
  

 

 

AD HOC FINANCIAL STABILITY COMMITTEE 
 

Friday, August 17, 2018 

1:30 PM 

PLEASE NOTE MEETING DATE, TIME, AND LOCATION 
 

VTA Conference Room B-106 

3331 North First Street 

San Jose, CA 

 

AGENDA 
  

 

CALL TO ORDER 

1. ROLL CALL 

2. Introductions 

3. Orders of the Day 

4. PUBLIC PRESENTATIONS 

This portion of the agenda is reserved for persons desiring to address the Committee on 

any matter not on the agenda.  Speakers are limited to 2 minutes.  The law does not 

permit Committee action or extended discussion on any item not on the agenda except 

under special circumstances.  If Committee action is requested, the matter can be placed 

on a subsequent agenda.  All statements that require a response will be referred to staff 

for reply in writing. 

5. ACTION ITEM - Approve the Ad Hoc Financial Stability Committee Workshop Meeting 

Summary Minutes of June 8, 2018. 

6. INFORMATION ITEM - Receive the Committee Workshop Results. 

7. ACTION ITEM - Recommend that the Santa Clara Valley Transportation Authority 

(VTA) Board of Directors approve the proposed mitigation measures to address VTA’s 

structural deficit and promote long-term financial stability. In addition, direct staff to 

begin implementation and negotiation, where applicable, of these measures as soon as 

feasible. 

8. Roundtable Discussion 

9. ANNOUNCEMENTS 
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10. ADJOURN 

In accordance with the Americans with Disabilities Act (ADA) and Title VI of the Civil Rights 

Act of 1964, VTA will make reasonable arrangements to ensure meaningful access to its 

meetings for persons who have disabilities and for persons with limited English proficiency who 

need translation and interpretation services. Individuals requiring ADA accommodations should 

notify the Board Secretary’s Office at least 48-hours prior to the meeting. Individuals requiring 

language assistance should notify the Board Secretary’s Office at least 72-hours prior to the 

meeting. The Board Secretary may be contacted at (408) 321-5680 or email: 

board.secretary@vta.org or (408) 321-2330 (TTY only). VTA’s home page is on the web 

at: www.vta.org or visit us on Facebook at: www.facebook.com/scvta. (408) 321-2300: 中文 

/ Español / 日本語 / 한국어 / tiếng Việt / Tagalog. 

 

All reports for items on the open meeting agenda are available for review in the Board 

Secretary’s Office, 3331 North First Street, San Jose, California, (408) 321-5680, at least 72 

hours prior to the meeting. This information is available on VTA’s website at http://www.vta.org 

and also at the meeting. 



  

 

  

Ad Hoc Financial Stability Committee 

Friday, June 8, 2018 

SUMMARY MINUTES 

 

 CALL TO ORDER 

The Workshop Meeting of the Santa Clara Valley Transportation Authority’s (VTA’s) Ad Hoc 

Financial Stability Committee (“Committee”) was called to order by Chairperson Bruins at       

12:16 p.m., in the VTA Auditorium, 3331 North First Street, San Jose, California.  

1. ROLL CALL 

 

Attendee Name Title Status 

Jeannie Bruins Chairperson Present 

Cindy Chavez Board Member Present 

Johnny Khamis Vice Chairperson Present 

      A quorum was present. 

2. Introductions 

Committee Stakeholders:  

 Teresa Alvarado, SPUR San Jose Director (Alternate) 

 Asn Ndiaye, South Bay AFL-CIO Labor Council 

 Glenn Hendricks, City of Sunnyvale Mayor and VTA Policy Advisory Committee 

(PAC) Member 

 Steve Jovel, American Federation of State, County, and Municipal Employees 

(AFSCME) Local 101 Chapter President and VTA Employee 

 Ray Hashimoto, VTA Citizens Advisory Committee (CAC) Member and Principal 

at HMH 

 Raj Sehdev, Transportation Authority Engineers & Architects Association (TAEA) 

President and VTA Employee 

 Ronnie Smith, Amalgamated Transit Union (ATU) Local 265 (Alternate) and VTA 

Employee 

 William Hadaya, Santa Clara Coalition of Chambers of Commerce 

 Matt Quevedo, Silicon Valley Leadership Group (Alternate) 

 Christine Fitzgerald, VTA Committee for Transportation Mobility and 

Accessibility (CTMA) Chairperson 

 Tammy Dhanota, Service Employees International Union (SEIU) Local 521 and 

VTA Employee 

3. Orders of the Day 

 There were no Orders of the Day.  
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4. PUBLIC PRESENTATIONS 

Roland Lebrun, Interested Citizen, commented on the autonomous or unmanned vehicle 

technology and urged VTA to be mindful of the issues. 

5. Breakout Session 

Raj Srinath, Chief Financial Officer, provided a brief overview of the workshop goal to 

identify mitigation measures to address the structural deficit. 

Chairperson Bruins provided a brief overview of the meeting format and next steps. She 

introduced the workshop facilitator, Eileen Goodwin, APEX Strategies.  

Ms. Goodwin briefly discussed the breakout session structure and discussion topics for 

consideration. 

The stakeholders were divided into three groups:  

 Stakeholder Group - Red 

Ms. Dhanota 

Mr. Quevedo 

Ms. Fitzgerald 

 

Stakeholder Group - Orange 

Mr. Jovel 

Mr. Ndiaye 

Mr. Hendricks 

Ms. Alvarado 

 

Stakeholder Group - Pink 

Mr. Sehdev 

Mr. Smith 

Mr. Hadaya 

Mr. Hashimoto 

The groups focused on short-term mitigation measures and had a brief conversation on 

longer-term measures.  A representative from each group presented a summary of the 

discussion.  

