fees. RTD has additionally noted tha t  tha t  i f  i t  
intentional ly breached the contract, i t  would probably be 
disadvantaged i n  negotiating a new contract by reason of such prior 
actions. 



Regional Transportation District 

L. A. Kimball 
Executive Director and General Manager 

ATTACHMENT C 

1325 South Colorado Boulevard 
Denver, Colorado 80222 
303/759 1000 

The Honorable Jeanne Faatz 
House of Representatives 
Chairrrran, KI'D Oversight Cannittee 
State Capiml 
mver ,  Colorado 80203 

lxar *presentative Faatz: 

In respcmse t o  your letter of September 24th expressing concerns 
of the ccmnittee and rammxdations regarding the proposed budget 
of the HI'D for 1982, I suhnit the following responses for yaur 
consideration: 

weas of Concern: 

1. 	 As we indicated a t  the meeting of Sept- 17th, we had 
prwiously offered t o  the farmer chairman of yaur carmittee 
an explanation of the Cost Savings Objectives program of the 
FU'D, as it relates to  the 1981 lxldget of FU'D and w i l l ,  of 
course, provide such information t o  your camittee i f  that 
i 4  a 0 4 j ~ d -

2. 	 Tne Ki'D Board and staff have previously used outside consultants 
as part of its budget process which we believe is a rigorous 
examination of programs and expenses. We w i l l  continue to  
utilize such outside assistance in the future to assure that 
our budget prmess is subject to  thorough review prior to adoption 
by the Board. 

3 .  	 We stated a t  the September 17th meeting that the proposed budget 
for operating expenses for 1982 constitutes a 4.2% increase over 
1981. This statement w a s  repeatsd during the public hearing 
conducted by the Board on S e p t a b r  24th. 

4 .  	 3s we stated a t  the meeting of Septgnber 17th, RID funds w i l l  
only be expended for informational responsibilities in accordance 
w i t h  state iaw. 

5. 	 Tine KID staff is preparing a r e p r t  and recammdation for the 

Board so that a break-even position can be achieved on package 

express service. 




The Honozzble &zr-ne FatLz 
rxto- 6,  1981 
Psge 


\iour spscific reLw-mp,~dationson the above m~tio2&areas of concern 
h z v ~k e ~fon?=d& direc t ly  by you to each member of the m d ,  and 
I aq certain Lley ill give then f u l l  co3sideration prior t o  t h e i r  
adoption of +he 1982 budget. 

Ne tkmk yo-J for y c l x  expressions of concern and r e a m w d a t i o n s ,  and 
assure you that they are helpful to the Roard and staff in our del i-
berations of the 1982 budget. 

V e r y  	t ru ly  yours, 

L. A. K i d 1 1  
Ekecutive 3irector 
and.C-=leral -Maqer 

cc: 	 Boa,?d of D-irectors 
,Roger Walton 



ATTACHMENT D 

provided below are t h e  Jo in t  Budget Committee s ta f f  ana lys is  of  
budget issues discussed w i t h  the Oversight Committee members of 

the RTD Board of Directors,  and RTD s ta f f  dur ing  the  review of the  
0 i s t r i c t b s  1982 budget. This in format ion i s  contained i n  the  appendix 
because the  Oversight Comi  t t e e  d i d  n o t  submit formal recormnendations 
tothe D i s t r i c t  on any of these issues al though there was thorough 
discussion of each topic.  Budget issues f o r  which t h e  Committee 
submitted formal recommendations t o  the  D i s t r i c t  a re  dicussed 
beginning on page 5. 

Issue #2 

Peer Group Comparisons o f  
U.S. T r a n s i t  Agencies by Selected' Factors 

JBC S t a f f  Analysis and Conclusions 

The f o l  lowing comparisons were developed from s t a t i s t i c a l  data 
compiled and pub1 ished by the  Urban Mass Transportat ion Admin is t ra t ion  
of the U.S. Department of Transportat ion i n  May, 1981. A l l  f i n a n c i a l  
and operat ing data were reported fo r  f i s c a l  years ending between Ju ly
1, 1978 and June 30, 1979. For purposes of t h i s  analysis, we have 
selected those t r a n s i t  agencies most s i m i l a r  t o  RTD i n  terms o f  
numbers of revenue producing veh ic les  i n  the  agency f l ee t .  UMTA 
s t a t i s t i c a l  r e p o r t i n g  methods a1 low us t o  seDaratc! c a ? i t?! p rs j cc t z  
,..A 2~ i j 2hs=5 i r w n  operat ing costs and expenses, and a l so  t o  break ou t  ullu 

costs and expenses for  each t r a n s i t  made, i.e., motor buses, demand 
responsive vehicles, rap id  r a i l ,  etc. (Note: I n  instances where wide 
var ia t ions  i n  r e p o r t i n g  by a t r a n s i t  agency may have occurred, UMTA 
has deleted t h a t  agency's r e p o r t  from the comparative tables.)  From 
t h i s  d i s t i l  l a t i o n  we have i d e n t i f i e d  the fo l l ow ing  e i g h t  t r a n s i t  
agencies as "peer systemsi' t o  RTD per number o f  opera t in  revenue 
vehicles (motor buses exc lus i ve l y  f o r  purposes o f  comparison 3. 

