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Letter from the President

Dear CTA Customers:

On October 1, 2012, the CTA celebrated its 65t anniversary. On that day in 1947, the CTA took over
all ‘'’ and streetcar operations in the City of Chicago. We've spent every day since moving our
customers and this great city forward, even expanding service to many suburbs. In fact, the CTA has
become the workhorse of the regional transit system, providing 82 percent of all rides in the six-
county metropolitan area.

The CTA has changed a great deal since 1947. Our rail system has grown to 145 stations. Streetcars
have given way to low-emission and hybrid buses. And our new state-of-the-art 5000 Series rail
cars are distant cousins to the models that traveled our elevated tracks years ago.

In fact, we are reinventing your CTA. After making significant reductions in central management
bureaucracy in 2011 and continuing those reforms during 2012, we now have the leanest
management-to-worker ratio in the agency’s history.

Numerous management reforms are gradually and methodically reducing administrative costs and
improving efficiency. Last February, we exposed tens of millions of dollars in waste at CTA supply
warehouses. Parts and supplies had languished for more than 10 years, with no system in place to
effectively manage the thousands of items stored there. Since then, we’'ve unveiled a host of
improvements to reduce costs, increase oversight and improve operations.

Our performance management team and new professional training efforts are paying off in reduced
absenteeism and more efficient service. By measuring and improving key benchmarks of effective
deployment of bus and rail service, and working collectively to improve them, we are slowly but
surely delivering the same amount of service, at higher quality, with fewer dollars.

But despite all these improvements—and despite reaching a tentative labor agreement with our
operating unions that calls for significant savings—the CTA still faces financial instability primarily
related to how our operations are funded. Because of that, we have made the difficult decision to
reduce the levels of discounts on CTA fare passes to bring those discounts in line with other major
U.S. cities. Base CTA fares will remain unchanged.

The CTA continues to make critical investments to improve service, safety and efficiency. We've
installed thousands of security cameras throughout the system, resulting in a reduction in crime
and the arrests of dozens of serial offenders, in addition to adding extra police patrols and creating
a modern video surveillance center to assist our crime-fighting efforts. And we have updated or
replaced antiquated systems for many parts of our organization, including transit operations
scheduling and planning; purchasing and supply chain management; human resources; payroll
processing; and financial tracking, budgeting and reporting.

[Printed Page 2]

[ am equally excited about the ways in which we’ve invested in our customers’ experience. These
investments will help us further lower per unit operating costs while providing more frequent and
reliable service. In just 18 months, we have launched more than $2 billion in modernization



projects, from slow zone eradications on the rail system and rehabilitation of our maintenance
facilities, to new fleets of rail cars and buses.

In 2012 we installed at our bus shelters LED screens with precise bus arrival times. We also began
offering customers the ability to get updated train arrival information via texting CTA Train
Tracker, and began installing train arrival screens at all our rail stations.

These investments come as the CTA has experienced extraordinary ridership growth. Last year, the
CTA had 532 million riders, and ridership was up 3 percent year-over-year for the first nine months
of 2012. Ridership has increased in 18 of the last 19 months.

We're also working smarter. Over the course of the past year, our “Renew Crew” team has given
100 facelifts to rail stations. Teams of combined trades descend on stations for comprehensive and
high-intensity cleaning and repair work, leaving an environment that’s brighter, cleaner and more
aesthetically pleasing.

Last year, Governor Pat Quinn and Mayor Rahm Emanuel announced a combined $1 billion to
repair and rebuild the Red Line. Since that time, we have moved quickly to begin some repairs and
to make plans for future work that will modernize the Red Line, Chicago’s busiest rail line.

In June 2011 we introduced an $86 million initiative that is repairing and improving seven north
Red Line stations, some of which are more than a century old. Today, project work requiring the
temporary closure of stations is on schedule and within budget to be completed by the end of the
year. These upgrades and repairs not only heighten the quality and experience for riders and
neighbors, they also provide a life extension for these stations that will last for many years as the
CTA pursues longer-term plans for the modernization of the Red and Purple Lines.

[Printed Page 3]

We have designed and awarded construction contracts for next year’s $425 million Red Line South
Track Renewal Project. This initiative will build a brand new railroad from 22nd Street to 95th
Street, providing our customers with a 10-mile trip that is faster, smoother and more reliable.
We’ve also revealed the design work for two major Red Line projects: a brand-new 95th Street
Terminal serving an estimated 20,000 commuters each weekday that connects the Red Line with 13
bus routes serving South Side neighborhoods; and the complete reconstruction of the Wilson Red
Line station into a brand-new, reconfigured transfer station between the Red and Purple Lines.
Wilson construction will begin in mid-2013 and 95t Street Terminal will begin in 2014.

We've done an extraordinary amount of outreach to the public, the local business community,
elected officials, media and other stakeholders. The CTA has worked closely with its partner, the
Chicago Urban League, to notify the affected communities of the opportunities and economic
benefits associated with the Red Line South project for both individuals and businesses.

We held seven meet-and-greet sessions that paired Disadvantaged Business Enterprises with prime
contractors to identify subcontracting opportunities to ensure that smaller businesses within the
affected community could have meaningful participation in the project. The result was a high
percentage of contract awards for minority and disadvantaged businesses.

We also held three job fairs for part-time bus operator positions that will be needed to
accommodate the increased service during the construction period. Those fairs have resulted in
new, permanent jobs for hundreds of individuals.



With exploding ridership growth in the past 18 months, we moved quickly to improve service
without increasing costs. The CTA Board approved the first comprehensive restructuring of bus
and rail service in 15 years, pruning duplicative and low-ridership routes and adding extra bus and
rail service to areas experiencing overcrowding and growing demand. The additional CTA service
will reduce commuter wait times between trains and buses and lower rush hour crowd loads by 10
to 15 percent in most cases.

This year, we introduced a new brand name under the CTA umbrella: the Jeffery Jump. In
partnership with the Chicago Department of Transportation, the CTA unveiled the Jeffery Jump,
which provides new, faster service on Jeffery Boulevard and lays the groundwork for future Bus
Rapid Transit projects along Western and Ashland Avenues and in the central Loop. The attractive
blue Jeffery Jump buses began service in November.

Another of the CTA’s innovations has been the unveiling of a new fare payment system, Ventra, that
will provide CTA and Pace customers with a flexible, more convenient way to pay for train and bus
rides. By spring 2014, our riders will use contactless media to enter our stations and ride our
buses. Even a credit card will work with a simple tap of the fare reader.

[Printed Page 4]

Ventra is just the latest in a series of dramatic modernization improvements underway, making the
customer experience more convenient and pleasant. Much work remains to be done. But under
Mayor Emanuel, the CTA continues to move aggressively into the future.

Forrest Claypool
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Organizational Chart

[This is an organizational chart of the Chicago Transit Authority.

The Chairman of the Board and Board Members are at the top of the chart. Under the Chairman are
the President and Chief of Staff. The Office of the Inspector General is between the Chairman of the
Board and the President.

Nine branches are under the President, as follows:

The first branch is Legislative Affairs.

The second branch has Planning at the top, with Strategic Planning, Business Development, Grants
below, and Scheduling & Service Planning.

The third branch has Transit Operations at the top, with Bus Operations, Rail Operations, Bus & Rail
Maintenance, and Control Center below.

The fourth branch has Infrastructure at the top, with Power & Way, Facilities, and Engineer below.
The fifth branch has Administration at the top, with Human Resources & Employee Relations,
Purchasing & Warehousing, Technology, DBE/EEO/ADA Compliance, and Learning Unit below.
The sixth branch has Finance at the top, with Comptroller, Budget & Capital Finance, and Treasury
& Revenue Collection below.

The seventh branch has Law at the top, with Corporate Law & Litigation, Labor Policy & Appeals,
Torts, and Claims below.

The eighth branch is Communications.

The ninth branch has Safety & Security at the top, with Compliance below.]
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Executive Summary

[Photo: A busy rail platform with riders waiting for an approaching train.]

[Photo caption:] CTA rail ridership totaled nearly 532 million in 2011 and continued
to grow in 2012, benefitting from the agency’s ongoing investment in improving
service and upgrading infrastructure.