On order of Chairperson Bruins, and there being no objection, the Committee discussed 

potential strategies and solutions to address VTA’s budget/structural deficit.   

Vice Chairperson Khamis left the meeting at 3:01 p.m. 

6. ANNOUNCEMENTS 

 There were no Announcements.  
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7. ADJOURNMENT 

 On Order of Chairperson Bruins, and there being no objection, the Committee adjourned 

the meeting at 3:06 p.m.  

 

 

Respectfully submitted,  

 

 

 

Michelle Oblena, Board Assistant 

VTA Office of the Board Secretary 
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Date: August 6, 2018 

Current Meeting: August 17, 2018 

Board Meeting: N/A 

 

BOARD MEMORANDUM    
 

TO: Santa Clara Valley Transportation Authority 

 Ad Hoc Financial Stability Committee  

 

THROUGH:  General Manager, Nuria I. Fernandez  

FROM:  General Manager, Nuria Fernandez 

 

SUBJECT:  Committee Workshop Results  
   

 

FOR INFORMATION ONLY 

 

At the January 4, 2018 Board Meeting, Board Chair Sam Liccardo asked that this Ad Hoc 

Committee be formed to address the current financial situation of the Santa Clara Valley 

Transportation Authority (VTA) and establish recommendations to correct the imbalance 

between revenues and expenses. This is currently estimated to be an Operating Deficit of $26 

million and a Local Share of Capital Match of $30 – 35 million on an annual basis.  The 

Committee was established with three Board members and stakeholder group representatives 

were approved at the February 1, 2018 Board Meeting.  

 

This Committee met monthly from March to June 2018. The Committee received information 

and held discussions on various issues including: adopted recommendations and key principles 

from the 2010 Ad Hoc Financial Recovery Committee, VTA’s revenue and expense drivers and 

current structural imbalance, emerging transportation trends, the Next Network service plan and 

related efforts, regional funding partnerships, VTA’s capital program, workforce productivity, 

peer agency comparisons, and options to address the structural budget deficit. The Committee 

was also provided with follow-up responses to members’ and stakeholders’ requests for various 

information from each meeting. These meetings and discussions culminated in a June 8, 2018 

Workshop to discuss potential strategies and solutions to address VTA’s budget and structural 

deficit. 

 

Assisted by meeting facilitator Eileen Goodwin, the stakeholders divided into three groups to 

discuss potential solutions to help reach the cost reduction goal.  Each group was visited by the 

three Committee Members on a rotating basis.  A summary of the results from each group is 

attached (Attachment A). 

 

While there were differences of opinion and approach, and certainly not universal consensus 

among the stakeholders, there arose common themes as outlined in the attachment.  It is 
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important to note that dollar values quoted in the attachment are estimates that were not validated 

and are for discussion purposes only. 

 

At the conclusion of the report outs by the groups, Board Members offered the following 

considerations and observations: 

 

 Equitable Treatment of all Employees 

 Concern with Sales Tax Levels 

 Concern with Fare Increases v Ridership Levels 

 Consider Early Retirement Options 

o Evaluate carefully in this tight labor market 

o Consider carefully both short & long term costs 

 Next Network Service Plan Adjustments 

o Considering timing and impact on organization 

o Re-think “First and Last Mile” connections 

 Review Vehicle Registration Fee 

 Review Partnership Agreements 

 Achieve Sustainable Operating & Maintenance Agreement with BART 

 Proposed Caltrain Sales Tax should replace VTA contribution 

 New and Expansion Projects should be reviewed for costs of operations & maintenance 

 Long Term Recommendation should be referred to Standing Committees 

 

 

These results were reviewed by staff over the break.   Covered in a separate memo is the 

resulting staff recommendations together with staff’s best estimate of the potential 

savings/revenues.  The memo presents to the Committee Short Term actions that address the goal 

of a savings/revenue target of $50 - $60 million per year at full impact. 

 

Prepared By: Jim Lawson 

Memo No. 6659 
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Ad Hoc Financial Sustainability Committee Workshop 
June 8, 2018 

Noon-3:00 p.m. 
 

Meeting Notes 
 
 

Overarching Themes: 
 
While each group had different recommendations and conversations some ideas were 
articulated in some way in all of the groups, these include: 

• Review of service and specifically Next Network timing 

• Increasing the contribution to VTA operations from 2000 Measure A 

• Worker productivity/over-time/staffing efficiencies 

• Exploring more aggressive revenue capture through development of VTA parcels 

• Additional sales tax either for VTA or for Caltrain 

• Adding operations and maintenance costs to capital projects 
 

Pink Group Report Out: 
 
This group had an overarching theme of “do no harm” to people working at VTA 
(minimize lay-offs and pay cuts) as this is already an expensive place to live. 
 
Specific short-term suggestions and their proposed annual savings include: 

• Fare increase for $12.5m 

• Freeze un-filled positions--$4m 

• Offer early retirement packages and then do not fill positions (short term cost for 
long term benefit) $10m 

• Wage cuts for non-represented staff $2m 

• Flatten organization, do not replace management positions, there are too many 
managers at VTA $4m 

• Delay Light Rail expansion by a decade-- use buses in the meantime to serve the 
routes $15m 

• Change service to cut back on mid-day service (10 a.m. to 3:00 p.m.) and routes. 
Keep peak hour service, cut low performing bus routes and use smaller vehicles 
$15m 
 
 

  

Note: The dollar values listed 
were estimates for discussion 

purposes only. 
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Longer-term Suggestions: 

• Lease excess real estate to developers so income is generated through long 
term lease payments 

• Increase 2000 Measure A operating fund contributions by another $10m 
annually 

 
 
Orange Group Report Out: 
 
This group concentrated on short-term revenue and expense items but also kept in 
mind the mission on VTA and the responsibility to residents in Santa Clara County: 
 