St. Paul MTC, S t .  Paul, Minnesota ........,..........984 veh ic les  

IVARTA, At lanta,  Georgia .............................864 veh ic les  

AC Transi t ,  Oakland, C a l i f o r n i a  ..................... 839 vehic les 

Seat t le  Metro, Seat t le ,  Washington .................. 760 veh ic les  

RTD, Denver, Colorado ............................... 623 veh ic les  

Yetro Dade County TA, Dade County, F l o r i d a  ..,...,... 609 veh ic les  
Milwaukee County TS, Milwaukee, M i  sconsin ........... 597 vehic les 

Tri-County MTD, Portland, Oregon .................... 555 veh ic les  

Niagara F r o n t i e r  TA, Buf fa lo,  New York .............. 538 veh ic les  


Item #1: Age D i s t r i b u t i o n  o f  Revenue Vehicles, The f i r s t  i t em 
of i n t e r e s t  presented i n  the s t a t i s t i c a l  data concerns the average age 
of bus f l e e t s  i n  the  Uni ted States. The average United States f l e e t  
age i s  8.8 years; the  RTD average i n  1978-79 was 3.7 years. Where the 



nat iona l  average f i n d s  39.9 percent of buses t o  be f i ve  years o l d  o r  
less, t he  R'TD f l e e t  was 79.9 percent f i ve  years o l d  o r  less. With in 
i t s  peer group, RTD ranked as fo l lows:  

1. RTD 3.7 years 

2, S t .  Paul MTC 5.2 

3, MARTA 7.0 

4. Metro Dade County 7.3 
5. Tri-County MTD 7.4 . 
6. Niagara F r o n t i e r  10.7 
7. AC T rans i t  11.0 
8. S e a t t l e  Metro 11.2 
9. Milwaukee County 13.5 

NATIONAL AVERAGE 8.8 39.9 21.3 38.8 

It appears t h a t  i n  1978-79, RTD maintained one o f  the  newest bus 
f l e e t s  i n  the United States. The r a t e  o f  a c q u i s i t i o n  o f  new motor 
buses seems p a r t i c u l a r l y  hu r r i ed  when viewed i n  l i g h t  o f  RTDts plans 
t o  supplement by serv ice w i t h  a l i g h t  r a i l  t r a n s i t  system. The 
average age o f  the  RTD f l e e t  (3.7 years, compared w i t h  New York --
19.7 ; Ph j l i i d ~ li-jh-ii~-- i6.G; Soston -- /. 1; and Chicago -- 5-9) may 
a lso  i n d i c a t e  some premature re t i rement  o f  RTD vehicles. RTD i s  
c u r r e n t l y  i n v o l  ved i n  the  purchase o f  add i t i ona l  vehicles, i nc lud ing  
89 a r t i c u l a t e d  buses, which w i l l  b r i ng  the  t o t a l  f l e e t  s i ze  t o  750 
nio t o r  buses. 

Conclusion, RTD should re-examine 1t s  cu r ren t  T r a n s i t  
Development Pfan (TDP) t o  determine whether add i t i ona l  v e h i c l m  
t o  be purchased o r  whether r e h a b i l i t a t i o n  o f  t h a t  p o r t i o n  o f  t he  
e x i s t i n g  f l e e t  scheduled f o r  re t i rement  might  be more appropriate. 
Although RTD plans t o  r e t i r e  o n l y  29 vehic les dur ing t h e  next t h ree  
years, i t  could conceivably reduce the  need f o r  new purchases by 
studying t h e  p o s s i b i l i t y  o f  r e h a b i l i t a t i n g  po r t i ons  o f  what i s  an 
e x t r a o r d i n a r i l y  young f l e e t .  

I tem #2 -- Percent o f  Operating Expenses Consumed by General 
Administ rat ion.  A second area o f  concern r e l a t e s  t o  t h e  percentage of  
t o t a l  opera t ing  expenses which i s  consumed for  general admin i s t ra t i ve  
purposes (exc lus ive  o f  cos ts  f o r  vehi c l i  operations, veh ic le  
maintenance, and non-vehicle maintenance) . The s i z e  of the  
admin i s t ra t i ve  s t a f f  as a percentage o f  t o t a l  work f o r c e  i s  l i s t e d  
below f o r  each o f  the peer group agencies. 

