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MEMORANDUM

DATE: March 27, 2007

TO: MTA Board of Directors
Rev. Dr. James McCray, Jr., Chairman
Cameron Beach, Director
Shirley Breyer Black, Director
Wil Din, Director
Peter Mezey, Director
Tom Nolan, Director
Leah Shahum, Director

FROM: Nathaniel P. Ford, Sr.
Executive Director/CEQ

SUBJ ECT: Revenue Opportunities

At the request of the Board of Directors’, we have completed a thorough examination of the
( financial condition of the San Francisco Mumc;pal Transportation Agency (SFMTA) including
N the information compiled during the development of the FY 2007-2008 Operating Budget,
historical data, and various reports. It is clear that the SFMTA does not have adequate resources
to provide the quality service required under Proposition E. The historical, structural deficit! is
very real and will continue to grow unless we address it together and is the greatest impediment
to reaching the Proposition E mandated standards.

The 2006 SPUR Report highlighted the financial imbalance in the first paragraph “For the last
Jive years, Muni has been able lo patch over its structural deficit, primarily via a combination of
one-time revenues, belt tightening, fare increases, and service cuts. This year, an improving
economy and more one-time windfalls may get Muni through another year, but these short-term
solutions do not address Muni’s real long-term issue”

Each day, we are challenged with the impact of not having adequate facilities, vehicles and staff.
Some examples of this include our Green LRV maintenance facility, which was built to support
100 vehicles and is currently struggling to maintain 151 vehicles. This clearly impacts rail

' Under the PUC, Muni was subsidized by revenues from utilities (e.g. water) and when the system was separated as a stand alone
agency, its structural imbalance became more apparent. Proposition E attempted to address this deficit through a generat fond
allocation and through parking and traffic revenues. However, the general fund allocation amount was established on top of the
structural deficit and parking and traffic revenues are not a reliable consistent funding source unlike revenues from utilities.
Finally, the levels of service when Proposition E was approved by the voters were significantly lower than the Proposition E
goals and the inability of Muni to increase the service levels highlights the continuing fack of resources required to meet the

service goals established by Proposition E,
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system reliability. Our Central Control and radio communication system is antiquated and
hinders daily bus and rail system operations and management. Our fare box infrastructure is past
its useful life, and the number of staff assigned to fare box repair and collections is inadequate to
efficiently collect and process fares.

While we are very committed 1o reaching the service standards mandated by Proposition E, our
ability to reach these goals is clearly dependent on the identification of additional resources. The
1-California Pilot Project demonstrated that, with adequate staffing levels, vehicles and
supporting information systems, service can be improved. -We are also concerned that successful
implementation of the recommendations of the Trans1t Effectiveness Project (TEP) will require
resources we have yet fo identify.

Moreover, during the F'Y 2007-2008 Operating Budget process, SFMTA reduced its operating
expenses by $12.3 million and, in doing so, eliminated all cushions except for the $10 million
reserve., Therefore, SFMTA faces the FY 2008-2009 Operating Budget with minimal fund
balances, open labor contracts and declining fare revenues.

In response to the Board of Directors’ desire to address the structural deficit, we have engaged in
an extensive and creative brainstorming session to identify all possible sources of revenue to
address the long-standing financial imbalance. This effort was undertaken as an unconstrained
academic and technical exercise without any filtering for political acceptability, policy conflicts
or likelihood of stakeholder support. Exhibit I includes revenue ideas generated by SPUR as part
of their February 2006 report on Muni’s structural financial issues and Exhibit II offers
additional ideas for the Board’s consideration for new revenue options.

Revenue options are categorized into three areas:

» Revenue type (e.g. tax, advertising, fine, fare, fee, etc.)

s Estimated Revenue potential (low <$2 million, medium $2-$10 million, high > $10
million)

¢ Estimated Range for Implementation (long term = 3 years plus, mid term = 1-2 years,
short term = within 1 year)

In general, taxes can be placed on the ballot by the Board of Directors but will require 2/3 voter
approval, and all revenue sources greater than $1 million will require approval by the Board of
Supervisors. Fare related revenue items must be included during the budgetary process and
submitted to the Board of Supervisors as part of the budget. All parking related revenues must
be approved by the Board of Supervisors. Various line items will requite approval by other
entities such as the Board of Equalization (e.g. sales tax), BART (e.g. station related revenues),
and Planning Commission and Department (e.g. billboards). Additional analysis will be required
on each line item if the Board wishes to explore a source as an option for generating revenues.