This group had many questions and policy suggestions. They included: 

• Eliminate express bus service 

• Change LRT Express service 

• Implementation Next Network timing 

• Increase worker productivity (study) 

• State of Good Repair should have a funding cap allocation to be used in scoping 
out funding needed for capital projects 

• There should always be an operations and maintenance category in any future 
ballot measure to fully capture the cost of new projects 

• Maintain a 10-year budget model 
 
Specific short-term suggestions and their proposed annual savings (where identified) 
include: 

• Increase contribution to VTA Operations from 2000 Measure A $10m 

• Charge for parking at all VTA lots $200k 

• VTA should be much more aggressive with TOD assumptions $1-$2m  

• Changes to fare products (paper pass)  $200k 

• Long term sales tax base taxes $45m per year post 2020 

• Tax on demand ride share services 

• Retain SB 1 revenues $14m 

• Explore property-based revenue measure 

• Expand Eco pass $2m 
 
There was no pie chart completed in this group. 
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Red Group Report Out: 
 
 
This group looked at long term solutions mostly. Specific suggestions and their 
proposed annual savings include: 
 

• Rationalize fleet size $4m 

• Consolidate bus yards from four yards to fewer yards $2m 

• Caltrain sales tax in place would create savings of $14m ($9m ops,$5m capital) 

• Put only half of the Next Network in place $5.5m 2019 to $9.5 in 2028  

• Freeze hiring $1m 

• Wage cuts for non-represented staff $4m 

• Apply for reimbursement from Capital projects for employee time back into 
operations $2-$5m 

• Address overtime issue $5-$10m 

• Increase employee pension contributions $1m in 2020 to $7m in 2028 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Meeting Summary by Apex Strategies 
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Date: August 13, 2018 

Current Meeting: August 17, 2018 

Board Meeting: September 6, 2018 

  

BOARD MEMORANDUM    
 

TO: Santa Clara Valley Transportation Authority 

 Ad Hoc Financial Stability Committee 

 

THROUGH:  General Manager, Nuria I. Fernandez 

FROM:  Chief Financial Officer, Raj Srinath 

 

SUBJECT:  Structural Deficit Mitigation Measures 

 

 

Policy-Related Action: No Government Code Section 84308 Applies: No 

ACTION ITEM 

RECOMMENDATION: 

Recommend that the Santa Clara Valley Transportation Authority (VTA) Board of Directors 

approve the proposed mitigation measures to address VTA’s structural deficit and promote long-

term financial stability. In addition, direct staff to begin implementation and negotiation, where 

applicable, of these measures as soon as feasible. 

BACKGROUND: 

The VTA Transit Fund provides for the operation of bus and light rail service, paratransit 

service, inter-regional commuter rail and express bus service, and capital expenditures related to 

the maintenance and replacement of existing equipment and infrastructure. In June 2017, the 

VTA Board of Directors approved the FY18 & FY19 VTA Transit Fund Operating Budgets with 

$20M and $26M deficits, respectively. Similar annual deficits were projected for subsequent 

years. Including the annual need for local funds to support the capital program, the total gap in 

revenues versus expenses is $50M-$60M per year.  

The FY18 & FY19 Operating Budget included a net increase from FY17 actual bus and light rail 

service hours of 10.3% over the two-year period. This increase represented the culmination of an 

18-month process undertaken to completely redesign VTA’s transit network in order to connect 

to BART at the Milpitas and Berryessa Stations, increase overall ridership, and improve cost-

effectiveness. This redesign, known as Next Network, resulted in development of a more 

extensive frequent core network and new connecting services to BART. The implementation of 

the new service plan for both bus and light rail would be coordinated with the opening of the 
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BART extension. The cost to deliver bus and light rail service accounts for approximately 86% 

of the Operating Budget.  

Compounding the gap between revenues and expenses is the fact that over the last six years, 

operating expenses have grown twice as fast as revenues. The primary source of funding for the 

VTA Transit Fund is sales tax. Sales tax based revenues, including the 1976 half-cent sales tax, a 

quarter-cent state sales tax that is returned to the county for public transportation purposes, and a 

portion of the 2000 Measure A half-cent sales tax, account for roughly 80% of the VTA Transit 

Fund’s operative revenues. While sales tax receipts have continued to show growth over prior 

year receipts, the rate of growth has slowed. Meanwhile, expenses continue to increase leaving a 

fundamental imbalance in receipts and expenditures, i.e., a structural deficit. 

In addition to costs associated with providing bus and light rail service, expenditures are also 

needed to keep the system in a state of good repair. The VTA Transit Fund does not have a 

dedicated local revenue source for capital expenditures. Any capital enhancements, 

improvements or state of good repair not covered by grants or other outside sources, including 

match for grants, must be funded from the same sources as the Operating Budget, primarily the 

sales tax based revenues discussed above. The annual amount needed for the VTA local share of 

capital expenditures is $30M-$35M. Previously this annual need was funded from operating 

surpluses and capital reserves (Debt Reduction Fund). However, the capital reserves, which had 

a $49.5M balance at June 30, 2017, have been depleted to $5M.  Consequently, the $30M-$35M 

now needs to be budgeted and set-aside on an annual basis. This capital need is in addition to the 

annual operating deficits currently projected, bringing the total gap to $50M-$60M per year. 

At the time of the budget adoption, several Board Members expressed concern about the 

sustainability of the service levels proposed in the budget. Concerns were also voiced regarding 

ridership and revenue projections. The budget was approved with the condition that if projections 

continued to show a substantial negative gap in revenues, the General Manager would return to 

the Board with a list of options that would enable VTA to operate in a fiscally sustainable 

manner including, but not limited to, proposed reductions of service or other cost saving 

measures. 