Overview

For 65 years, the Chicago Transit Authority (CTA) has been a critical component of the
Chicago area’s economic vibrancy. It has linked residents and commerce, and created
strong neighborhoods and communities by providing affordable, reliable transportation to
everyone.

This was a year of change and progress at the CTA, as the agency continued its emphasis on
efficiency and modernization.

The CTA winds down 2012 with many successes in our ongoing efforts to create a first-rate
transit system and use modern management to improve efficiency, eliminate waste and
duplication, and begin to bend historically rigid cost curves.

The CTA began an exciting new capital investment campaign in 2012: aging rail stations
were renewed and slow zones were cleared while plans were laid for a massive capital
program in 2013. This summer, the CTA announced an initiative that will result in an
almost entirely new bus fleet by 2014 through new bus purchases and complete overhauls.

And to make sure those buses are well-maintained in the coming years, the CTA also
announced a plan to modernize and upgrade bus maintenance and repair facilities. On the
rail side, the CTA continued to introduce the newest-generation rail cars—the 5000
Series—which provide a smoother ride, more space and many additional customer
amenities. Thousands of security cameras and more police are making our system safer.

Several significant capital projects are planned for 2013, including the historic
reconstruction of the Red Line South, a project that will provide a brand new railroad and
shave 20 minutes off round-trip commutes, and design work continues on modern transfer
stations at Wilson on the north and 95th Street on the south.

All of these improvements come as the CTA continues to experience record ridership
growth, rising 3.9% percent in the first 18 months of Mayor Emanuel’s administration.

But along with those successes came a host of continuing challenges—and meeting them is
the CTA’s top priority in 2013. Despite reducing the workforce to the smallest number in
the agency’s recent history, and implementing management initiatives to work more



efficiently and reduce costs, the CTA faces an operating deficit of $165 million in 2013—
down significantly from the $277 million deficit that was faced in 2012.

[Printed Page 8]

[Photo: A 5000 series rail car.][Photo caption:] CTA in 2012 rolled out its newest rail cars,
the 5000 Series, which provide passengers with smoother, quieter and more comfortable
train rides.

To close this gap while maintaining service to meet growing ridership, the CTA has
undertaken a number of necessary measures to balance its 2013 budget. These include
successfully negotiating a tentative four-year agreement with the Amalgamated Transit
Union, which represents bus and rail workers, resulting in approximately $50 million of
deficit reduction in 2013.

These changes are critical, especially given the structural imbalance in state funding. The
regional sales-tax distribution formula that determines how the CTA operations are funded
was established by the State Legislature in 1983 and simply does not adequately reflect the
CTA’s impact on the region. The CTA provides 82 percent of the transit rides and handles 58
percent of the ridership capacity, yet receives just 49 percent of state funding.

As part of state and federal mandates, the CTA also provides more than $100 million each
year in free and heavily discounted rides. The state provides $28 million each year to help
offset the costs of the mandates, far short of covering the actual costs.

On top of that, the General Assembly in 2008—as the Great Recession was grinding our
economy to a halt—required that the CTA immediately and fully fund pension and health-
care trusts. The cost of those mandates is nearly $100 million higher than the revenue
provided to cover the costs under the same legislation.

Without steps to address this instability, the CTA would continue to face year after year of
uncertain budgets. Therefore, in order to preserve service levels, protect jobs and to
preserve our capital funding for the massive infrastructure investment required to
modernize, we are also narrowing the discounts on our multi-day passes to bring them in
line with other major U.S. cities. However, the base fares remain unchanged.

For the second year in a row, our administration will not resort to transferring from capital
funds, which pay for preventative maintenance, to balance the CTA’s operating budget.
What'’s more, the CTA will continue its promise to do business in an efficient, rational way
that benefits the residents of the city of Chicago and neighboring communities, and fully
captures the potential economic and quality of life benefits that a robust public
transportation system can provide.

[Printed Page 9]
2012: A Year of Innovation and Results



Infrastructure and Investment

Recognizing the need to consistently upgrade and modernize transit in Chicago, the CTA
launched strategic long-term initiatives that will benefit the system and riders for years to
come.

Red North Station Interim Improvements

The CTA began work in June 2012 on the Red North Station Interim Improvements, which
includes much-needed capital maintenance work at seven rail stations that were built in
the early 1900s. These are some of the oldest stations in the CTA system—Granville, Morse,
Jarvis, Lawrence, Berwyn, Argyle and Thorndale. The $86 million project is on schedule and
will be completed by year-end. It will improve the quality and experience for riders and
neighbors, and it also will provide a life-extension for these stations that will last for many
years.

[Photos: A before and an after photo of the Morse Red Line Station.]

[Photo caption:] Seven Red Line stations on the North Side received much-needed capital
maintenance and upgrades as part of the North Red Interim Station Improvement Project,
including the Morse Red Line station, which reopened in August 2012 with new concrete
platforms, refurbished canopies and new fixtures and signage.

The Red North Station Interim Improvements is part of the agency’s $1 billion Red Ahead
initiative announced in 2011. This comprehensive initiative is designed to maintain,
modernize and expand Chicago’s most-traveled rail line. In addition to the seven stations,
renovation of the Loyola Red Line station commenced, including the stabilization of
existing infrastructure and improvements to the existing station and safety features. Work
on Loyola will be completed in 2013.

Collectively, these projects are part of Mayor Emanuel’s Building a New Chicago program,
which is updating infrastructure that’s critical to the city—and includes improvements that
will help ensure that the CTA continues to serve customers as effectively as possible.

[Printed Page 10]
Loop Track Renewal

[Photo: Several CTA employees work on Loop track]

[Photo caption:] CTA’s Loop Track Renewal project was one of the agency’s largest
construction projects in 2012 and was on schedule to be completed by year-end. The $33.8
million project replaces more than two miles of elevated rail and track components that
were installed in the early 1980s and are nearing the end of their useful life.

The Loop Track Renewal project began in April 2012, and includes the replacement of
nearly 11,500 feet of elevated rail and track components that were installed in the 1980s.
The Loop L is at the heart of the CTA system, with five of the CTA’s eight rail lines traveling



through it every weekday. By performing this work now, the CTA is avoiding future issues
that could negatively affect the 300,000 riders who travel through the Loop each weekday.

When the project is completed by the end of 2012, renewal work will have been performed
on tracks and structure along Wells and Van Buren streets; the Hubbard Curve (located just
north of the Merchandise Mart station, and at the Lake/Wells and Wabash/Van Buren
intersections.

New Morgan and Oakton Stations

The CTA opened a new Morgan Pink/Green Line station and a new Oakton Yellow Line
station during 2012, the first new CTA stations in 18 years. The Morgan station fills in a 1.3-
mile gap between Clinton and Ashland stations to serve riders in an emerging
neighborhood. The Oakton station serves growing Yellow Line ridership and increases
access to Skokie.

[Photo: Profile of new Morgan station showing the track crossing Morgan St.][Photo
caption:] A new rail station at Morgan/Lake on the Lake Street “L” opened in May 2012,
serving Pink and Green riders and providing easy access to the growing West Loop area of
Chicago.

Rail Fleet Modernization

The CTA in 2012 rolled out the new “5000 Series” trains on the Pink Line and is expected to
have fully completed the Green Line conversion by the end of 2012. Rollout of the newer,
quieter rail cars into service on the Red Line began in November. The CTA’s new rail cars
provide passengers with a smoother, quieter and more comfortable train ride and better
serve disabled riders by accommodating two wheelchair passengers and improved internal
signage.

[Printed Page 11]
Bus Fleet Modernization

The CTA announced in June 2012 that the agency will undertake a major program to
modernize its 1,877-bus fleet by 2014. This initiative includes the purchase of 425 new
buses and the overhaul of 1,029 buses. The new buses purchase would include 325
standard, 40-foot clean diesel buses and 100 60-foot “articulated” buses, which will be a
mix of hybrid and clean diesel engines. These buses in addition to the 100 articulated buses
that the CTA purchased in 2012. Additionally, the CTA will spend over $100 million to
overhaul 1,029 standard 40-foot buses, including rebuilt engines, transmissions,
suspension systems, heating and air-conditioning units, exterior repairs and painting, LED
lights and other improvements.

[Photo: Side shot of a 60 foot articulated bus driving past Grant Park in the Loop.]



