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RECOMMENDATION

Approve an Agreement between the City of San José (City) and Santa Clara Valley
Transportation Authority (VTA) to share bus shelter advertising revenue generated from bus
shelters located in the City of San José retroactive from January 1, 2018 through December 31,
2021.

OUTCOME
The City is projected to realize over $500,000 in revenue over the four-year term with the VTA

sharing bus shelter advertising revenue for the proportion of bus shelters located in the public
right of way in the City.

BACKGROUND

Since 1995, the VTA has awarded an advertising contract for their bus shelter system. The
contracts included revenue sharing with participating cities and Santa Clara County (County) and
required mandatory maintenance of the bus shelters by the contractor. The pass-through revenue
was based on the advertising contractor paying a percentage of the cumulative net revenues
generated with a minimum payment per advertising shelter located in the City. In 2001, the
VTA, the County, and participating cities clarified a schedule of liquidated damages for the
advertising contractor to maintain the shelter sites in a clean and safe manner.

On December 31, 2017, the most recent version of the bus shelter revenue sharing agreement
with the City expired along with the VTA’s previous bus shelter advertising contract with Clear
Channel Outdoor (Clear Channel).
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ANALYSIS

On August 8, 2018, VTA executed an agreement with Clear Channel as the advertising
contractor and bus shelter maintenance provider for a four-year term expiring on December 31,
2021. Key business terms of the new agreement include:

e New Minimum Annual Guarantee (MAG) payment to VTA of $805,000

e Annual management expense of $146,000 including maintenance
50% of revenue is shared by proportional percentage of Bus Ad Shelters in the City
Bus shelter counts are calculated on December 31 of each year

After the management expense, the VTA keeps 50% of the remaining revenue and then shares
50% of this remaining revenue with all participating entities based on its proportional share of
bus shelters with advertising in each jurisdiction. The City’s revenue share comprises nearly half
of the shelters across the system and is summarized in Table 1 for the Estimated Revenue Share
Payments over the life of the contract.

Table 1 — Estimated Revenue Share Payment to City

Calendar Year

# of Ad Shelters in SJ

% of Ad Shelters in SJ

Revenue to SJ

2018 169 43.90% $144,637
2019 191 47.28% $155,778
2020 — estimate 191 47.28% $116,833*
2021 — estimate 191 47.28% $155,778

Total $573,078

* 2020 payment estimate includes a 25% reduction due to VTA’s May quarterly waiver of minimum payment.

The table includes actual payments due for 2018 and 2019 and estimated payments for 2020 and
2021. Moreover, fluctuations will continue each year as the VTA adds and removes bus shelter
stops to ensure an efficient system. First payment is expected by the end of April 2021.

Due to the impacts of the County’s COVID-19 Shelter-in-Place order reducing ridership and
dropping the value of advertising, the VTA waived one quarterly MAG payment through an
amendment executed in May 18, 2020 (Attachment 1 — Amendment No. 1). The waiver enabled
Clear Channel to retain staff who perform all cleaning and maintenance service at bus shelters
during the various stages of the County’s COVID-19 health orders.

The agreement is retroactive due to limited staff capacity and the ongoing impacts of prioritizing
core services during the COVID-19 pandemic. In April 2019, VTA approached the
Administration and Public Works was tasked to negotiate the agreement. Negotiations could not
resume until the vacant Public Works Deputy Director position was filled in September 2020.
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CONCLUSION

Staff recommends executing the agreement as negotiated with the VTA and continuing the bus
shelter advertising revenue share program.

EVALUATION AND FOLLOW-UP

Public Works staff meets regularly with VTA staff to process new bus shelter permits and
maintain the revenue share program. As the VTA considers renewing its advertising contract
after 2021, City staff will remain engaged to ensure accurate bus shelter counts, revenue share
calculation and maintenance coordination.

CLIMATE SMART SAN JOSE

The recommendation in this memo has no effect on Climate Smart San José energy, water, or
mobility goals.

PUBLIC OUTREACH

No public outreach has been performed for the consideration of the VTA bus shelter advertising
revenue agreement.

COORDINATION

Public Works staff has coordinated with the City Attorney's Office, City Manager’s Budget
Office, and the Department of Transportation.

COMMISSION RECOMMENDATION/INPUT

No commission recommendation or input is associated with this action.

FISCAL/POLICY ALIGNMENT

There are no net costs to the General Fund resulting from the recommended actions.
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COST SUMMARY/IMPLICATIONS

Total revenue share payments from calendar year 2018 through 2021 are estimated to total
$573,078. Revenue share payments to the City for 2018 through 2019 in the amount of
$300,415 are expected to be paid this fiscal year by April 2021. These payments will be
recommended to be recognized and appropriated into the General Fund as part of the 2020-2021
Mid-Year Budget Review scheduled for City Council approval on February 9, 2021. Future
payments will be incorporated into future budget processes.

CEQA

Not a Project, File No. PP17 003, Agreements/Contracts (New or Amended) resulting in no
physical changes to the environment.

/s/
MATT CANO
Director of Public Works

For questions, please contact J. Guevara, Deputy Director, at (408) 807-1801.

Attachments:
Attachment 1 — VTA and Clear Channel Bus Shelter Advertising Agreement and Amendment
No. 1
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