DISCUSSION: 

Successfully addressing a structural deficit requires a combination of: 1) a reduction of expenses 

and/or an increase in revenues i.e., adjusting the “base”, and 2) aligning of growth rates of 

revenues and expenses. If mitigations are restricted only to items that adjust the “base”, and the 

expenses continue to grow faster than revenues, the deficit situation will soon return. 

Adjustments that change the rate of growth of either revenues or expenses tend to have a very 

gradual, but ultimately effective, financial impact. If mitigations address only the growth rate(s), 

it takes too long for the impact to measurably reduce the deficit and reserves have been fully 

depleted in the meantime. 

At the June 8th Ad Hoc Financial Stability Committee Workshop, the stakeholders broke into 

three groups with the three Board members rotating among the groups and observing the 

discussions. The three groups were asked to identify mitigation measures with a short-term 
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implementation schedule and both a short and long-term financial impact to meet the $50M-

$60M annual goal. For purposes of the exercise, short-term was defined as measures that could 

begin implementation within one year, with full financial impact achieved within three years. 

Each group then reported the outcome of their discussions to the full committee. There were 

some common themes of short-term mitigation measures among the groups: 

 Adjust Next Network rollout and/or service delivery levels 

 Freeze hiring of non-critical positions 

 Workforce wage and/or benefits adjustments 

Based on discussions/suggestions at the Workshop and parallel efforts of staff at the direction of 

the Board during the FY18 & FY19 Budget Adoption, staff proposes the following mitigations to 

address VTA’s structural deficit. These measures were selected based on viability for 

implementation, contribution to long-term financial stability, and ability to address both 

components of the structural deficit (“base” and “growth rate”). If approved and successfully 

negotiated, where applicable, these measures can be implemented in a relatively short time-frame 

(within one year) with full, long-term financial impact achieved within three years.  

Next Network Service Rollout Adjustment 

The Final Transit Service Plan for FY18 & FY19, which was adopted by the VTA Board on May 

4, 2017 and reflected in the Adopted FY18 & FY19 VTA Transit Fund Operating Budget, 

included 1.6M hours of bus service and 192K hours of light rail service. As mentioned above, 

these service levels are an increase of 10.3% over the level of service provided in FY17. In light 

of the current structural deficit and growing concern about the sustainability of the proposed 

service levels, a modification is necessary. In order to be sustainable, the Next Network concepts 

will need to be implemented with fewer, financially sustainable, service hours. 

It is staff’s proposal that the bus and light rail service hours VTA provides be adjusted to 

approximately 1.4M and 150K, respectively beginning in FY20. These service levels are more in 

line with what is financially sustainable and would save approximately $30M annually. The table 

below compares the level of service provided in FY17 to the original Next Network plan and the 

proposed adjustment. 

Service Hours Comparison 

 FY17  Actual Original Next 

Network Plan 

Proposed FY20 

Bus Service 1,474,841 1,601,000 1,400,000 

Light Rail Service    149,940    192,000    150,000 

Total 1,624,781 1,793,000 1,550,000 

The service plan revisions would use the following principles and strive to incorporate the 

concepts in the original Next Network plan as much as possible: 

 Maintain an 83% to 17% ridership to coverage ratio 
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 Prioritize the Frequent Network (service at least every 15 minutes) 

 Follow the Board approved Transit Service Guidelines 

 Retain Next Network structure with strong BART connections, coinciding with the start 

of revenue service 

 Encourage ridership growth with productive routes 

In order to achieve the approximately 1.4M bus service hours and 150K light rail service hours, 

some unproductive routes would be eliminated and other routes would see a change in either 

frequency or span of service. It is anticipated that the decrease in staffing levels required for 

delivery of fewer service hours would primarily be addressed through attrition. 

Equitable Employee Contribution to Pension 

VTA currently has approximately 2,300 employees. Roughly 700 of those employees are part of 

the California Public Employees’ Retirement System (CalPERS) and contribute at least 6% of 

their salary towards the annual pension contribution with VTA providing the balance. The 

remaining 1,600 employees are covered by the VTA/ATU Pension Plan. These 1,600 employees 

currently contribute 1.9% of their salary annually toward pension funding with VTA providing 

the remaining annual contribution. Staff proposes moving towards an equal participation in 

pension contributions across all employees. If an increase in the VTA/ATU Pension Plan 

participants employee contribution up to the 6% level is successfully bargained for, it would 

generate $5M in annual savings.    

Senate Bill 1 (SB 1) Revenues or 2-year Wage Freeze 

In April 2017 the California Legislature and Governor approved Senate Bill 1 (SB 1), known as 

the Road Repair and Accountability Act of 2017. SB 1 established fuel taxes and vehicle fees 

which go towards fixing streets, freeways and bridges in communities across California and 

targets funds for transit and congested trade and commute corridor improvements. The VTA 

Transit Fund is projected to receive an additional $16M per year from SB 1 revenues. As the bill 

was newly passed and revenue estimates were extremely preliminary, these revenues were not 

assumed in the Adopted FY18 & FY19 Budgets. Therefore, these additional revenues would 

serve to offset a portion of the $50M-$60M gap. However, a ballot measure to repeal SB 1 

(Proposition 6) will be submitted to California voters at the November 2018 election. If the effort 

to repeal SB 1 is successful, staff proposes replacing the SB 1 revenue mitigation measure with a 

2-year wage freeze for all employees. An across the board wage freeze would generate 

approximately $15M over a two-year period. 

Early Retirement Incentive 

VTA has many employees who are at or near retirement age. Staff proposes to offer an early 

retirement incentive to a defined number of eligible employees. Savings estimated at $1M would 

be realized either by reorganizing and absorbing the duties of the position or from filling the 

position at a lower cost.  