Sea t t l e  Metro 8.7% (a1 1 f i g u r e s  approximate) 
T r i  -County MTD 7.0 
Niagara F r o n t i e r  7.0 
RTD 7.0 
Metro Dade County 6.9 
MARTA 6.5 
St. Paul MTC 5.8 
M i 1 wau kee County 5.1 

(ATC T r a n s i t  n o t  repor ted)  



The percent o f  operat ing expenses consumed by general admini s t r a t i o n  
(excluding cap1 t a l  p ro jec ts )  ind icates  a d i f f e r e n t  a1 lgnment. 

RTD 	 29.1% o f  a l l  operat ing expenses 
S t .  Paul MTC 21.1 
Seat t le  Metro 20.2 
MARTA 	 15.5 
Metro Dade County 13.1 
AC 	 Trans i t  12.1 
M i  1 waukee County 12.0 
N i  agara F ron t ie r  11.9 

(Tri-County MTD not  reported) 

The nat ional  average for general admin is t ra t ion expenses i s  18.7 
percent. 

RTD's percentage of costs used f o r  general admini s t r a t i  ve 
purposes seems r e l a t i v e l y  high. Whether t h i s  i s  due t o  sa lary  scale, 
employee benefits, o r  other fac tors  i s  unclear. It does not  appear 
tha t  the number o f  RTD employees i n  general admin is t ra t ion i s  
excessively high, a t  l eas t  no t  as a percentage o f  t o t a l  workforce. 

Issue #4 

Does the 1982 Budget Represent a 7.4% Decrease? 

JBC S t a f f  Analysis 

. Budget Overvipw 

The budget overview (see page XX) does i nd i ca te  an overa l l  
decrease of 7.4 percent. However, c loser  examination o f  the 1982 
proposed budget reveals the f o l  lowing: 

1. 	 Contained i n  Category I are Trans i t  development Department 
personnel re la ted  t o  1 i g h t  r a i l  development. Their  sa lary  costs 
are "capi ta l ized",  meaning that ,  pa r t  o f  the salary i s  charged t o  
Category I 1 1  and becomes a const ruc t ion expense. RTD p ro jec ts  
$125,000 t o  be cap i ta l i zed  by t h i s  method i n  1982. As long as 
the l i g h t  r a i l  system gets voter  approval i n  1982, t h i s  process 
works. If, however, the referendum f a i l s ,  these costs w i l l  have 
t o  be repaid. $575,000 i n  personnel costs would have been paid 
v i a  "cap i ta l i za t ion" .  This would be RTD's ob l i ga t i on  i f  l i g h t  
r a i l  f a i l s .  

2. 	 Category 11, which contains the major po r t i on  o f  RTD's employees 
and operat ing costs, already shows an increase o f  $3.6 m i l l i on .  
However, t h i s  increase does not  r e f l e c t  any changes i n  the 
cu r ren t  union cont rac t  which w i l l  exp i re  i n  February, 1982. 
Bependi ng on how the cont rac t  negot iat ions go, there could be a 
substant ia l  understatement of r ea l  cost  r e f l ec ted  i n  the budget. 



3. Capi ta l  Expenditures -- Category 111 

19 81 1982 
1980 Actual Pro jected Proposed Do1 l a r  Change 

The Mal l  $10,676,192 $25,285,654 $24,215,349 (9- 1,070,355) 

Maintenance and 
Storage 
Faci 1 it i e s  5,599,690 1,381,112 3,977,941 2,596,829 

Primary 
Cor r idors  1,927,357 1,847,000 1,970,000 123,000 

Trans it Centers 1,004,783 754,700 1,926,397 1,471,697 

Cap i ta l  Support 
Pro jec ts  856,584 692,000 393,000 (- 299,000) 

F lee t  Modern i-
za t i on  and 
Expansion 1,397,257 19,749,856 3,374,800 (-16,375,056) 

Cap i ta l  Support 
Equipment 1,392,019 980,947 2,852,924 1,871,977 

Bond P r i n c i p a l  1,700,000 1,735,000 1,770,000 35,000 

TOTAL $27,356,700 $53,493,481 $43,417,411 (8-10,076,070) 

RTD Share $11,970,581 $16,863,820 $21,559,160 
Federal Share 15,386,119 36,629,661 21,858,251 

While Category I 1 1  r e f l e c t s  the  b iggest  drop i n  expenditures, i t  
must be pointed out  t h a t  these are f o r  the  most p a r t  
d i  sc re t i ona ry  o r  one-time expenditures. For example, t he  two 
b igges t  1981 cos ts  under "F lee t  Modernizat ion and Expansion" a r e  
$15,561,115 f o r  t h e  purchase o f  new buses and $3,125,860 f o r  
wheel c h a i r  l i f t s .  I f  those two i tems are discounted as one-time 
expendi tures, ac tua l  proposed spending w i  11 increase $5,485,045 
o r  12.6 percent  i n  t he  1982 proposed budget. It i s  a l s o  
important  t o  no te  t h a t  t h e  RTD share of t h e  c a p i t a l  expenditures 
i s  a c t u a l l y  i nc reas ing  by 27.8 percent; i t  i s  the  federa l  share 
t h a t  i s  decreasing. 

