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$60.7M of parity debt outstanding
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Moody's Outlook

Opinion

NEW YORK, October 02, 2013 --Moody's Investors Service has assigned an Aa3 rating to the San Francisco
Municipal Transportation Agency's $75 million Revenue Bonds, Series 2013. Proceeds of the bonds, expected to
price the week of November 11, will be used to finance a variety of capital improvement projects.

SUMMARY RATING RATIONALE

The bonds are secured by a pledge of SFMTA's gross revenues, excluding City General Fund transfers and
restricted revenues. The Aa3 long term rating reflects SFMTA's diversified revenue base; sound financial
management with strong revenue raising flexibility; and strong demand for the essential services it provides in San
Francisco. The rating also incorporates SFMTA's low debt burden and satisfactory legal provisions.

STRENGTHS

--Large service area with high essentiality

--Strong 3 times additional bonds test

--Diverse revenue stream including dedicated taxes, fares, parking revenues, fines, and governmental subsidies
--Automatic indexing policy that applies to fares, fees and charges

CHALLENGES

--Rising fixed costs attributable to healthcare and pension liability

--Deferred capital needs for a complex multimodal system

DETAILED CREDIT DISCUSSION

ESSENTIAL TRANSPORTATION SYSTEM IN A STRONG ECONOMIC SERVICE AREA

Established in 2002 through consolidation of the San Francisco Municipal Railway (Muni), and the Department of
Parking and Traffic, SFMTA is the seventh largest transit system in the country and the Bay Area region's largest



Disclaimer i semra

This document provides general information about the San Francisco Municipal Transportation Agency (SFMTA ) and its outstanding
bonds, notes or other obligations. The information is provided for quick reference only. It is not a summary or a compilation of all
information relevant to any particular financial transactions, bonds, notes or other obligations. It does not purport to include every item
that may be relevant, nor does it purport to present full and fair disclosure with respect to any financial transactions, bonds, notes or
other obligations related to the SFMTA within the meaning of applicable securities laws and regulations.

The information presented in this document speaks only as of the date it was posted or, if such information is dated, as of its dated
date. The SFMTA does not undertake continuously to update materials posted in this document. Developments may occur after the
dated date or posted date of such information that could render it inaccurate or unreliable.

Certain information has come from other sources that are not developed by the SFMTA, and the SFMTA presents that information for
convenience only. The SFMTA does not guarantee the accuracy of any such information and undertakes no responsibility to verify any
of that information. Links to other websites similarly are provided for convenience; the SFMTA takes no responsibility for the accuracy
of such information.

THIS IS NOT AN OFFER TO SELL BONDS. Information in this document is not an offer to sell securities or the solicitation of an offer
to buy securities, nor shall there be any sale of securities in any jurisdiction in which such offer, solicitation or sale would be unlawful
prior to registration or qualification under the securities laws of such jurisdiction.

Viewers acknowledge that: (1) the SFMTA is not now by this document and the information shown herein offering any bonds, notes or
other obligations, nor soliciting an offer to buy any such securities; (2) this document and the information herein shall not be construed
as any description of the SFMTA, any departments thereof or the programs of the SFMTA in conjunction with any offering of bonds,
notes or other obligations; (3) the information in this document is subject to change without notice, and no one shall assume from the
availability of this document and the information herein that the affairs of the SFMTA and/or the programs of the SFMTA have not
changed since the date of this information; (4) no representation is made as to the propriety or legality of any secondary market trading
of the bonds, notes or other obligations of the SFMTA by anyone in any jurisdiction, (5) the information in this document speaks as of its
date, and the SFMTA does not hereby obligate itself in any manner to periodically or otherwise update this information or to maintain
the availability of this information.

All information in this document has been obtained by the SFMTA from sources believed to be reliable but no representation or
warranty is made by the SFMTA as to its accuracy or completeness. Neither the SFMTA, nor any of its agencies or departments nor
any of its officers or employees, shall be held liable for any use of the information described and/or contained in this document. In no
event shall the SFMTA or its agencies or departments, officers or employees be liable for any direct, indirect, incidental, special,
exemplary or consequential damages however caused and on any theory of liability, whether in contract, strict liability or tort (including
negligence or otherwise) arising in any way out of the use of this document, even if advised of the possibility of such damage. This
disclaimer of liability applies to any and all damages and injuries, including, but not limited to those caused by any failure of
performance, error, omission, interruption, deletion, defect, delay in operation or transmission, computer virus, communication line
failure, theft or destruction or unauthorized access to, alteration of, or use of any record, whether for breach of contract, tortious
behavior, negligence or under any other cause of action. This disclaimer applies to both isolated and aggregate uses of the information
in this document.

Any addresses or links to other websites which may be contained in this document are given only for the convenience of the viewer.
The SFMTA has not participated in the preparation, collection, compilation or selection of information on any such other website and
assumes no responsibility or liability for the contents of such websites. Due to the dynamic nature of the internet, resources that are
free and publicly available one day may require a fee or restricted access the next, and the location of items may change as menus,
homepages and files are reorganized. If you obtain any information from this document from any source other than this document,
please be aware that electronic data can be altered subsequent to original distribution. Data can also quickly become out of date. It is
recommended that careful attention be paid to any data associated with a file, and that the originator of the data or information be
contacted with any questions regarding appropriate use.

Choice of Law Construction of the disclaimers above and resolution of disputes regarding such disclaimers are governed by the laws
of the State of California. The laws of the State of California shall apply to all uses of this document and the information contained in
this document.