The combination of these four measures is projected to result in up to $52M total annual 

expenditure savings or additional revenues upon full implementation. 
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Mitigation 

Projected Annual 

Savings/Revenues at 

Full Implementation1 

Implementation 

Timeframe 

Full Savings 

Timeframe 

Next Network Service 

Rollout Adjustment 
$30.0M 1 year FY 2020 

Equitable Employee 

Contribution to Pension2 
$5.0M 1 year FY 2020 

SB1 Revenues 

         or 

2-yr Wage Freeze 

$16.0M 

or 

$15.0M 

Immediate 

or 

1 year 

FY 2019 

or 

FY 2021 

Early Retirement 

Incentive 
$1.0M Immediate FY 2020 

Total $51.0M - $52.0M   

 

Additional Proposed Mitigations  

Adjusted Benefit Plans for New Employees 

Over the last 10 years, wages and benefits have averaged 76% of the cost to deliver bus and light 

rail service and 63% of the total VTA Transit Fund Operating Budget. In recent years, various 

benefit plan changes have been implemented that reduced the overall cost to VTA. These 

changes have been either directly negotiated (e.g., transition to CalPERS Health Insurance, 

employee contribution to CalPERS pension) or imposed by state law (e.g., two-tier pension 

system required by California Public Employees’ Pension Reform Act-PEPRA). Staff proposes 

to continue these efforts by further modifying the benefit plans for new employees, subject to 

collective bargaining. If successfully bargained, the separate tier of benefits-healthcare and 

retirement plans-for new employees is projected to save $2.0M-$2.5M per year initially. Annual 

savings would grow as new employees replace existing employees through attrition.  

Increased Sales Tax Collections for Online Purchases 

In a June 2018 ruling on South Dakota v. Wayfair, Inc., the U.S. Supreme Court upheld South 

Dakota’s remote seller statute and ruled that states can charge tax on purchases made from out-

of-state sellers, even if the seller does not have a physical presence in the taxing state. This 

decision makes it possible for state and local governments to enforce existing sales and use tax 

laws on remote sales. Implementation details at the state level are still under development. 

Current estimates are that it could take up to 2-years for full implementation. The projected 

impact to VTA’s Operating revenues is $5.5M when fully implemented.  

                                                 
1 Relative to FY19 Adopted Budget 
2 Subject to collective bargaining 
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Index Fares to Inflation 

Prior to the increase instituted in January 2018, VTA’s Fare structure had not significantly 

changed since October 2009. During that span, VTA’s operating expenses increased 37%. Staff 

proposes a change to VTA’s Fare Policy that would provide for an automatic increase to fares 

every two years. The amount of the increase would be indexed to inflation over the previous two 

years. Adopting a Fare Policy that indexes future fare increases to inflation would help ensure 

that fare revenues are more in line with service delivery costs. Indexing fares is projected to 

contribute an additional $2M per year initially with the annual amount growing over time. 

The impact and implementation timeframe of these additional proposed mitigations are 

summarized below. 

Mitigation 
Projected Annual 

Savings/Revenues 

Implementation 

Timeframe 

Full Savings 

Timeframe 

Adjusted benefit plans 

for new employees3 

$2.0M-$2.5M initial 

savings 
1 year 

Ongoing/ 

Cumulative 

Full Sales Tax collection 

for online purchases 
$5.5M 2 years Ongoing 

Index Fares to inflation $2.0M 2-3 years 
Ongoing/ 

Cumulative 

The proposed mitigation measures discussed above would, over time, serve to increase revenues, 

reduce expenses, and better align revenue and expense growth rates. If successfully implemented 

and negotiated, where applicable, the measures discussed on pages 3-6 are projected to have a 

total impact of $60M per year. 

Long-Term Mitigations/Policy Issues 

In addition to the proposed mitigation measures addressed above, there are several policy issues 

and mitigations with longer-term implementation that were identified by the Committee 

members and stakeholders for further review and discussion: 

 Review worker productivity/overtime/staffing efficiencies 

 Include operating, maintenance, and state of good repair costs in future ballot measures 

 Explore revenue streams other than sales tax 

 Revisit capital expansion plans and consider affordability of operating additional service 

 Revisit regional funding partnerships 

 Aggressively pursue Joint Development opportunities 

 Increase Transit Operations revenue from 2000 Measure A 

 Maintain a 10-year budget/forecasting model 

 Rationalized fleet sizing 

 Consolidate Bus Divisions 

                                                 
3 Subject to collective bargaining 

7



 

Page 7 of 7  

Staff recommends that these items be brought to and addressed by the appropriate Board 

Standing Committee.  

ALTERNATIVES: 

The Board of Directors may modify the proposed mitigation measures. 

FISCAL IMPACT: 

While approval of the proposed mitigation measures does not have a direct fiscal impact, 

successful implementation and negotiation, where applicable, of the measures is estimated to 

result in total annual expenditure savings or additional revenues of $50M to $60M upon full 

implementation. 

Prepared by: Carol Lawson, Fiscal Resources Manager, Budget 

Memo No. 6655 
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Proposed Structural Deficit 

Mitigations

Ad Hoc Financial Stability Committee

August 17, 2018



Ad Hoc Committee Workshop 6/8/18

2

Goal

Identify mitigation measures that:

a) Have a short-term* 

implementation schedule, and

b) Have both a short and long-

term impact

* Begin implementation within one year, full impact achieved within three years.