4. 	 Category IV, Conti ngency, a1 so shows a s i g n i f i c a n t  decrease. 
However, s ince  t h i s  category represents a surplus, i t does n o t  
i n d i c a t e  a decrease i n  spending, bu t  r a t h e r  a decrease i n  the  
reserve proposed f o r  1982. 





RTD Response 

We s ta ted  a t  the September 17 meeting t h a t  the  proposed budget 
for operat ing expenses for  1982 cons t i t u tes  a 4.2 percent increase 
over 1981. This statement was repeated dur ing the pub l i c  hearing 
conducted by the  board on September 24. 

Issue #5 

Funds f o r  Primary Corr idors 

JBC S t a f f  Analys is 

I n  the  nove~~~ber ,  1980 e l e c t i o n ,  the  d i s t r i c t  voters defeated the 
b a l l o t  proposal which would have author ized RTD t o  l evy  a sa.les t z x  
increase f o r  purposes o f  funding a f i x e d  r a i l  t r a n s i t  system f o r  the 
met ropo l i tan  area. The proposal i s  scheduled t o  be presented t o  the  
voters again i n  November, 1982. The 1981 RTD budget was based OE the 
assumption t h a t  t h e  so-cal l e d  "1 i g h t  r a i l  I' proposal would pass, and 
AC.- qnn3 L . . A - ^ L  - q C - - - - ? . . A ^ - A.L- ---..--A:.-- L L - A  LL- - - 7  . z l  t 
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pass. The primary c a p i t a l  expenditures are as fo l lows:  

1980 Actual 1981 Estimate 1982 Request -Total  

Primary 
Corr idors $1,927,957 $1,847,000 $1,9 70,000 $5,744,957 

The expenditures are  f o r  c o r r i d o r  planning and land purchases o f  
c o r r i d o r  rights-of-way. The source o f  the revenue i s  100 percent 
l o c a l  funds; add i t i ona l  expenditures are covered i n  the  Category I 
review. 

On December 11, 1980, t h e  RTD Board d i rec ted  i t s  s t a f f  " t o  do a l l  
th ings necessary w i t h i n  avai  1 able revenues t o  preserve c r i t i c a l  
r ights-of-way f o r  the  rap id  t r a n s i t  component o f  the  Plan". The p lan 
referred t o  i s  The Publ ic  Transportat ion Plan f o r  t h e  Year 2000. Th is  
has led, therefore,  t o  the  budget and expenditure items l i s t e d  above. 

A post e l e c t i o n  survey of the l i g h t  r a i l  quest ion was made i n  
November, 1980, t o  analyze the  factors which led  t o  the  defeat  o f  the 
l i g h t  r a i l  proposal, and t o  determine the f u t u r e  chances o f  approval 
o f  such a system. The survey determined t h a t  the  issue f a i l e d  
p r i m a r i l y  f o r  th ree reasons: t h e  " fears o f  the  t o t a l  expense o f  the  
systenitl ; d l  s s a t i s f a c t i o n  w l t h  the proposed method o f  f inancing;  and 
doubts over the  a b i l i t y  of the  present RTD Board t o  implement the  
system. The survey a l s o  found t h a t  f i f t y - f i v e  percent o f  the voters 
favor the  system and f i f t y - n i n e  percent want RTD t o  continue t o  seek 
author izat ion.  



It appears t h a t  the  referendum f o r  1982 wi 11 be e s s e n t i a l l y  the 
same as i n  1980. Ifthe funding remains the  same, new board members 
are  n o t  y e t  selected, and the  system w i l l  be even more expensive. The 
same u n c e r t a i n t i e s  may be present. With another defeat, the  
expenditure o f  funds would no t  have been necessary and the  funds could 
have been used toward opera t i  ng expenses. 

Issue #7 

Impact o f  t he  June, 1981 Fare Increase 

During l a s t  year 's  review of the 1981 RTD budget, the RTD 
Oversight Committee supported the  RTD proposed po l  i c y  o f  f a r e  box 
rece ip ts  t o  be t h i r t y  percent o f  operat ing cos ts  (de f ined as Category 
I 1  costs).  The t h i r t y  percent r a t i o  was t o  be achieved through 
considerat ion o f  th ree fac to rs  : f a r e  s t ruc ture ,  system p r o d u c t i v i t y  , 
and ho ld ing  down operat ing costs. During the  f i r s t  quar ter  o f  1981, 
RTD pro jec ted t h a t  a t  the continued r a t e  o f  rece ip ts ,  the farebox 
revenue would f a l l  below t h i r t y  percent o f  costs. Consequently, a 
pro jec ted f o r t y  percent f a r e  increase was developed and i n s t i t u t e d  i n  
June, 1981. This has resu l ted  i n  a considerable r a t i o  change based on 
RTD's 1982 budget pro jec t ions .  The pro jec ted 1982 increase i n  
revenues i s  based on the  assumption t h a t  system r i d e r s h i p  w i l l  
increase t h i r t e e n  percent. 