[Photo caption:] Chicago Mayor Rahm Emanuel and CTA President Forrest Claypool in June
2012 announced a comprehensive plan to purchase and overhaul 1,500 CTA buses -
providing a nearly entirely new fleet.

Station Renewals

In 2012 the CTA launched its Station Renewal Program. “Renew Crews” provided 100
facelifts on stations across every rail line, working together in a coordinated,
comprehensive way to make meaningful improvements at rail stations. Depending on
station needs, these improvements include power-washing, repainting, upgraded lighting,
cleaning gutters and drains, replacing outdated signage and more. The innovative approach
efficiently used resources to have carpenters, electricians, plumbers, metalworkers and
other trades work together to bring stations to a renewed state all at once.

Purple Line Viaducts

The CTA replaced three century-old concrete viaducts with modern steel spans at
Greenleaf, Dempster and Grove streets on the Purple Line. Replacing them is a key
component in reducing the number of slow zones on the Purple Line and decreasing travel
times for many of the 10 million annual riders on that line. The work involved replacing the
crumbling viaducts with new steel structures, new abutments to the embankment,
retaining walls, foundations and new waterproofing and drainage systems.

[Photo: CTA rail infrastructure employees installing viaducts]

[Photo caption:] The CTA is committed to dramatically reducing the number of slow zones
across its system. In 2012 CTA replaced three viaducts on the Purple Line that were more
than 100 years old that were contributing to longer travel times for customers.
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Service Improvements

The CTA made numerous efforts in 2012 to enrich the customer experience by enhancing
service and adding features designed to reduce travel time and improve convenience,
comfort and access for riders.

Jeffery Jump

Working with the Chicago Department of Transportation, the CTA announced the “Jeffery
Jump,” a faster Jeffery Boulevard bus service during weekday rush periods. Preparation work
under way in the fall of 2012 included street pavement and bus pad reconstruction;
sidewalk, curb and ADA ramp reconstruction; bus shelter replacement and relocation and
more. The exciting new service, which will make riders’ commutes faster and more reliable,
will provide dedicated bus lanes or separate bus right of way from normal street traffic,
traffic signal prioritization (TSP), which extends green lights and shortens red lights for
buses, the ability for buses to bypass regular vehicular traffic and make fewer stops.

[Photo: A 60 foot articulated bus with the new Jeffery Jump route signage.]



[Photo caption:] CTA’s “Jeffery Jump” bus service, launched in November 2012, was a first
for Chicago, featuring dedicated bus lanes that shorten morning and evening rush hour
commutes for passengers.

CTA Train Tracker and Bus Tracker

Following the Train Tracker rollout in 2011, the CTA expanded the benefits of this
technology, which is available now for all 145 rail stations and, as of 2012, via texting. Bus
Tracker continues to grow in popularity, with the number of customers using Bus Tracker
texting to track bus arrivals showing an increase in 2012. In addition, the CTA in 2012
added 150 Bus Shelter LED screens with audio capability and made improvements to
enhance their reliability. The initial installations, based on locations that service multiple
bus routes, represent about 20 percent of total bus shelters citywide, but serve about 80
percent of CTA bus riders. Installation of additional LED screens will continue in 2013.

[Photo: Electronic sign at Morgan Station informs customers of upcoming arrival times.
[Photo caption:] Following the immense popularity of CTA’s Bus Tracker texting service,
the CTA launched texting service for Train Tracker, allowing customers to easily check
their trains’ next arrival times from their phones.
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Crowding Reduction Initiative

The Chicago Transit Board in September 2012 approved a plan to add bus and train service
to high-demand routes across the entire system, reducing waiting time between trains and
buses and lowering peak crowd loads by 10 to 15 percent in most cases. The plan, which
goes into effect in December 2012, is the equivalent of $16 million in added service to bus
and rail routes that are used by more than 76 percent of CTA’s customers.

The plan adds service to 48 bus routes, including the busiest and most crowded bus routes
in the city, during peak times. It also adds service to the Red, Blue, Brown, Purple, Orange
and Green lines during weekday rush periods to ease crowding on trains. The Red, Brown
and Blue Lines will also see significant increases in weekend service. Twelve duplicative or
low-ridership bus routes and two segments of two bus routes are to be discontinued—
nearly every one of which has a nearby transit alternative. Savings from these changes is
being reinvested into the additional service.

[Photo: Blue Line train prepares to depart station.]
[Photo caption:] The CTA in December 2012 is adding bus and rail service during weekday
rush periods to ease overcrowding and make passengers’ commutes more comfortable.

Rail Station Amenities: Non-Farebox Revenue

The CTA is committed to providing customer amenities and increasing revenue by
expanding the number of concessions in and around its stations. The CTA was pleased to
welcome the first Starbucks at a rail station—at the North/Clybourn Red Line station—and
Glazed and Infused, a gourmet doughnut shop, at the Armitage Brown Line station. In
October 2012, the CTA announced it signed an agreement to add 57 automated teller



machines to rail stations, bring the total number of ATMs available at stations to 136, a 72
percent increase. Leases were also signed with two small businesses that were identified
through CTA’s outreach efforts to find more diverse tenants: Lunderman Produce will open
at the Ashland/63rd Green Line station and the Interurban Café and Pastry Shop will be
located at the Grand Avenue Red Line station.

Support for Students

The CTA in 2012 announced its first multi-year sponsor for the First Day, Free Rides
Program that allows Chicago Public Schools (CPS) students to ride free on the first day of
school to encourage strong first-day attendance. The sponsor, Sun-Times Media, pledged its
support of free rides on the first day of school for the next three years.

Separately, the CTA provided free student rides during a seven-day CPS teachers’ strike in
September 2012 to an average of 40,000 students a day, to allow children to reach
designated CPS Children First sites.
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Finally, beginning in 2013, the CTA will reduce the cost of student rides by 12 percent, from
85 cents to 75 cents.

Management Improvements

The CTA is committed to making strategic changes that increase the efficiency of how the
agency operates. This includes closely examining every aspect of our business for waste,
redundancies and practices that no longer make sense. In 2012, the CTA continued to
execute on reforms launched in 2011.

Workers’ Compensation

CTA has experienced exponential growth in workers’ compensation claims for several
years. In 2012, the CTA created a task force that is dedicated to better scrutinizing claims
and ultimately reducing new claims and claim backlogs. The work is under way and will
take time to bring workers’ compensation payouts to more acceptable levels. However, as a
result of CTA’s efforts, early progress was made in 2012 as the rate of new injury claims
decreased to an average of 91 claims per month in 2012 compared with a 2011 average of
108.

Modernizing Employee Benefits

Revisions to the CTA’s sick and vacation policies for non-bargained employees in 2012
helped the agency better match or exceed the benefits offered to their private sector
counterparts. Non-bargained-for employees no longer have days off on birthdays or their
employment date anniversary. Vacation day allowances are capped at 25 days and pay for
vacation days upon separation from the agency is capped at 25 days rather than the
previous cap of 88. In addition, female employees now receive six weeks of fully-paid



maternity leave after giving birth and fathers and domestic/civil union partners receive
two weeks of fully-paid leave after the birth of a child. Adoptive parents also receive two
weeks of fully-paid leave after the birth and/or placement of an adopted child.

[Photo: A long aisle of a CTA warehouse]

[Photo caption:] In its ongoing efforts to increase efficiency, the CTA implemented
significant supply chain management improvements in 2012 that improve inventory
control, eliminate waste, and reduce excess spending and inefficient purchasing methods.

Reducing Waste

The CTA continues to closely examine spending and has increased its efforts to better
manage inventory. By the end of 2012, CTA will contract with a third party vendor to
manage its supply chain, which will allow for the use of modern technology—including a
barcoding system that integrates with an inventory control system—and access to a
national network of parts and material distributors. CTA has also taken a number of other
steps to reduce waste, including modifying bus staging in the Loop during the middle of the
day, saving $250,000 in reduced diesel, maintenance, and labor costs.
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Absenteeism

The CTA continues to incur tens of millions of dollars each year due to absenteeism. In
2012, CTA started a comprehensive approach to cracking down on serial absenteeism
abusers, and has seen several months of lower absenteeism—particularly in bus and rail
operations. If the trend continues, the savings to the agency could be in the millions of
dollars.