Deficit Reduction Target

3

• $50-$60 million per year at full 

impact:

- Operating deficit - FY19 $26M

- VTA local share of Capital-

$30M-$35M annual need



Ad Hoc Committee Workshop 

Discussions

4

Short-term common themes

• Adjust Next Network rollout/and or 

service delivery levels

• Freeze hiring of non-critical positions

• Workforce wage and/or benefits 

adjustments



Staff Proposed Mitigations

5

Identified based on:

• Ad Hoc Committee discussions 

and suggestions

• Board direction at time of FY18 & 

FY19 Budget Adoption



Staff Proposed Mitigations 

Short-Term

6

Mitigation
Projected Annual 

Savings/Revenues at 
Full Implementation

Implementation 
Timeframe

Full Savings 
Timeframe

Next Network Service 
Rollout Adjustment

$30.0M 1 year FY 2020

Equitable Employee 
Contribution to Pension (B)

$5.0M 1 year FY 2020

SB1 Revenues
or

2-yr Wage Freeze

$16.0M
or

$15.0M

Immediate*
or

1 year

FY 2019
or

FY 2021

Early Retirement Incentive $1.0M Immediate FY 2020

Total $51.0M - $52.0M

(B) – Subject to Collective Bargaining

* Currently received but subject to repeal



Staff Proposed Additional Mitigations
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Mitigation
Projected Annual 
Savings/Revenues

Implementation 
Timeframe

Full Savings 
Timeframe

Adjusted benefit plans for 
new employees (B)

$2.0M-$2.5M initial 
savings*

1 year
Ongoing/

Cumulative

Full Sales Tax collection for 
online purchases

$5.5M 2 years Ongoing

Index Fares to inflation $2.0M** 2-3 years
Ongoing/

Cumulative

(B) – Subject to Collective Bargaining. If successfully bargained, 
separate tier of benefits--healthcare & retirement plans--for new 
employees.

* Annual savings would grow as new employees replace existing  
employees through attrition.

** Annual revenue increase would grow as fares are re-indexed



Staff Proposed Mitigation Selection Criteria
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• Feasibility of implementation

• Capacity to address both 

components of structural deficit; level 

of revenues/expenses and growth 

rate of revenues/expenses

• Contribution to long-term financial 

stability



Long-Term/Policy Items Identified by 

the Ad Hoc Committee
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To be addressed by appropriate Board 

Standing Committee

• Review worker productivity/overtime/staffing 

efficiencies

• Include operating, maintenance, and state of 

good repair costs in future ballot measures

• Explore revenue streams other than sales tax

• Revisit capital expansion plans and consider 

affordability of operating additional service



Long-Term/Policy Items (cont.)
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• Revisit regional funding partnerships

• Aggressively pursue Joint Development 

opportunities

• Increase Transit Operations revenue from 2000 

Measure A

• Maintain a 10-year budget/forecasting model

• Rationalized fleet sizing

• Consolidate Bus Divisions



QUESTIONS

???



Service Hours Comparison 

 FY17 

Actual 

FY18 

Actual* 

Original Next 

Network Plan 

Proposed 

FY20 

Bus Service 1,474,841 1,482,518 1,601,000 1,400,000 

Light Rail Service 149,940 153,029 192,000 150,000 

Total 1,624,781 1,635,547 1,793,000 1,550,000 

 

 

 

 

*Preliminary 



  

 
    

Dear Members of the Ad-Hoc Financial Stability Committee 

 

 Working Partnerships and the undersigned organizations are submitting this letter in an effort to 

propose an expansive vision for the future of transportation in Silicon Valley. This vision includes a series 

of policy recommendations that address the organization’s immediate budgetary issues and long-term 

sustainability challenges. The recommendations are focused on the following four principles that should 

guide the committee’s work and should be incorporated into the final recommendations to the full 

Board of Directors. The four principles are Prioritizing Core Transit Services, Making Transit Funding 

Sustainable, Reimagining Transportation Service, Improving Workforce and Management Practices.  

 

In January, Chairperson Liccardo proposed setting up this committee to address the budget deficits that 

VTA is facing for the foreseeable future, bringing together stakeholders from labor, business, and 

community groups. All of us have a vested interest in seeing VTA not only survive, but become a 

sustainable modern transportation agency in the world’s most innovative region. So far, our meetings 

have focused on gaining information from staff and consultants, reviewing trends in transportation, and 

negotiating the tradeoffs and tough decisions that may be required to balance VTA’s finances.  

 

However, throughout the process it has become clear to our organizations that there is a need of a 

vision that emphasizes investing in the system and asks all stakeholders to do their part to help fund 

transit. We firmly believe that an approach that pushes for service cuts can only lead to a systemic 

“death spiral” where riders abandon the system as service degrades which leads to further service cuts.  

 

VTA made a commitment to voters in 2016 that it would invest in the core transit system, delivering 

more service not less. Keeping that promise will move the agency toward a reimagining and 

reinvigoration of its mission. VTA is the backbone of the transportation system in Silicon Valley: it is 

depended on by high and low income workers, schoolchildren, senior and disabled people, and minority 

communities. The county’s health, climate, and economic future hinges on making sure that this transit 

system remains viable and sustainable for generations to come.  

 

To achieve that goal, we believe that VTA will need to make forward-looking and innovative changes to 

the way it has operated its system, funded its core services, and engaged with its constituent 

communities and workforce. Our vision sets VTA on a path toward sustainability by focusing on the 

agency’s need to focus on core transit services, diversify its sources of funding, change its approach to 

service, and implement better management practices.  

 

In Solidarity,

 

Working Partnerships USA 

AFSME Local 101 

IFPTE/TAEA Local 21 

ATU Local 265 

SEIU Local 521 
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Recommendations 
 

1. Prioritizing Core Transit Services 

 

Set Transit and Multimodal Funding Allocation Targets We believe that VTA needs to prioritize funding 

core transit service when going to voters for revenue or when receiving funds from state and regional 

funding. Bus and light rail service have been receiving an ever smaller share of revenue from sales tax 

measures, leaving the system to atrophy as billions are spent on new high-capacity rail improvements 

and on the region’s auto-focused infrastructure. Setting a standard percentage of funds from future 

and/or existing sources of revenue to go to operations in the 2000 Measure A range of 20% to 25% 

would be a first step toward ending this funding iniquity.  