As a r e s u l t  o f  t h i s  fare increase, the  June, 1981 ac tua l  rece ip ts  
are 27.6 percent above forecast. This i s  s u r p r i s i n g  f o r  several 
reasons, such as a t r a d i t i o n a l  dec l i ne  i n  r i d e r s  i n  June and an 
expect.~ddec!!ne A_ccr t:: t k c  fiii-5 i r ~ ~ l r c i b e ,d i i  o r  w t~ i ch  were inc luded 
i n  the  forecast.  A1 though i t  i s  too e a r l y  t o  determine the impact, i f  
revenues cont inue t o  exceed the  fo recast  f o r  the  remaining s i x  months, 
the revenue est imate and operat ing r a t i o  may w e l l  be over 30.6 
percent. 

I n  A p r i l ,  1981, the  board rnade a change i n  the  operat ing r a t i o  
d i rec to r .  While acknowledging t h e  t h i r t y  percent pol  i cy ,  t he  board 
adopted a "General Object ive"  t h a t  i n  1982 the  operat ing r a t i o  should 
be f o r t y  percent, and i n  1983 and t h e r e a f t e r  the  r a t i o  should be f i f t y  
percent. 

Assuming t h a t  the model used by RTD f o r  p r o j e c t i n g  1982 fare 
rece ip ts  i s  cor rec t ,  the  increase of t he  percent o f  operat ing costs t o  
r e c e i p t s  from 1980 (24.6%) t o  1982 (42.1%) i s  q u i t e  a jump. While an 
increase was needed t o  meet the  30 percent pol i cy ,  t h e  42.1 percent 
appears t o  be somewhat d r a s t i c .  Perhaps i f  the f a r e  increase had been 
scheduled as two increases i n  a twelve-month t ime span based on t h e  
needs o f  the d i s t r i c t ,  tha  r a t i o  would have increased on a more 
gradual scale, as was p r ~ p o s e d  i n  l a s t  year 's  review. 



Issue #8 

Revenue Project ions 

JBC S t a f f  Analys is  

The revenue p ro jec t i ons  and changes f o r  RTD are  as fo l lows:  

Percent 
Increase/ 

1981 Estimate 1982 Request (Decrease) 

Sales Tax 
Federal Grants 

Capi ta l  
Operating Assi stance 
Technical 

Proceeds from Sales 
Tax Revenue Bonds, 1977 

T r a n s i t  Operating Revenue 
Investment Income 
Accrued Funds 
Other Income 

(CETA, Vanpool ) 

TOTAL 

Sales Tax: 	 The est imate i s  based on RTD1s f i n a n c i a l  consu l tan t  
pro ject ions.  U n t i l  1979-80, the  sales t a x  rece ip ts  
averaged about s ix teen percent. I n  1980, the growth 
dropped dramat ica l ly  t o  5.8 percent. RTD a t t r i b u t e s  t h i s  t o  
the  1979-80 recession. The 1981 est imate r e f l e c t s  a 12.9 
percent increase over 1980, and t h e  1982 p r o j e c t i o n  
r e f l e c t s  an increase o f  10.3 percent. Current ly,  RTD sales 
tax  r e c e i p t s  a re  14.2 percent over t h e  1980 co l l ec t i ons .  

Federal Grants: The decrease i n  c a p i t a l  i s  due p r i m a r i l y  t o  the  
t r a n s i t  bus purchases i n  1981. There a re  no planned 
purchases planned fo r  1982. The dec l i ne  i n  c a p i t a l  does 
n o t  a f f e c t  operat ing revenue. The dec l ine  i n  opera t ing  
assistance i s  based on est imates from the U.S. Department 
o f  Transportat ion. Future funding f o r  t h i s  g ran t  i s  
p ro jec ted t o  decl i n e  over the  next  th ree years u n t i l  t he  
assistance w i l l  no longer be avai lable.  

Bonds : 	 The 1982 request i s  f o r  the balance o f  t he  1977 ser ies.  

T r a n s i t  Operat ing Revenue: The operat ing revenue r e f l e c t s  a l a r g e  
increase p r i m a r i l y  due t o  the  1981 f a r e  increase and t o  an 
expected increase i n  r i d e r s h i p  of t h i  r t een  percent. 
Although the  fare revenues appear t o  be above RTD's 



f o r  1981, a 45.5 percent  increase f o r  1982 may
be somewhat ambitious. Tiif2 o r i g i n a l  est imate fo r  1982 was 
$25,983,000. ~ @ w W € ! r ,  due tfi The revenue rece ip ts ,  
the forecast xas increased. 