We are committed to ensuring financial viability and stability of SFMTA and look forward to

working with the Board on this effort,. We strongly believe that, with the appropriate level of
resources, Muni can become an exemplary transit system which the City can be proud of,
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EXHIBIT I: Prior Options from SPUR (MUNI'S BILLTON DOLLAR PROSLEM)

DESCRIPTION

Ay B peak period surchange Lo oif-street paridng

of peak congestion (.9, 7:30 to 3:30 AM and 4:00 to 6:30 PM would be 2 simple: method of Implementing peak period congestion pricing compared 1o the tochnglogkaiiy-Intensive: system

Enﬁﬁggsgiangggﬂﬁuéaaﬁgﬁsg ﬂgEggnﬂﬂuR%ﬁEaﬁnﬂcﬁgsgng
a:ﬁn
recently implemented In Londoa {where drivers pay $14 10 drive: e doweritwn during peak travel periods),

ASSESE B PRAAInG Congestion linpact Fee

Every parking space accommedates and fadiftates wehide trips, and these trios have quantifiable finendal impadts on Muni. The _auuﬁﬁnwﬂ%inmos 3593 be captured with an annud
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[potential of $24 M for Muni ewery year.J] .

| Assass & Vehide Impact Mitation Fee

)oyﬁa_:._uunanunamuniq_&n.n Eﬂnﬁnuuﬂunnaﬁoq! ual vehicie: reglistration, Based on the 475,000 vehicies registered in San Francisco, 1 anmual impact fee of $104 (actual foc tf
be determined by nexus study) could have a net | of app 36 Mo}

Congestion Management - AB 2444 (I0ehs}

would aliow a !!;!!35?:&595&.558%%8 A 55 vehicle ey d, would require 273
Sannnmﬂnﬂr and adoption of cong plan to impk aﬁﬁgsgﬁgin_agsgaﬂgﬂEiga??ﬂcn__._maﬂg
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fee for

Congestion Management = 53 1611 {Sniian}

autherizes the governing board of a gggﬂnﬂﬁ&.gﬁ%!gs Gty without a congestion management to place on the hellet & majority vote measure to|
Impose 2n annual vehicle redistration fee of up th $25 on each motor vehicle registered i the county, Resolution placing fee on the balict must Indlude finding of fact thak projects and programs
funded by the fee: have 2 benefit or refatiorshlp to persons paying the fee, MTA staff Is curmently reviewing thix legislation for actien,

j Cone=tion: Mannoerment Foe

Snbﬂuv.:un!uﬂo charge on private cars entering specified downtown aneas, Chies have no outhority over vehice traffic except &5 expressly authortzed by the rouEnEﬁ?a.._uoounnmuy
| Save the Surset Strip Coaltion v. City of West Hollywood (2001) 87 Calfop.dth 1172, 177-1%78, citing Rumford v. Clty of Berksley (1982) 31 Cal.3d 545, 550, The Vehide Code explicitly prohibits a
local agency from iipoting " tax, permit fee o other change” for the privilege of wsing public streets, (Vehicle Code §5400.8), Moreover, even in the abserce of Khat section, charging a fee for use o
oertaln strehs woulkd Tikely make those streets int Wit roads as defined (n Vehicke Code §611. The state Department of Trancportation _ﬁusﬂﬁ.ﬁ?ﬁnﬁs a&S:ﬁnﬁﬁgﬂz_ﬂ,é
nunnmﬂsoonnuﬂ.u Thuss, if the MTA were interestad in pursulng this option, it would require action by the Leglsiature and/oe with, and ap from, the D
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Lorig Term

'Long Term

LThe: MTA Board could kmpose a fee on located In the area, Such 3 fee woid need to be justified by a neass shady

zigi?agasgggnﬁqﬁgéggwggg tor the Transit Impack Develop mﬂvigo«s foe raises
fees could not be collected via llens on real property. The Cly would hawe fimited e against i business owners, /, property owners

gg%&ﬁ%?ﬁ§i§!§g§§§ga§§:ugu3BR_1mu.>._.ﬂqﬂnwnvuﬁﬂ3§K%gg_gggﬁg

the benefit p o business owners by

Vehicke Emvironmental Impoct Fee

[The: MTA could proposs a g%%iiﬁggggggganﬁn?i%iﬁogg no such fee exists, Implementation of such a fee
sae_nqﬂ_.__ﬁng.‘inn g process and from the siate Itk thit this process would taie approximately one year for approval and up to sbe months for

through the: D R§<§5§§n§§=w§ 4 fee would not Tkely be realized untl FYS, Tn addRion, It it Fkely that any fees generated would havy
to be shared with the City,
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[High

Long Term:

0 verage the value of the MTA’S real estate assets, the MTA shouid continue Its joint P #Torts o From ground leases (.9, selling development rights while malntaining
lownership of the property). Joint development can require ¥ gﬁﬂ.a:ﬁggiﬁcﬁg_sgs&;g%_égﬁ