 

2. Making Transit Funding Sustainable 

 

Analyze legal and legislative of feasibility of following sources of revenue: property related funding 

measures (Chicago/East Bay) and rideshare fee (NYC/Chicago/SF) VTA depends almost entirely on sales 

tax revenue to fund both operations and capital programs. That dependence on sales tax revenue has 

left it more exposed to variations in the retail economy. VTA can learn from recent and long-time 

strategies adopted by peer transit agencies to help fund its transit services in a more sustainable 

manner. Chicago CTA receives approximately 10% ($82 million) of its revenue from Real Estate Transfer 

Taxes1 and will raise another $30 million per year from a rideshare per ride fee. AC Transit receives $30 

million per year (7%) of total budget from a county wide parcel tax and another $90 million (22%) from 

direct property taxes.2 SFMTA recently struck a deal with rideshare providers to place a measure on next 

year’s ballot to fund transit service with a modest per-ride tax.3   

 

Maximize existing revenue by tapping Measure A and leveraging state funds like SB1. Recent changes 

to the Measure A budget allocations is likely to result in an increased availability of funds for transit 

operations. We recommend moving forward with changes that allow for this while keeping to the spirit 

and letter of the ballot language. VTA will also receive $16m per year from SB1 but the agency has so far 

not included this revenue in the estimates due to a potential repeal of the measure but We believe that 

SB1 funds should be part of the revenue considerations as we progress in this process.   

 

Capturing value from business partnerships and development projects: Using the model from local 

transportation fees, VTA should work with local cities to encourage or require Ecopass participation for 

new development as part of a transportation demand management strategy and as a means to reduce 

parking.  VTA must also expand partnerships with entities like the Palo Alto TMA that are implementing 

creative transportation management plans that include providing free transit passes to low income 

workers within congested areas. VTA should partner with the County’s 7 large employment cities (Palo 

Alto, Mountain View, Sunnyvale, Santa Clara, San Jose, Cupertino, and Milpitas) to create a special 

downtown/corporate park version to the Ecopass to be paid for by the local governments/groups of 

employers.  

                                                           
1 Chicago Transit Budget Recommendations: https://www.transitchicago.com/assets/1/6/2018_Budget_Book_2017-11-
21_FINAL_web_version.pdf 
2 AC Transit Budget: http://www.actransit.org/wp-content/uploads/FY17-18-Adopted-Budget-Book-Draft-FINAL-v.2.pdf 
3 SF Examiner http://www.sfexaminer.com/groundbreaking-deal-uber-lyft-sees-peskin-withdraw-ride-hail-tax-ballot-measure/ 

https://www.transitchicago.com/assets/1/6/2018_Budget_Book_2017-11-21_FINAL_web_version.pdf
https://www.transitchicago.com/assets/1/6/2018_Budget_Book_2017-11-21_FINAL_web_version.pdf
http://www.actransit.org/wp-content/uploads/FY17-18-Adopted-Budget-Book-Draft-FINAL-v.2.pdf


 

Increase capacity of real estate staff to move more joint developments forward. We propose looking 

at finding ways to increase the speed and volume of the agency’s real estate development and to think 

creatively about the value capture potential of transit-adjacent mega-developments like the Diridon 

Google Development. It can do so by increasing real estate staff capacity to help with processing and 

promoting joint development opportunities, pushing cities to remove barriers to joint development on 

VTA owned sites, and increase the base of potential development partners. VTA must also support state 

and regional efforts to give transit agencies more land use authority.   

 

Assess feasibility of pricing the congestion and road impact of ridesharing services and private 

shuttles. These services can assist in supporting transit modes. VTA must start looking at the data it 

generates and owns as an asset that can be leased to private operators. It also needs to work with these 

private services to acquire data on travels patterns to better plan service routes.  

 

3. Reimaging Transportation Service  

 

Leverage role as congestion management agency and funder to encourage communities to accept 

changes to land use to help improve transit access and viability. Currently, VTA must adapt to the 

decisions of Santa Clara County’s 15 cities and numerous smaller communities. Cities throughout the 

county have a history creating road blocks to projects that could improve bus and rail ridership. Efforts 

to increase bus speeds through signal prioritization and lane dedication, building out at rapid bus system 

on El Camino Real, or making light-rail travel competitive with the private shuttle system have run into 

opposition from these areas. We propose that VTA leverage its role as a congestion management agency 

to push these communities to accept changes to help make transit faster and more reliable.  

 

Plan for integration of Mobility as a Service (MAAS) to maximize ridership In a recent piece by SPUR4, 

the authors argue that public agencies have a primary and important role to play in the management of 

the transition toward more technology enabled mobility solutions. Incorporating new and emerging 

transportation systems into the system can drive not only ridership but more mode-shifting among 

residents. This will allow VTA to leverage its EZ Fare App or Clipper to partner with electric scooter, 

bikeshare, and rideshare/taxi companies to encourage seamless mobility integration for first and last 

mile services. The goal would be to make VTA the “hub” for mobility services or to make VTA the “spine” 

of a regional transportation network that combines public and private modes of non-single occupancy 

vehicles.  

