Analysis of the Proposed Ferry Fare Surcharge

Presented by the AICAB Ferry Committee at the October meeting 

The AICAB Ferry committee reviewed the farebox revenue and ridership data provided by the Pierce County Public Works Department for previous years and the projected budget deficit due to increased fuel costs for the years 2006 and 2007.  After a thorough analysis of the data, it is our opinion that the proposed 9% surcharge is unwarranted at this time.  This opinion is based on our conclusions that: 

1. The proposed surcharge was based on a prediction of higher fuel prices for the 

         18-month period beginning in July 2006 and ending in December 2007, resulting in a  

         forecasted fuel deficit of approximately $178,671.  Since then, the price of fuel has

         decreased, and the diesel futures for the next year indicate further reductions providing 

         no significant adverse international events occur.  

2. The proposed surcharge was based on farebox revenue recovering 100% of the increased fuel cost and not the 60% goal normally required for operation and maintenance of the ferry.

3. The proposed surcharge was reported to be based on recovering 60% of the “total” budget deficit, retroactively for 2006 and projected for 2007.  Ferry fares are reviewed and adjusted by the County Council on a two-year basis (in even-numbered years) only after considerable advance warning.  Interim adjustments should not occur.

4. The proposed surcharge was based on previous years’ stable ridership numbers while the County has projected an average 2½% increase in riders with a corresponding increase in revenue.  

5. If the normal O&M recovery is continued and the average 2½% ridership increase is

         considered, the increase in revenue will more than cover the projected budget deficits

         without a fare increase. 

It is our recommendation that:

1. The proposed 9% surcharge should be opposed.

2. The County should re-examine the fuel budget deficit considering the latest fuel prices and those projected for the next year.

3. The analysis of fuel budget deficit should use the 60% O&M recovery goal--and not 100%.

4. Only the fuel deficit should be considered in any proposed interim-year surcharge and not the entire budget, leaving the budget adjustment for the normal two-year review cycle.

5. The average increase in ridership and revenue should be included in the calculations leading to any proposed surcharge.

Respectfully submitted,

AICAB Ferry Committee