Sustainability

In April 2012, the CTA’s West Loop headquarters at 567 W. Lake St., Chicago, earned LEED
Platinum status, the highest possible rating from the U.S. Green Building Council. Already
one of the greenest buildings in Chicago, it is one of only a few in the country to have
achieved this elite status. This accomplishment joins a host of other initiatives such as
cleaner buses and more efficient facilities that are delivering a more sustainable Chicago.

[Photo: CTA staff receiving a LEED Award at a presentation ceremony.]
Outreach

The CTA continued to step up its outreach and community efforts to better partner with all
stakeholders. Over the past year, CTA’s Diversity Programs Department increased its
outreach efforts to unprecedented levels, especially to Disadvantaged Business Enterprises
(DBE). CTA’s team convened and attended numerous community outreach meetings
regarding major projects; participated in meetings and presentations for trade agencies,



DBE assist agencies and other community organizations; and took part in business and
contactor conferences and symposiums.

The CTA has utilized both traditional and new technologies to inform the business
community about new CTA initiatives. New, comprehensive DBE materials were widely
distributed to the offices of elected officials, community groups and business and
community organizations to help companies determine if they qualify as a DBE and provide
a step-by-step overview of the certification process. CTA also utilizes email blasts to
quickly and fairly notify businesses of new contracting opportunities.

The CTA developed outreach initiatives regarding project-specific contracting and
subcontracting opportunities, like those presented by the planned 2013 Red Line South
Track Renewal Project. CTA convened seven meet-and-greet sessions for that initiative,
pairing DBE subcontractors with larger prime contractors, in order to help build
connections for CTA projects and others, both now and in the future.
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As part of the CTA’s Red Line South Track Renewal Project commencing in 2013 CTA
identified the need for 400 new part-time bus operators to drive bus shuttles and
accommodate supplemental service during the five-month shutdown of a major portion of
the Red Line South (details about the project can be found in the 2013 portion of the
Executive Summary). To fill those positions, CTA held Part-Time Bus Operator Job Fairs at
three locations this summer, including Chicago State University, the National Teachers
Academy and Kennedy-King College. The job fairs were very successful, attracting 4,016
job seekers 1,936 of which met the basic requirements and were able to move forward into
the testing phase. Some of those individuals have already been hired and are currently
operating buses and many more will continue to be hired in the New Year. The part-time
operators will eventually replace full-time drivers who leave or retire from the agency.

[Photo: An approaching 95th bound Red line train pulls into Cermak Station.]

[Photo caption:] Reconstruction of Red Line South between 22nd and 95t Street will begin
in May 2013 and will dramatically improve aging stations and infrastructure for a quicker,
more comfortable commute.

Safety and Security

The CTA has undertaken a number of steps to improve safety and security for our
passengers and our employees and those efforts are working. Through the first nine
months of 2012, violent crimes have dropped 23 percent over the same time period last
year. Working closely with the Chicago Police Department, methods to reduce crime and
increase safety have included installing approximately 1,800 new security cameras at our
rail station, which have assisted with 134 arrests in the first nine months of 2012.
Decreases have occurred in several categories, including robbery, aggravated assault and
aggravated battery. In addition, the Chicago Police Department Public Transportation
Section Rail Saturation Missions have resulted in more than 800 arrests and citations since
June 2011. The CTA has also increased its focus on fare evaders and passengers moving
between rail cars, since persons who engage in those activities are often involved in



robberies and thefts. The CTA’s “See Something, Say Something” awareness campaign—has
also encouraged customers to be aware of surroundings and report suspicious behavior.

[Photo: Rail station security camera]

[Photo caption:] CTA has about 3,600 security cameras at its rail stations, which have
significantly aided CTA efforts to investigate and prosecute crimes on the system - and
have led to a reduction in several types of crimes.
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2013: Accelerating for the Future

Infrastructure and Investment

As 2013 begins, the CTA will continue investment and modernization, recognizing the
critical role transit plays for the region and the need for affordable, safe and reliable
transportation. It will be an exciting year of much positive change.

[Photo: A 40 foot New Flyer bus.]

[Photo caption:] During the reconstruction of the Red Line South, CTA will provide free
shuttle service to help customers get to their destinations and provide significant
additional bus service on routes within the project area.

Red Line South

Starting in the spring of 2013, the CTA will begin the complete and long-overdue
reconstruction of the South Red Line from the 16th Street portal to the south end of the
95th Street station. The project will completely rebuild the tracks and track bed on the 10-
mile stretch of the Red Line known as the Dan Ryan Branch. Currently, 40 percent of the
Dan Ryan track is in such poor condition that slow zones have been established that limit
train speed to maintain safe operations, but result in delayed passenger trips. This increase
in travel time causes reduced reliability, increased operating costs and increased fleet
requirements for the Red Line. The $425 million project will provide more comfortable and
more reliable service for Red Line riders and reduce slow zones that have dramatically
decreased the system’s reliability.

The CTA will shut down the Dan Ryan portion of the Red Line for five months to perform
the necessary construction activities. The plan concentrates work into the shortest possible
project duration in order to allow South Side residents to have faster and more reliable
service sooner, by the end of 2013. Closing the entire line facilitates the CTA’s ability to
install new elevators at Garfield, 63rd and 87th Street stations, making all of the stations on
the Dan Ryan branch ADA-accessible.

In conjunction with that project, the CTA will offer shuttle buses and expanded
supplemental bus service to customers during the construction project. The CTA will hire
400 part-time bus operators to operate the expanded bus service. The drivers will become



permanent bus drivers following the conclusion of the project, replacing full-time drivers
as they retire or leave. The CTA held three job fairs in 2012 to recruit new talent. The job
fairs were attended by more than 4,000 people.
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95th Street Terminal

The CTA announced its 95th Street Terminal Improvement Project in 2012, and continues
to make progress to initiate construction of a new facility in 2014. This $240 million
terminal will expand and greatly improve the 95th/Dan Ryan Terminal and bring
significant enhancements to a bus and rail station that is a vital part of the South Side.

The terminal currently serves an estimated 20,000 commuters on weekdays and connects
the Red Line train with 13 bus routes that serve South Side neighborhoods. The project will
improve accessibility and safety for riders by relieving congestion, adding new bus bays,
widening customer waiting areas, adding a terminal entrance and providing pick-up/drop-
off space accessible to disabled paratransit riders.

[Photo: Artist renderings of the new 95th Terminal.]

[Photo caption:] The CTA announced in 2012 that it will completely rebuild its bustling 95t
Street Terminal, which services approximately 20,000 bus and rail passengers every
weekday. CTA has held several public meetings on the facility’s design, and construction is
expected to begin in 2014.

These improvements will minimize life cycle costs by addressing the underlying
infrastructure deficiencies. This in turn will decrease annual rehabilitation costs, which
would be required to maintain the terminal if the current conditions are not addressed.
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The Department of Transportation recently announced the CTA will receive $20 million in
FY 2012 Transportation Investment Generating Economic Recovery (TIGER) funds to
supplement funding for expansion of the Terminal. The CTA is preparing an application for
the TIGER-TIFIA Loan program and will utilize $8 million in TIGER funds to leverage an
$80 million TIFIA loan. In addition, the CTA requested Bus Livability funds for the project
and was awarded $10 million. The remaining funding is available using federal formula
funds, state and other CTA funds.

Wilson Red Line Station Reconstruction

A completely new Wilson Red Line station will be constructed beginning in 2013. This $203
million project is one of the largest CTA L station projects in the agency’s history. The
project will create a brand-new, reconfigured station that will serve the CTA’s busiest rail
line, as well as a facility that will serve as an anchor for economic development in the
Uptown neighborhood. The new station design features contemporary architecture
including glass and steel canopies and a striking, glass-enclosed entrance along Wilson. An
auxiliary entrance is planned for Sunnyside Avenue, serving nearby retail development.



The project also includes significant track and signal system improvements near the
station, as well as structural and viaduct work.

[Photo: Artist rendering of the new Wilson Station upon completion.]

[Photo caption:] The new Wilson Red Line station will replace a badly deteriorated station
that was built in 1923 with a completely rebuilt, modern transfer station between the Red
and Purple Lines.]