Incredse the Volhide Lioenae Fee

Lowg Temm

The Vehide License: Fee (VLF, or nu.ggcnaeieﬂ:g_iﬁﬂ~$nﬁg§5§3E§§nig§§§n§n§agﬁn§§&§
Inckiding delzys to Mani. Based on the 475,000 vehicles regis in San K the VIF to 2% could have a nek revenue pokantisl of apprasdrsately $60 ML[n]

Verudie License Fees -A8 799 (Leno)

Fiigh

Long Term

Upon voter approval, bill would allow San 1§8§<ﬁ_ﬁn§gﬂuﬂ8¥a§§§&3 Boxxst of $50 million 1o the City’s general fund. This bill, also sponsered by the
IMayor's office, would berefit departments ctywide inclding SFMTA/Munl, .

| Aneess 2 aanced Lax for amst

High

Long Term

Every San Frandisco praperty awner benefits In some way from a first-class Munl service, 5o the MTA could justify a flat tax on every pares) of mal property It San Frandsco, However, this revenue
propossl ks less preferable from a potky perspective because it does not accomplish any congestion management goats,
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MILLION, 7 1-2 YEARS,

MEDTUM $2-$10 SHORT TERM =

MILLION, NIGN WITHIN I YEAR)
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Charge higher fBres for prermium Muri service

Service Based {Low M Term

Marty transit systemns throughout the ingzaaggg_gggﬁagn& When Muni service Improves to a certain leved {In terms of sperd and refiability) on its
Fare Increase:

srestcar and BRT lnes, Mard might b able to charge moes for these premium services (though monthly prsses and discounted fares would =il be vatid).
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EXHIEIT 11 REVENUE GENERATING OPTIONS [Without Constroints)
OPTIOR REVENUE TYPE ESTEMATED REVENUE [ESTIMATED RANGE ({EONG TERM = DESCRIPTION
- POTENTIAL (LOW <252 | 3 YEARS PLUS, MID TERM = 1.2
MILLION, MEDIUM $2- | YEARS, SKORT TERM = WITHIN 1
$10 MILLION, HIGH > YEAR]
' $18 MILLION)
Charter service Servica Low |Shert term Establish fovs for cable car and bos reatals that caver ional and mei costs pluy 25%
Aetnss foe Servica Low [Mid torm Cammerciol access to our Powsll/Market kiosk {maybe an ATM?)
|Fare Palicy-CPI trigger to fares overy two yoars Fares Low |Wid torm Avtomatic Incraase ta fures every two yoors by 5%
[Rental sf equipment or nse of undorotilized equip ment Fees Law ta uted R E.m ferm For ple, bus wasking facilities may be rented eut during low otiZization petiod
Increase cartain parking violations Finas Mediom Shart term [Streat swecping ard blcck wheels [$40 1o 550, $35 f0 540 = $3.3 million); top 1 and 5 based on volump of tickets, least
lkaly to vesult in PCO confs i
Charging for trasyfers Fares Modium Short term At a propased price of $0.25 for transfers, the intreesed revente would be about 53 million aexwully in additional
revenue, assumning dvesand for linked frips requiring transters of 25-50% of cash and token payers. this weold be offret
by any increase in theft or vacuthorized sales of fransfers
Reguler shuttle services for busi [botels to BART tiations other arecs  {Service Madiom Mid term {Employers with lirse numbers of emplayees i other fes - pay for « regular shuttle servics 14 and from their officer
I in the Bay Area to ether bocati
¢ 34 [Donations in excrnge for press Ad |Medion [mid term "“Camspany X cantributed $50,000 to SFMTA Today...quate from company's CED
: Parking meters ding to weakends and holiday © fFees | madium |Mid term Charge for purking meters an weakends and holiday
Lease yarages ta private operstors - annual beess pay -~ Jleeze [ Mediom |#id rerm Altows for a shift of cpital reseurtes from parking garoyes o fronait
Add 50 eamts to stadiom tickets {stadi dmission tux) to ge peblic |[Fees [Madiom Short term. The dity impases a tex for the right ec privilege 1o enter and occupy a seat or spero in o stadium Tor sach event, unless
fransit te the games. spedfically exdoded fram the sax.
&dd .10% to the property transfer tax Local tax Medium Short term Real Proparty Tramtfer Tax are g .qgaa.-g_.&nl:qﬂ_mu12&1—53.?W3W-=_Tm8

the sale price of the property and may be peid by citbior the buyar or the seller, ar the buysr end saller may split the
peyraent. The new rute structure adopted in October 1994 is three-tiered, deponding or the valoe of the transnetion,
_uﬂﬂ arw the xeoe for ommerdial and residontiol properties.

[¥alve of Transaction

Tax Rate

>$180 tnd < or = $250,000

0.50%

>$250,000 and < 51,000,000

.68%

= or > 51,400,200

0.75%
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