Issue #10 

Ccmrnunity Transi t Centers (CTC 's ) 

JBC S t a f f  Analysis 

One year ago, the  s ta f f  ana lys is  of RTD's community t r a n s i t  
center program concluded t h a t  RTD should scale down i t s  p lans t o  
construct f o u r  CTC's and t o  begin planning f o r  an add i t i ona l  th ree 
centers. The reconmendation was made t h a t  on l y  two CTC Is  should be 
funded a t  t h a t  ttme. The RTD Oversight Committee adopted the 
fol  lowing recorr~mendation : 

"We urge RTD t o  reevaluate the  plar,s f o r  estab! i s h i n g  f o u r  
Community T rans i t  Centers i n  1981. U n t i l  the  need and 
success o f  these centers i s  establ ished,  i t may be best t o  
t e s t  the  concept before b u i l d i n g  the e n t i r e  program." 

RTD has subs tan t i ve l y  acted t o  implement t h i s  recommendation, 
possibly as a r e s u l t  of dimtnished expect3t ions f o r  c u r r e n t  revenues. 
Presently RSD i s  planning t o  inc lude f ~ n d s  i n  i t s  1932 budget f o r  
f i n a l  design and cons t ruc t i on  o f  t he  B o ~ l d e r ,  L i t t l e t o n ,  and 
Northglenn Facil i t i , ? s ,  Of +,hese three,  the plans for .  t h e  Northglenn 
f ac i i i t y  deserve the c l o s e s t  sc ru t i ny i  t ~ s  r!o agreement has been 

;- - * . -reached t o  d ; r t p  + h  h i n t - . i h m 7 - * * -
. . . .. * - - --'- " -. Icyai.uilty iucaeion atad . 

design of t h e  Morthglenn CTC. Two add i t i ona l  fac i l i t i e s ,  Englewood 
and Aurora, w i  ll rpceive smal ! aqounts f a r  p?anoi ng 9urpijsss. 

R I D  has sc;lsd down the cos t s  o f  csnst.ri~ct5ngCTC's  i n  two ways: 
they are no;v desigsxd t o  62 l ~ c a t e a  on-street,  thus raquiring l i t t l e  
or no r i g h t - o f - ~ a y purchase; and the cos t  o f  tha  skel ter  s t r u c t u r e  has 
been rtduced frcm apprcximatei y $500,00C t o  $P30,3CO through design 
mcci f icat- igns. The t o t a l  cos t  o f  the Con,zii-!ity Tracsft C2nter program 
has her ,  iA2d$ced $8.5 :;iill:'on t a  $4.49 ;n-i'1I- ioh. 

i n e  s t a f f  recomsnes t h a t  the  committee coct inue  t o  % o n i t o r  t he  
const ruc t ien  o i  CTC's, and, 1982, r?vi?w the u t i l i z a t i o ni ~ i  s h ~ ~ l d  
rat?^ cS "Lhe ~ w ? ycompleted Boulder and ii-tt:e+,on f a c i l i t i e s  as a 

~ h 2 c k32 -372 " ~ ~ 1 5 2  eac!2p o j ~ t ' 'a . c t i v i t y  a t  cenzer. 



Issue #11-

Route Spec i f i c  P r o d u c t i v i t y  Measures 

JBC S t a f f  Analysi s 

I n  the  1980 review o f  the  RTD budget, one o f  the ten issues 
s ing led ou t  f o r  s p e c i f i c  ana lys is  was t h a t  o f  rou te  s p e c i f i c  
p roduc t i v i t y .  A t  t h a t  time, i t  was noted t h a t  RTD i s  one o f  the  few 
t r a n s i t  agencies i n  t h e  country which uses these p r o d u c t i v i t y  measures 
on o ther  than a  system-wide basis. I n  i t s  f i n a l  repor t ,  the  Overs ight  
Committee issued a  recommendation t h a t  p r o d u c t i v i t y  measures be made 
ava i l ab le  f o r  each route, and t h a t  a procedure be es tab l ished f o r  the  
year-to-year compari son o f  rou te  s p e c i f i c  p roduc t i v i t y .  The RTD 
Board's response t o  t h i s  recomendation was t h a t  p r o d u c t i v i t y  measures 
were a l ready i n  use f o r  t he  purpose o f  changing bus routes. 

I n  A p r i l  o f  1981, t h e  board adopted gu ide l ines  and procedures f o r  
rou te  p r o d u c t i v i t y  and se rv i ce  standards. I n  slrnirnary, the  po l icy  
adopted by t h e  board provides f o r :  

- I nl~arterl_ve r o d u c t i v i t y  ana lys is  o f  a71 routes based upon theA , - -
-21, % " Ameasures o f  passengers per t r i p ,  passetlycra y ~ i, -..-. 

passengers per hour. 