Ravenswood Corridor

In Spring 2013, the CTA will begin the $66 million rehabilitation of the elevated
Ravenswood Connector between Armitage and the Merchandise Mart, which was built in
the late 1800s. The project will improve the safety and reliability of a key segment of the
Brown and Purple Lines and shave about two minutes off the average commute. The
project will also allow the CTA to expand capacity on the Brown Line, which will reduce
crowding and improve convenience for our customers by adding more frequent service.
The Brown Line has experienced some of the highest ridership growth among CTA rail
lines in recent years, adding two million riders in 2011. The project will be completed in
2014.
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Service Improvements
Western/Ashland Bus Rapid Transit

The CTA, in partnership with the Chicago Department of Transportation (CDOT) and the
Federal Transit Administration (FTA), is performing an Alternatives Analysis planning
study to explore options for Bus Rapid Transit (BRT) on both Western and Ashland
Avenues. BRT aims to provide faster, more efficient and more reliable service than
traditional bus service, and can include features such as dedicated bus lanes, new enhanced
stations and traffic signal upgrades. This planning study includes analyzing the positive and
negative impacts of these BRT options. The study area extends approximately 21 miles
along Western and Ashland Avenues, from Howard Street on the north to 95th Street on
the south. Elements of the Jeffery Jump service launched in late 2012 will be used to
develop future BRT projects in these corridors.

Central Loop Bus Rapid Transit

The CTA and CDOT are studying east-west bus-only lanes in the Central Business District to
reduce travel times and improve connections to Union Station, Ogilvie Transportation
Station, North Michigan Avenue, and Navy Pier. Configuration options were being studied
in fall 2012. The benefits of Central Loop BRT would include faster, more reliable bus
service, congestion management, the ability to build from existing infrastructure, better
access to jobs and businesses and possibly reduced auto-bus accidents.

Ventra



As part of the CTA’s commitment to investing in technology that makes taking public
transportation easier, the CTA will roll out in summer 2013 a new, modernized fare payment
system called Ventra that will allow passengers to pay for CTA and Pace transit trips via
contactless Ventra Cards, as well as personal bank-issued debit and credit cards equipped
with a contactless chip.

This new fare payment system will allow customers to more quickly board trains and buses.
Ventra will mean riders no longer need to carry multiple cards, and will not have to worry
about having cash on hand or exact change. Additionally, the “tap” transaction will be faster
than inserting cash or magnetic-stripe cards into fare equipment, which will speed boarding
and improve service.

[Photo: Illustration of a new Ventra debit card.]
[Photo caption:] CTA will begin rolling out its new, modern Ventra fare payment system in
2013, providing convenient and flexible payment options for both CTA and Pace customers.
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The CTA is working with Cubic Transportation Systems to design the new system. Pace
joined the contract in July 2012 making Ventra a regional system and the cornerstone for the
state-mandated regional universal fare card. Cubic will provide all of the fare collection
equipment, maintenance and support. The new system is expected to result in a savings of
more than $50 million to the CTA over the life of the 12-year contract, and resolves the need
for the CTA and Pace to upgrade and maintain existing fare collection equipment that is
nearing the end of its useful life.

Station Innovations

The CTA will work with the CDOT and others to bring as many amenities to transit stations
as possible. This includes coordinating with CDOT on the launch of the city’s first-ever bike-
sharing program, which calls for an initial rollout of 3,000 rental bikes at 300 locations.
Many of those locations will be located at rail stations and along major bus routes—
highlighting the connectivity of the city’s transportation network and the importance of
providing alternatives to driving.

Conclusion

The goal of the CTA is to continue the momentum that has been achieved in rebuilding its
transit system, recognizing its long-reaching impact on the region’s economy and well-
being of its residents. The CTA, like many transit agencies, faces numerous challenges
ranging from funding to maintain levels of security, safety and reliability. With those goals
in mind, the CTA looks forward to implementing positive changes in 2013 and achieving
meaningful progress toward those goals.

[Photo: CTA rail car and bus.] ]
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2012 Operating Budget Performance Summary

Introduction

The CTA operates around the clock, every day of the year to provide quality, affordable
service. When operations are timed down to the second, it is a constant challenge to focus
on both the immediate needs and the long term problems. This challenge is compounded
by decades of under-investment in buses, trains, facilities and infrastructure. The lack of
investment of the past results in operational problems today, from buses pulled out of
service to slow zones on the rail (L). Yet the CTA has begun to focus on the future,
channeling resources into renewing rail stations and bus maintenance facilities that have
not been upgraded in over 100 years, replacing 40-year-old rail cars and track that is even
older, and delivering new services to enhance and accelerate everyone’s trip.

Having the means to invest in the future requires efficient management of day-to-day
activities. In 2012, the CTA advanced several initiatives to improve efficiency and save
money. In managing personnel, the agency confronted the chronic absenteeism of a small
number of its employees. In an interdependent system, small disruptions, such as
unscheduled absences, can have large, cascading effects on service and overtime costs. To
address this, years of attendance data was compiled to identify the biggest problem areas,
procedures were reissued, and all front line managers were retrained in how to properly
enforce the procedures. Since the initiative began in February 2012, the overall CTA
absenteeism rate has dropped steadily from 7.7 percent for the month of February to 5.7
percent for the month of September. The September year-to-date rate has dropped from
6.7 percentin 2011 to 6.3 percentin 2012.

In other cases, inefficiencies arise because the rules themselves do not make sense.
Antiquated work rules in collective bargaining agreements make it exceptionally difficult to
maintain quality service without incurring excessive overtime and other costs. In a major
breakthrough, the CTA and the International Association of Bridge, Structural, Ornamental
and Reinforcing Iron Workers Local Union #1 came to a tentative agreement in October
2012 that would increase hourly wages and benefits for iron workers, while giving the
agency more flexibility in how it assigns and schedules the work. Following this, the CTA
announced agreements with 12 other craft unions in November that provide similar
flexibility and will save millions of dollars annually.

On the non-personnel side, 5000-Series rail cars were put into revenue service for the first
time. The new cars are in service on the Pink and Green Lines and are being phased in on
other lines in the upcoming months. Due to the newer equipment under warranty and the
retirement of older cars that are more expensive to maintain, the agency forecasts it will
spend less than budgeted for material in 2012.

In addition, the CTA began revamping its purchasing and warehousing operations. For the
first time, the agency published a multi-year buying plan. This not only encouraged careful



internal planning, it gave the external vendor community advance notice. This will help
foster competition for CTA business and ensure vendors are ready to supply material when
the CTA is ready to make purchases. The agency has also begun culling obsolete material
from its warehouses. Over time, millions of dollars of excess inventory has accumulated on
stockroom shelves. The CTA is taking steps to move to a “just-in-time” supply chain that
would reduce the need to own inventory and increase cash flow for operations.
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The agency signed a new agreement with the Chicago Police Department to enhance
passenger security. Under the three-year agreement, CTA would have 50 new police
officers to patrol the bus and rail systems and will continue the successful Voluntary
Special Employment Program - an investment of $10 million annually.

On the revenue side, the CTA inked 10 new lease agreements in 2012, bringing in millions
of dollars in new revenue. This includes the addition of the first Starbucks in a CTA station
at North and Clybourn. Also, the CTA reached an agreement with Peapod to create virtual
markets in nine rail stations.

The agency took initial steps to realign service to reduce crowding and eliminate
redundancy. These “decrowding” efforts realigned service to routes where customers are
waiting through several buses or trains until one arrives with available room.

These, and other, efficiency efforts helped reduce the structural deficit.

Ridership

In 2012 the CTA worked with its transit partners to increase the information and options
available to riders. The CTA is working with the RTA, Metra and Pace to provide integrated
real-time travel information on the RTA website. The CTA also announced it will work in

concert with Pace to develop a unified fare collection system.

Table: Ridership 2008-2012 Forecast by Bus and by Rail
(in millions)

2008 2009 2010 2011 2012

Forecast

Bus 328.2 318.7 306.0 310.4 313.2
Rail 198.1 202.6 210.8 221.6 229.6
Total 526.3 521.2 516.9 532.0 542.8
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The 2012 original budget estimated systemwide ridership to be 529.2 million. The CTA
currently projects that ridership will end the year at 542.8 million, or 2.6 percent above the
budgeted estimate.



When compared to 2011, 2012 ridership is forecast to be 10.9 million trips, or 2.0 percent
higher. This reflects an increase of 0.9 percent in bus ridership in 2012, and an increase in
rail ridership of 3.6 percent over 2011.