 

Incorporate service and land use changes as part of NEXT Network to focus on more on frequency and 

efficiency. VTA needs to refocus the network redesign on frequency in order to drive ridership by 

increasing the percentage to 85-90% frequency.  The delay in implementation gives VTA the opportunity 

to truly the transform the bus system in Santa Clara County by implementing changes that will improve 

bus and light rail speeds, reduce bunching, increase frequencies, and help with our congestion 

challenges. While some of these changes are already planned (FAST Network, Light Rail Speed Plan), the 

speed, scale and boldness required to make sure that the transportation system in this county can 

                                                           
4 Why We Can’t Leave Transportation Apps to the Private Sector: http://www.spur.org/news/2018-04-25/why-we-can-t-leave-transportation-

apps-private-sector 



survive has not yet been shown by VTA’s administration. VTA needs a sense of fierce urgency to address 

these land use and service issues to make transit completive with other modes of transportation. This 

can be done by combining these efforts into a single transit modernization plan.  

 

4. Improving Workforce and Management Practices 

 

Increase employee engagement and communication to improve employee morale and cohesion. VTA’s 

workforce is its greatest resources. The work and dedication of the organization’s 2400 employees has 

been proven by the numerous awards and dedications and affirmations that staff has received from 

national transit organizations and ordinary bus riders. However, in part driven by the financial crisis and 

subsequent financial difficulties, an adversarial relationship has developed between management and 

rank-and-file employees. This dynamic has bred a lack of trust and made it difficult for VTA to be able to 

marshal its resources to address budget, security and ridership challenges. VTA must expand joint labor 

management committees and increase engagement with employees to be able to move the 

organization forward as one.   

 

Increase ongoing leadership, cross training, and development of staff members. VTA needs to make 

sure that its workforce is familiar with the latest technological and mechanical innovations. Manage 

training times to minimize absences and to improve team and site cohesion. VTA should offer penalty-

free voluntary early retirement options for positions that may no longer fit with the organization’s 

strategic plan. As part of an overall culture shift, VTA must address productivity and leave policies that 

shift the burden of keeping the system running onto some employees. Specially, looking at how 

employees plan for and are given leave time can allow for better on-site or on-route presence which will 

lead to reductions in overtime usage and improve work productivity.  

 

Implementing System Wide Efficiencies Introduce more competitive bidding and contracting practices 

VTA must work on increasing contractor pool as well as analyzing the impact of cost overruns, delays, 

and contingency usage on project costs. VTA must also consider blackballing of repeated offenders. This 

must also be part of a top-to-bottom review of the cost and scale of professional and business service 

contracts for non-essential services.  

 

Implement 5-10 year budget forecasting models. To better prepare for service changes, to head off 

budget crises, and to plan for future revenue needs, VTA should implement longer timeline budget 

planning timelines.  



�:)SPUR 
San Francisco I San Jose I Oakland 

August 18, 2018 

To: VTA Ad Hoc Financial Stability Committee and Staff 

From: Ratna Amin, SPUR Transportation Policy Director 

Re: August 18, 2018, Agenda Item 7: Proposed mitigation measures. 

We appreciate the work staff and committee members have done to propose choices which would 
enable VT A to balance is budget in the immediate years. 

SPUR supports the proposed budget measures. We have the following additional questions, 
comments, and proposals: 

1. Rationale: We would like to see the reasons these measures are proposed while others were 
not proposed at this time, and a mention of what the long run consequences could be of each 
of these proposals (such as reduced ridership, decreased professional capacity). We would 
also like to see a way to phase in the measure if the full amount of cuts are not needed this 
year. 

2. Service reductions: We would like to know what process will be used to decide upon 
specific bus and light rail service reductions. SPUR strongly supported the Next Network 
process and results, because it was a strategic and a collaborative process. It is unclear which 
pieces of that bus network strategy will be retained and how it relates to VT A's future 
strategy as a transit service. We would also like to know how what the priorities are for the 
light rail service and what the long-term strategy is for the light rail system. 

3. Operating Costs and Strategies: VTA's unit operating costs are consistently higher than peer 
agencies and are not decreasing. This proposal does not include any strategies to lower those 
costs or improve operations. The cost reduction measures proposed will affect customers, 
we would like to see some proposals which address operational efficiency so VT A can offer 
more value for the same costs. Unless the cost and operational sides of the equation are 
addressed, VT A risks a worsening downward spiral of increasing costs, decreasing service 
and declining ridership. 

4. Fares: We support indexing fares. We suggest VTA also consider a more nuanced formula 
for calculating fares. (For example, in Singapore, the fare adjustment formula- which is re
examined every five years- takes into account average wages, inflation, energy prices and 
operator earnings: public transportation operators are required to share part of their 
productivity gains (but not pass on their productivity losses) with riders.) 
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The following are critical topics for further discussion and strategy development at this committee. 

1. Business Model: A strategy to avoid the accelerating downward spiral is needed. What 
should VTA's transit business model be going forward? There is no doubt that the current 
scheme of transit services, revenue sources, cost, etc. is not sustainable and isn't giving the 
public as many benefits as it possibly could. We suggest developing a service framework 
that incorporates both how to serve demand and what customers want, plus how to serve as 
the safety net for people without options. We recommend completing a service equity 
strategy (SFMTA did one recently), so we know what level of subsidy is needed in the long 
run to meet this need. 

2. Network expansion/infrastructure. What is the future of VTA's network expansion? Capital 
projects and their associated costs and benefits need to be looked at strategically, and with 
an eye to a thriving agency in 5 years, 10 years, and beyond, and consideration of changes to 
technology, land use, etc. on the horizon. 

3. Partnerships: While staff suggest revisiting partnership agreements (Caltrain, BART, etc), 
VTA should also be looking to see how VTA can work with partners to deliver value to 
customers; VT A shares customers with other agencies and every agency is facing similar 
budget and business model challenges and. 

4. Revenue measures: What are the ways that existing revenue measure can be revisited to 
align with a sound long-term strategy for VTA? What should the strategy be for future 
revenue measures, and what are the spending priorities that match with a sound long-term 
strategy? 
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