-- Routes no t  achiev ing a  minimum p r o d u c t i v i t y  standard w i l l  become 
candidates f o r  serv ice  changes o r  delet ions.  

-- Routes t h a t  exceed a  s ta ted maximum number o f  passengers w i  11 
become candidates f o r  se rv i ce  addi t ions.  

-- The process f o r  implementing serv ice  changes based on 
p r o d u c t i v i t y  fac tors ,  o r  f o r  analyz ing pub1 i c  requests f o r  
se rv i ce  changes, wi 11 f o l  low the e x p l i c i t  procedures s ta ted i n  
the  guide1 ines. 

A review o f  p r o d u c t i v i t y  measures f o r  RTD bus routes was inc luded 
i n  t h e  1980 budget review, w i t h  rou tes  grouped according t o  types o f  
services, e.g. l o c a l  , express and regional ,  c i r c u l a t o r ,  etc. A1 though 
in format ion  on i n d i v i d u a l  rou tes  by classes o f  serv ice  was a l so  
provided t o  s t a f f  f o r  the cu r ren t  review, a v a l i d  year-to-year 
comparison i s  n o t  possible. This i s  due p r i m a r i l y  t o  t h e  fac t  t h a t  
r o u t e  p r o d u c t i v i t y  in format ion provided i n  1980 d i d  no t  i d e n t i f y  
s p e c i f i c  route,s o n l y  t h e  rank order  of rou tes  by c lass  o f  service. 
Also, t h e  classes of types of serv ice,  as we l l  as the  types o f  
p r o d u c t i v i t y  measures, were repor ted  i n  1980 i n  a d i f f e r e n t  manner 
than f o r  the  previous year. 

Nonetheless, a general comparison o f  the  rank order  of 
p r o d u c t i v i t y  f o r  l o c a l  by se rv i ce  i s  possible, using the  passenger per 
hour and passenger per m i l e  measures ( d i r e c t  va r iab le  cos t  in format ion  
was n o t  ava i l ab le ) .  The f o l l o w i n g  t a b l e  compares the  p r o d u c t i v i t y  o f  



loca l  routes, rank ordered by number o f  passengers per hour. 

Passenger/Hour Passenger/Mi 1e-Rank -1980* 1981f* -980* -1981** Adjustments 1981 

* 1980 r e p o r t  f igures trm December, 1979 

** 1981 r e p o r t  f i g u r e s  from June, 1981 

This comparison merely ind ica tes  the o v e r a l l  increase i n  
p r o d u c t i v i t y  from the previous year when look ing a t  r i d e r s h i p  measures 
f o r  routes w i th  the same rank order. Also, the  1981 l o c a l  routes 



which were reported t o  have received serv ices adjustments bzset cn 
p r o d u c t i v i t y  are i nd i ca ted  i n  the  column on the  f a r  r i g h t .  i t  i s  
apparent t h a t  a l a rge  number o f  the p r o d u c t i v i t y  changes t o  t$js t?? ,ss  
o f  serv ice were made t o  more product ive routes. 

I t  i s  importaat t o  note t h a t  i n f o m a t i o n  f o r  RTD1s p r o d u c t i v i t y  
ana lys is  i s  compiled by " t r a f f i c  checkers" who tabu la te  rfders5-ip 
along s p e c i f i c  rou tes  on a random basis .  I t  was explained t h a t  
p r o d u c t i v i t y  analyses i n  t he  corning year w i l l  be constra ined by the  
recent  budget cu ts  f o r  the  cu r ren t  f i s c a l  year, which reduced the 
number of t r a f f i c  checkers from twenty t o  e ight .  

It seems c l e a r  from the ac t i on  o f  the  board i n  adopting 2 
spec i f i c  p r o d u c t i v i t y  t h s t  a commitment has been made t o  basins f u t ~ l r e  
serv ice  adjustments, a t  l e a s t  i n  par t ,  t o  these c r i t e r i s .  It i s  a l s ~  
apparent t h a t  serv ice  adjustments are being imp1emnted 0;-
p r o d u c t i v i t y  measures i s  no t  poss ib le  because RTD i s  a  tax ing  enti t; 
which must rnzintain s o w  degree o f  " regional  equi ty1\  TTh>s, s o w  
degree o f  unp roduc t i v i t y  i s  assumed i n  the  p r o v i s i o n  of regu la r  
serv ice  t o  rou tes  w i t h  t o n  r i de rsh ip .  This m i t i ga tes  against  RTD 
being t o t a l l y  p roduc t i v i  ty-oriented. It was a1 so explained t h s t  par t  
of the  reason f o r  p r o d u c t i v i t y  changes being made t o  a  l a r g e r  n u i ~ k r  
o f  the  higher-ranking local  rou tes  tnian ioni y r u d u ~ e l ~.;G.; 2: x:?.: 
these routes as product ive as possible, wh i le  assuming some 
unproduct iv i  t y  on the  lower end o f  the  scale. 