Average weekday ridership for 2012 is projected at 1.7 million per day, which is 1.8
percent higher than 2011 weekday ridership. This is mainly attributable to a 4.4 percent
increase in weekday rail ridership. Weekday bus ridership is up 0.9 percent.

Average Saturday ridership for 2012 is projected at 1.1 million per day, which is an
increase of 1.8 percent from 2011 Saturday ridership. The 0.8 percent increase in bus
ridership and the 5.3 percent increase in rail ridership contributed to this systemwide
increase.

Average Sunday/holiday ridership for 2012 is projected at 0.8 million per day, which is a
1.3 percent increase from 2011 Sunday/holiday ridership. This was driven by the 4.8
percent increase in rail ridership and a smaller increase in bus ridership of 1.7 percent.

Operating Expenses

Operating expenses for 2012 are estimated to be at $1,273.7 million, which is $18.6 million
less than the 2011 actual results.

Pie Chart: 2012 Operating Expenses (in millions)

2012 forecast

Labor $924.9
Material $ 66.7
Fuel $ 65.2
Power $23.7
Provision for Injuries and

Damages $24.0
Purchase of Security Services $40.2
Other Services $129.0
Total $1,274

The 2012 labor expense is projected to be $924.9 million, which is $31.1 million or 3.5
percent higher than the 2011 actual labor costs and $5.8 million (0.6 percent) above the
2012 revised budget due to higher fringe benefit costs and an increase in overtime costs.
Labor expenses continue to comprise over two-thirds of the annual operating expenses.
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Material expenditures for 2012 is forecasted to be $66.7 million, which is $1.8 million (2.6
percent) lower than the revised 2012 operating budget and $1.2 million (1.8 percent) less
than 2011 actual expenses. The less than budgeted variance is being driven by the offset of
costs to capital projects, routine reviews of material expenditures and more favorable per
unit price costs.

Table: CTA Material Expenditures (in Millions)

2012
2008 2009 2010 2011 Forecast
$100.6 $87.9 $80.1 $67.9 $66.7

Revenue equipment diesel fuel expenditures are forecasted to end the year at $65.2
million; this is $0.4 million or less than 1 percent under the 2012 revised budget. Fuel
consumption for 2012 is projected to be 19.2 million gallons, which is an increase of 0.4
million gallons higher than the 2012 original budget. The projected increase in the gallons
consumed is being driven by adjustments to service that have resulted in additional
unscheduled hours.

Table: CTA Fuel Expenditures (average cost per gallon)

2008 2009 2010 2011 | 2012
Forecast

$ 382 | $455 [ $271 | $3.18 | $3.06

As of September 12, 2012, the CTA has locked in 91 percent of the projected fuel
consumption for the year at an average price of $3.06 per gallon and an estimated purchase
price of the remaining un-hedged fuel at $3.18 per gallon. The hedging process that is in
place by the CTA includes daily reviews of the commodities market and bi-weekly meetings
with industry consultants to discuss hedging recommendations. The CTA was able to put
into place a long-term, layered fuel hedge that will continue into the next budget and plan
years. Even with the increase in consumption, through the hedging process, the CTA was
able to manage expenditures within the amended budgeted dollar amount.

Electric (traction) power expenses are projected to end the year at $23.7 million, which is
$1.3 million (5.2 percent) under the original 2012 budget, but $0.8 million over the
amended 2012 budget. The costs incurred for 2012 are forecasted to be $4.5 million or
16% less than 2011 actual expenditures. The lower than anticipated cost is being driven by
favorable market pricing and the CTA’s long-term hedging strategy which allows the CTA to
purchase wholesale power for its base load electricity supply in advance.
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Provision for injuries and damages represents expenses for claims and litigation for
incidents that occur on CTA property, as well as incidents involving CTA vehicles. This
amount is suggested by the CTA’s actuaries and is based on actual claims history and future
projections. The 2012 forecast for this cost is $24.0 million, equal to the 2012 revised
budget amount.

Security expenses are forecasted to be $40.2 million, $3.4 million (9.2 percent) higher than
the original 2012 budget. The increase is due to the contracted rate increase for rail station
security guards, the addition of security at the Oakton and Morgan stations and the new
intergovernmental agreement that was negotiated with the Chicago Police Department. In
total the security services budget consists of expenditures for intergovernmental service
agreements with officers from the Evanston, Oak Park and Chicago police departments, as
well as contracts with other private security firms. The Public Transportation Section of the
Chicago Police Department also provides services to CTA customers during the course of its
regular patrols, at an estimated value of $22 million. These costs are paid for by the City of
Chicago as in-kind services rendered to the CTA.

Table: Purchase of Security Services (in Millions)

2008 2009 2010 2011 | 2012
Forecast

$32.4 $32.3 $33.3 $36.8 $40.2

Other expenses are projected to be $129.0 million, as compared to the original budget of
$126.0 million. This category includes interest on pension obligation bonds, utilities,
maintenance and repair, advertising, commissions, consulting, insurance, leases and
rentals, and other general expenses. The $3.0 million increase is due to an increase of non-
capital grant expenses.

Operating Revenues
System-Generated Revenues

System-generated revenues are projected to be $642.8 million. This is $14.1 million higher
than the original budget of $628.7 million.
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Pie Chart: 2012 Operating Revenue (in Millions)

2012 forecast

Fare and Passes $549.0
Reduced Fare Subsidy $28.1
Advertising, Charter& $ 25.5
Concessions

Investment Income $0.6




Statutory Required $5.0
Contributions

Other Revenue $34.5
Total $642.8

Regular fares and passes make up the majority of system-generated revenues. Revenue
from fares is forecast to be $549.0 million. This is $4.0 million more than the revised 2012
budget and $21.1 million more than the 2011 actual amount. These increases are a direct
result of increases in ridership. The average fare paid in 2012, including cross-platform
transfers, is projected to be $1.01.

The reduced-fare subsidy is the State of Illinois’ reimbursement to the CTA, Metra and
Pace for discounted fares given to people with disabilities and students. Revenue from the
reduced-fare reimbursement is projected to be $28.1 million, which is 0.1 million more
than the budgeted level.

Advertising, charters and concessions revenues in 2012 are projected to be $25.5
million, which is $2.7 million more than budget and $4.0 million more than 2011. This
strong growth is due to an improving economy that has boosted ad sales. A change in
agency board policy allowing alcohol advertisements opened up a new channel of business.

Investment income is estimated to be $0.6 million, which is slightly higher than the 2011
actual. The level of investment income is low primarily because of historically low interest
rates. Income is also low because the State of Illinois is late in payments of public
transportation funds and reduced fare reimbursement to the CTA. This forces the CTA to
have more cash on hand and thus less available for short-term investments.

Statutory required contributions will meet the budgeted amount of $5.0 million per the
Regional Transportation Authority Act, which requires the City of Chicago and Cook County
to contribute $3.0 million and $2.0 million respectively to CTA operations each year.

Other revenues, which include parking fees, sale of real estate, rentals and sale of CTA
merchandise, are projected to be $34.5 million, which is $7.5 million more than the 2012
budget and $3.1 million (9.9 percent) above 2011 actual revenues. One reason for the
increase is the receipt of non-capital grant revenue that was not in the original budget. It is
also due to an increase in rental and parking revenue. CTA signed 10 leases in 2012 worth
over $2.8 million in present value terms. The total 2012 revenue from ATMs and vending,
parking, telecommunications, and office leases will be approximately $8.7 million.
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Public Funding

The public funding projected for 2012 is $630.9 million. This funding is comprised of sales
tax, discretionary funding from the RTA and real estate transfer tax from the City of



Chicago. This is $14.3 million higher than the original budget, the result of higher than
expected sales tax revenue across the region as well as higher real estate taxes in Chicago.

Table: Total revenue 2012 forecast (in thousands)

System Generated Revenue $549,000
Fares and Passes
Reduced Fare Subsidy 28,099
Advertising, Charter & Concessions 25,499
Investment Income 629
Statutory Required Contributions 5,000
All Other Revenue 34,542
Total System Generated Revenue $642,769
Public Funding Available through the RTA $630,929
Total 2012 Revenue $1,273,698
Total 2012 Expenses $1,273,698
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2012 Operating Budget Schedule

Operating Expenses Original Revised | Forecast Variance
Budget Budget 2012 (Revised
2012 2012 VS.
Forecast)
883,075 919,075 924,885 (5,810)
Labor
71,493 68,493 66,714 1,779
Material
66,707 65,631 65,238 393
Fuel
24,977 22,867 23,650 (783)
Power
31,200 24,000 24,000
Provisions for
Injuries and Damages
36,803 36,803 40,175 (3,372)
Purchase of Security
Services
126,036 126,036 129,036 (3,000)
Other Expenses
1,240,291 | 1,262,905 | 1,273,698 (10,793)

Total Operating
Expenses




System Generated
Revenue

540,000 545,000 549,000 4,000
Fare and Passes
28,000 28,000 28,099 99
Reduced Fare
Subsidy
22,802 22,802 25,499 2,697
Advertising,
Charter&
Concessions
867 867 629 (238)
Investment Income
5,000 5,000 5,000
Statutory Required
Contributions
27,013 27,013 34,542 7,529
Other Revenue
623,682 628,682 642,769 14,087

Total System
Generated Revenue

Public Funding




Public Funding
Available Through
RTA

616,609

616,609

630,929

14,320

Additional 2011
Sales Tax/
Discretionary

17,614

(17,614)

Total Public
Funding

616,609

634,223

630,929

(3,294)

Recovery Ratio*

59.56%

60.38%

61.48%

1.10%

Required Recovery
Ratio

52.00%

52.00%

52.00%

Balance

*Recovery ratio is calculated by dividing the System-Generated Revenues over Operating
Expenses. The calculation includes in-kind revenues and expenses for security provided by
the City of Chicago, excludes security expenses, POB debt and includes some grant
revenues.
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President’s 2013 Proposed Operating Budget Summary

Introduction

The CTA will provide over half a billion rides in 2013 with the leanest management and
operating staffs in its history. The authority has taken a number of steps to structurally
reduce operating expenses to deliver a more efficient product for customers, including
reducing overhead, removing slow zones, reducing crowding on buses and trains,
modernizing the bus and rail fleets, moving to a 21st century fare payment system, and
leveraging technology to streamline administrative processes.

The CTA has also taken major steps to modernize its labor practices. In 2012, the agency
reached tentative agreements with the Ironworkers and 12 other craft unions. The
agreements will result in better wages, a more sustainable health care plan, and more
flexibility in how and when work is performed. These agreements set the stage for the
landmark agreement between the CTA and the Amalgamated Transit Union, which
represents the Authority’s bus drivers and motormen, among others. The agreement will
also allow the CTA to bend its current cost curve through benefits that are more in line with
other public agencies and greater flexibility in scheduling work. Taken together, these new
contracts will result in much more cost-effective service to customers.

With these labor agreements, the CTA now has certainty about labor costs and can close its
operating budget deficit without continually resorting to unsustainable borrowing or one-
time transfers from capital funds. Critical investments are needed for the agency’s buses,
trains, and infrastructure. Many of the assets critical to operating a smooth and reliable
system are in need of repair or replacement. The CTA is now replacing rail cars that are
over 40 years old and whose parts have long ago stopped being manufactured with the first
new rail cars to appear on the system in 20 years. While some of the rail system has been
upgraded, many parts, especially on the Red and Blue Lines, are in need of critical repairs
to remove slow zones and increase capacity. New buses will help improve fuel efficiency
and reduce breakdowns, and the current bus fleet will need a substantial overhaul to
continue to carry customers until the end of the decade. Because of these and other critical
capital project needs, the CTA is committed to “building a new CTA” by protecting and
enhancing its capital investments.

In order to continue to invest in a better system while protecting our critical service, the
CTA proposes to keep its base fares stable and reduce the discount on single- and multi-day
passes and other discounted products. Passes will continue to provide a valuable discount
for frequent riders. Reduced fares and passes will be 50% of the base price, and high school
students (including Chicago Public Schools) will see their fares decrease by ten cents to a
base fare of $0.75. The revenue generated by these changes, along with the savings in the
labor agreement and better overall management, will ensure stability for years to come.
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Ridership

After the largest economic downturn in generations, the economy is in the midst of a slow
rebound. Ridership growth has remained strong, highlighting the critical role that the CTA
plays in Chicago’s regional economy.

The CTA estimates systemwide ridership will remain largely stable at 529.6 million in
2013, which is well above the half billion riders that CTA has targeted in recent years. This
year will be a year of intensive capital work on the rail system—with the reconstruction of
the Dan Ryan branch of the Red Line to start in May—that will set the stage for increased
ridership in 2014 and beyond.

The most important factors influencing ridership are the quality and health of the system,
the vibrancy of the Chicago-area labor market, and the price of other modes of commuting.
Employment in the Chicago area continues its recovery from the recession, with the total
labor force size increasing and the unemployment rate dropping. Commuting costs
continue to be high. Consumer gas prices are in record-high territory and parking costs
continue to increase. In 2013, street parking in the Loop is slated to increase to $6.50 per
hour, compared to $2.00 or $2.25 for a full-fare CTA ride.

CTA’s new Ventra system may have an impact on ridership in 2013 and beyond. With the
Ventra pre-paid debit card, customers will be able to pay for fares on the CTA as well as
make any other purchases where the cards are accepted. Customers will also be able to tap
a reader with their own credit or debit cards (and eventually mobile phones) to pay for
fares. CTA plans to roll out Ventra in cooperation with Pace in mid-2013. The system will
be expanded to all of the CTA and Pace in late 2013 or early 2014. In addition, the CTA is
participating in an effort to coordinate fare policy across the CTA, Pace, and Metra, which
will ultimately result in a more seamless transit experience.

Service & Fares

The President’s 2013 proposed budget recommends no cuts in overall service levels.
Demand for the CTA’s bus and rail services remains strong and the CTA will focus on
continuing to provide current levels of service to its customers, including recently
approved crowding reduction initiatives.

The President’s 2013 proposed budget recommends holding the base fare stable at $2.00
for bus rides and $2.25 for rail rides and maintaining a discount on single- and multi-day
passes but narrowing that discount. Currently, the CTA has multi-day passes at a discount
rate that exceeds most other transit agencies. Increasing the price of passes and bringing
reduced fares to their required 50% discount will help keep service running with
continued investments in improvements. It will have been four years since CTA last
changed fares. In order to preserve the affordable value of taking transit, the proposed
budget does not contemplate an increase in the base fares. A bus and rail ride will remain
$2.00 and $2.25, respectively.
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Under the proposed fare changes, the pass prices will increase for all pass types—1-Day,
3-Day, 7-Day, 30-Day, CTA/Pace 7-Day, and Metra Link-Up. The pass prices remained
constant from 1998 to 2008 and were increased by only 15% in 2009. CTA is proposing a
restructuring of the pass price schedule to ensure that loyal, frequent customers riding on
7- and 30-Day Passes to continue to save money and receive a discount for frequent use.
Given how much the costs of other modes of transportation have been increasing, the CTA
remains one of the best values in the region.

The President’s 2013 proposed budget calls for reduced fares to be pegged at their
statutorily intended level of a half fare. Reduced fares have not been adjusted since 2006
and the last significant increase was 9 years ago in 2004. The 30-Day Reduced Fare Pass
has been at the same price ($35) since 1998—15 years ago. Rides on a reduced fare
transit card on the bus system will change from $0.85 to $1.00. Rail customers will
similarly see reduced transit card fares change from $0.85 to $1.10. The reduced fare
transfer price of 15 cents will remain the same and will not change. Low-income seniors
and persons with a disability who have a valid RTA Circuit Ride Free Permit will continue
to ride for free on the CTA.

The CTA is pleased to propose a new student fare for elementary and high school
students, who currently pay the reduced fares with a student riding permit. The new
student fare will be $0.75 on bus and rail. This is a reduction of fares for students by
about 12%. The new student fare will be applicable for elementary and high school
students with a student riding permit on schools days, from 5:30am to 8:30pm.