Issue #12 

Workmen 's Compensation Sel f-Insurance Proqram 

JBC S t a f f  Analysis 

I n  March, 1980, RTD ex t rac ted i t s e l f  from p a r t i c i p a t i o n  i n  the  
State Compensation Insurance Fund (SCIF) and entered i n t o  a 
se l f-insurance program. C.R. S. 8-44-109, as amended, a1lows 
employers w i t h  annual p a y r o l l s  i n  excess of  $1,000,000 t o  a c t  as t h e i r  
own insurance c a r r i e r .  

The cos t  o f  RTD's sel f - insurance program i s  as fo l lows:  

1980 1981 1981 1982 
Actual Adopted Projected Request 

Insurance claims adjustment $ 2,507 $ 15,750 $ 8,256 $ 6,000 
Taxes, 1icenses and permi t s  8,297 8,000 12,188 23,000 
Excess l i a b i l i t y  coverage 
Damage se t  tlements 

24,498 
375,552 

33,000 
500,000 

23,402 
264,787 

33,000 
628,000 

TOTAL $410,854 $556,750 $308,633 $690,000 
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I n  a d d i t i o n  t o  the  d i r e c t  costs l i s t e d  above, approximately $10(),000 
must be added f o r  s taf f  and opera t ing  expenses associated w i t h  t h e  
sel f-insurance program. 

A comparison of costs between RTD 's se l f-i nsurance program and 
the premiums t h a t  would have been pa id  i n t o  SCIF revea ls  t h e  
fol  lowing: 

-1981 -1982 

SCIF Costs $1,208,960* $1,253,692** 
Sel f- Insurance Costs 656,750 790,000 
Di f fe rence (Savings 552,210 463,962 

* tst imated by 	RID 

** Estimated by S t a f f  

As can be seen, RTD appears t o  have experienced substant ia l  
savings from a c t i n g  as i t s  own insurance c a r r i e r .  S t a f f  discussed 
se1 f-insurance programs w i t h  t h e  SCIF admin i s t ra t i on  and the  S ta te  
Insurance Commission. According t o  both sources, t he  major problem 
w i t h  se l f - insured employers r e l a t e s  t o  the amount o f  money reserved t o  
pay o f f  c laims t h a t  a re  n o t  closed dur ing  the  year i n  whfch they 
occur. RTD has ca lcu la ted i t s  1982 c la ims costs as fo l lows:  

A. 	 360 medical on l y  claims a t  $225 each $ 81,000 
B. 	 90 medical and indemnity c la ims a t  $1,750 each 157,500 
C. 	 20 severe cases a t  $18,000 each -360,000 
D. 	 20 rehab11 it a t i o n  cases a t  $1,000 each 20,000

Su b - to ta l  	 $5:2,%2 
t. 	 minus 10% reduct ion  due t o  cont ro l  - 61,850 

Sub-total 
F. 	 Increased medical costs due t o  uncapping 

o f  medical i n  Workmen's Compensation s ta tu tes  + 70,694 

TOTAL COSTS BUDGETED 	 $628,000 

Items A, €3, C and F are expenditures w i thou t  ' 'carry over" t h a t  wi :  1 
occur i n  1982. I tem C i s  used t o  determine the  amount being reserved 
for future years. A r u l e  of thumb on reserves i s  t o  use a y e a r l y  
h i s t o r i c a l  average o f  c la ims paid out,  p lus ten percent. For 1974 
zhrough 1980, RTD's c la im  experience ind i ca tes  $1,856,750 being pa id  
xo c la imants f o r  an average o f  $309,458, Adding the  ten  percent would 
i n d i c a t e  the ceed f o r  a y e a r l y  reserve o f  $340,403, A second r u l e  o f  
thumb ind i ca tes  t h a t  t h i r t y  percent o f  the costs o f  the  severe cases 
w i l l  be paid o u t  t he  year  they occur. Therefore, o f  the $360,000 
proposed, 9120,000 w i l l  be oxpended i n  1982, l eav ing  the reserve 
amount o f  $240,000. 

Thus fa r ,  however, 3TD's loss  experience i s  considerably l ess  
than t h a t  which occurred , ~ h i l e  they  were w i t h  the  SCIF. RTD 



a t t r ibu tes  t h i s  di  fference to  b e t t e r  and fas te r  claims handling,
accident prevention programs, and o f fe r ing  in jured employees 1 i g h t  
work as an a1 te rna t ive  t o  not working. 
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