Additionally, a new O’Hare Station fare of $5.00 is recommended for all full fare rides
taken on CTA rail departing from the O'Hare Blue Line Station. Passes and reduced fares
will not be affected by this change. Frequent riders to O’Hare will be able to use multi-day
passes at their normal rate. O’Hare station is one of the farthest stations on CTA system
and other cities charge similar fares for airport trips. A comparable taxi ride to downtown
costs $40.
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All proposed fare changes are shown in the following table:
Table: Proposed Fare Structure For All Routes



Fare Group Current Fare Structure | Proposed 2013 Budget
(effective 1/1/2009) Fare Structure

(effective 1/14/2013)

CTA Regular Fare Types

Full Fare Bus [1] $2.00 Unchanged

Full Fare Rail [1] $2.25 Unchanged

Full Fare Cash (Bus Only) $2.25 Unchanged

Transfer $0.25 Unchanged

1-Day Pass $5.75 $10

3-Day Pass $14 $20

7-Day Pass [2] $23 $28

Full Fare 30-Day Pass $86 $100

Metra Link-Up $45 $55

CTA Reduced Fare Types [3]

Reduced Fare Bus $0.85 $1.00 [49 CFR Part
609]

Reduced Fare Rail $0.85 $1.10 [49 CER Part
609]

Reduced Fare Cash (Bus Only) | $1.00 ié'gl]o [49 CFR Part

Transfer $0.15 Unchanged

Reduced Fare Pre-Paid Bonus | 10% Eliminated

30-Day Reduced Pass $35 $50 [49 CFR Part
609]

CTA Student Fare [4]

Fare Eus & Rail on Student $0.85 $0.75

Permit

Transfer $0.15 Unchanged

Student Fare Cash (Bus Only) | $1.00 $0.75

O'Hare Station Fare [5]

Full Fare on Transit Cards,

Chicago Cards, Chicago Card $2.25 $5.00

Plus

#128 Soldier Field Express [6]

All Round-trips

One-Way Fare: $1 Full
Fare / $0.50 Reduced

$5.00 round-trip
$2.50 reduced fare




[Printed Page 35]

Fare Table Notes:

1. Fares paid with Chicago Card Plus, Chicago Cards, and Transit Cards, unless otherwise
noted.

2. CTA/Pace 7-Day passes will change from $28 to $33.

3. CTA offers reduced fares via an RTA Reduced Fare Permit to Seniors as required by 49
CFR Part 609 and free rides to eligible Seniors as required by 70 ILCS 3605/51(b).
Similarly, CTA offers reduced fares via an RTA Reduced Riding Permit to Persons with
Disabilities as required by 49 CFR Part 609 and free rides to eligible Persons with
Disabilities as required by 70 ILCS 3605/52. In addition, CTA also offers reduced fares to
children age 7-11.

4. CTA is introducing a new Student Fare for elementary and high school students on school
days, 5:30am to 8:30pm. Students will be required to have a Student Riding Permit to be
eligible for this fare.

5. The fare remains unchanged for all riders presenting passes and reduced fares at O'Hare
Blue Line Station. For riders presenting all other fare media at the O'Hare Blue Line
Station, the fare will be $5.

6. The #128 Soldier Field Express is a service jointly managed by CTA and Metra, scheduled
to operate for all Chicago Bears home games at Soldier Field, and other agreed-upon
events. Service operates closed-door from West Loop Metra stations to Soldier Field.
Current discounted one-way fare will be replaced with a flat $5 round-trip fare for all
regular riders and $2.50 for reduced fare riders. Revised fares will begin with first pre-
season game of the 2013 Bears Season.
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Operating Expenses

The proposed operating budget is $1,358.8 million, an $85.1 million or 6.7 percent increase
compared to the 2012 forecast.



Pie Chart: 2013 Operating Budget (in Millions)

2013
Budget

Labor $918.9
Material $57.3
Fuel $65.3
Power $23.2
Provisions for Injuries and $11.8
Damages

Purchase of Security Services $38.7
Other Expenses $243.6
Total $1358.8

Labor expenses are budgeted to be $918.9 million, a decrease of $6.0 million from the
$924.9 million projected for 2012. This reflects the savings achieved by changing work
rules, rationalizing benefits, and working with labor partners to slow the growth of costs.

Material expenses are budgeted to be $57.3 million. This is down $9.4 million from the
$66.7 million projected for 2012. This is primarily due to a one-time grant for 2013 that
will allow the CTA to invest in its fleet. Bus Heavy Maintenance will see a $3.8 million
increase in capital funding for repair of brake and HVAC systems in 2013. Rail Maintenance,
meanwhile, will use an additional $3.8 million in capital funds to make repairs to
propulsion and braking systems that will extend the lives of rail cars. Another driver of
these savings is the ongoing capital investment in new rail cars. The 5000-Series rail cars
are replacing the 40-year-old 2200-Series. The new cars are delivering substantially lower
maintenance costs, and parts for the new cars are covered under warranty for two years.

Fuel expenses in 2013 are budgeted at $65.3 million, which is $1.4 million (2.1 percent)
less than the 2012 budget. Consistent with 2012, the fuel budget is managed using the
CTA’s strategic fuel hedging policy. Fuel prices in 2013 are budgeted at $3.43 per gallon,
representative of the average price the CTA could have locked in 2013 purchases for at the
time of budgeting. The forecast average net price for fuel in 2012 is $3.42 per gallon versus
a budgeted estimate of $3.50 per gallon. As of September 12, 2012, 91.0 percent of 2012
and 19.2 percent of 2013 fuel consumption has been locked in. With the help of its advisors,
the CTA uses a long-term, layered fuel hedging strategy.
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The 2013 proposed budget estimates the cost of electric power for revenue equipment at
$23.2 million, which is $1.8 million (7.2 percent) lower than the 2012 budget. The CTA
negotiated a new contract for purchasing electric power beginning January 1, 2012. Rail
power will continue to be purchased using an actively managed block purchase approach,
which allows the CTA to purchase wholesale power for its base load electricity supply in
advance through strategically placed hedges. Electricity consumed above or below the



block quantity is settled at the real-time ComEd price. Approximately 60 percent of the
CTA’s expected power consumption is met using this strategy. The approach yields a
blended rate of approximately $.057 per kilowatt-hour. The electric power contract will
continue through the end of 2013.

The CTA included a provision in its most recent fuel solicitation to allow Metra and Pace to
participate in the pricing. Higher-volume buys by multiple transit agencies may result in
lower costs. Meanwhile, the CTA is working with its fellow transit boards to procure energy
management software that will help manage energy use on a local and regional level.

The CTA has budgeted $11.8 million in provisions for injuries and damages in 2013. This
is down substantially from $24.0 million forecasted for 2012, based on the one-time release
of reserve funds pursuant to actuarial recommendations. The required provision is
determined by the CTA’s actuaries based on actual claims history and future projections.

Purchase of security services is budgeted at $38.7 million. The 2013 total reflects the
expected implementation of a new inter-governmental agreement (IGA) between the CTA
and the Chicago Police Department. Under the three-year agreement, CTA would have 50
dedicated police officers to patrol the bus and rail systems and will continue the successful
Voluntary Special Employment Program - a total investment of $10 million annually.

Other expenses are budgeted to be $243.6 million, an increase of $114.6 million over the
$129.0 million forecast for 2012. This is due to a jump in the required contribution for the
2008A Series (Pension Funding) and 2008B (Retiree Health Care Funding) Bonds to $156.6
million. In addition, expenses for contractual services will increase as the CTA invests in
projects to improve service and efficiency, such as Ventra, payroll processing, timekeeping
software, and supply chain modernization.
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Operating Revenues

The CTA has two main revenue categories: system-generated revenues and public funding.

Table: Total Revenue 2013 Plan (in thousands)

Fares and Passes $612,031
Reduced Fare Subsidy 28,322
Advertising, Charter & Concessions 27,851
Investment Income 629
Statutory Required Contributions 5,000
All Other Revenue 31,954
Total System Generated Revenue $705,787
Public Funding Available through RTA $653,044

Total 2013 Revenue
$1,358,831

Total 2013 Expenses
$1,358,831

System-Generated Revenues

System-generated revenues include fares and passes, reduced-fare subsidy, advertising and
concessions, investment income, statutorily required contributions from Chicago and Cook
County, and other miscellaneous revenues. In 2013, system-generated revenue is budgeted
to be $705.8 million, representing a $63.0 million (9.6%) increase when compared to the
2012 forecast. This is 15.3 percent above the $612.3 million actual total for 2011.

Revenues from fares and passes are budgeted at $612.0 million in 2013. Thi