Viewer Acknowledgement and Agreement. The viewer acknowledges and agrees that the information provided in this document is
provided by the SFMTA for convenience. By viewing this document and the information contained herein, the viewer acknowledges and
agrees that any use of the document and information contained herein shall conform to all applicable laws and regulations and that the
viewer shall not violate the rights of any third parties and agrees to all of the terms, conditions and provisions set forth above under
"Notice to Readers," "THIS IS NOT AN OFFER TO SELL BONDS" and "Choice of Law."



and most heavily utilized. SFMTA transports close to 43% of all transit passengers in the region and carried 223
million passengers in fiscal 2013. SFMTA is governed by a seven-member board of directors, which is appointed
by the San Francisco mayor and confirmed by the city's Board of Supervisors. The agency operates 80 bus
routes, 50 motor coaches, 14 electric trolley bus lines, six light rail lines, three cable car lines, and a historic street
car line. The agency manages 28,000 on-street parking spaces and 15,000 parking spaces in 19 garages and 21
surface lots (30% of downtown and 15% of citywide parking spaces).

The agency is an enterprise department of San Francisco (G.O. rated Aa1/Stable) and a multi-modal
transportation authority responsible for planning, designing, constructing, managing, operating and maintaining
public transit, paratransit, street and traffic management and improvements, bicycle and pedestrian safety and
enhancement programs, on and off-street parking improvements and programs, and the regulation of taxis and
commercial vehicles. Located in San Francisco, the agency benefits from the economy of the Bay Area which
includes retail, entertainment and the arts, conventions and tourism, service businesses, banking, professional
and financial services, corporate headquarters, international and wholesale trade, multimedia and advertising,
biotechnology and higher education.

SOUND OPERATIONS BOLSTERED BY DIVERSE REVENUE STREAM AND ECONOMIC RECOVERY;
COMMITMENT TO MAINTAINING SOUND COVERAGE ON A NET-BASIS

We expect debt service coverage on all SFMTA obligations by net revenues to remain sound given the diverse
revenue pledge and management's flexibility to increase revenues and implement any necessary budgetary
adjustments. In April 2009, the agency adopted an Automatic Indexing Implementation Plan applicable to fares,
parking citations and garage parking rates, fines, fees and other charges. The plan, through use of a formula,
allows SFMTA to adjusts the aforementioned charges by a rate equal to one-half of any change in the Bay Area
Consumer Price Index, plus one-half of the annual percentage increase or decrease in the SFMTA's labor costs.

Although the bonds are secured by a gross pledge of system revenues, we believe it is important to evaluate
coverage on a net basis since the pledged revenues provide the bulk of the agency's operating revenues in
addition to supporting debt service. In fiscal 2012, operating grants comprised 13% of operating expenses, with
passenger fares accounting for 21% and general fund transfers and parking and traffic revenues accounting for
29% and 11% respectively. Passenger fares, parking and an increase in charges coupled with the positive
impacts from the economic recovery significantly bolstered total operating revenues. SFMTA's recovery ratio
based on all pledged revenue is among the highest in the transit sector at 52.6%. Net working capital in 2012 was
sizeable at $283 million (29.5% of gross operating expenses). Cash and investments totaled $429.2 million or
approximately 164 days of operating cash on hand.

In 2011, SFMTA was successful in negotiating a three-year contract with its largest labor union representing about
50% of its employees which is expected to produce $41 million in savings over the next three years. SFMTA
employees are covered by benefit plans offered through the city of San Francisco which continues to face
challenges related to healthcare and pensions. Despite the passage of pension reform and the city's efforts to
lower employee costs, pension and benefit expenditures remain key challenges. SFMTA's pension and medical
expenses have increased considerably over the last five years from $77.6 million in 2007 to $139 million in 2012.
SFMTA expect that salary and fringe benefit costs will increase by 9.2% in 2013.

SATISFACTORY LEGAL PROVISIONS WITH FULLY FUNDED DEBT SERVICE RESERVE FUND

Legal protections as defined in the agency's bond resolution provide satisfactory security for bondholders. The

rate covenant stipulates that the agency maintain revenues at levels to ensure an adequate 1 times annual debt
service coverage on all outstanding revenue debt. The additional bonds test is set at a strong 3 times maximum
annual debt service for all outstanding revenue bonds and additional bonds. The bond resolution also requires a
debt service reserve fund fully funded equal to the lesser of maximum annual debt service (MADS), 10% of the

bonds and parity senior lien bonds outstanding or 125% of the average principal and interest coming due in any
succeeding fiscal year.

MODERATE DEBT, CONSERVATIVELY STRUCTURED

The current offerings add only slightly to the agency's annual debt obligations. SFMTA's peak debt service
payment obligation with the 2013 issuance is $11.3 million in fiscal 2016, or about 3% of the agency's budgeted
fiscal 2012 operating revenues. The SFMTA has an internal policy to cap debt service payments at 5% of the
operating budget. SFMTA maintains sound maximum annual coverage of debt service obligations of 44.3 times
including the 2013 issuance, although this level is expected to decrease in upcoming years as the agency
increases leverage to address replacement, enhancement or expansion of capital assets. SFMTA's low debt



burden is partly explained by support from the city and state sources that fund capital projects and deferral of
major capital expenditure, which is not unusual for many transit and infrastructure focused agencies during the
peak of the national economic downturn. Historically, planned major capital projects have been deferred, when
either the project has been prioritized lower due to changing circumstances or the planned funding as part of the
total project has not materialized. The SFMTA had a deferred replacement total of $2.2 billion as of August 2010.
Going forward the agency will finance projects in phases in an effort to avoid future deferral of capital expenses. A
significant increase in debt would add negative pressure to the credit rating.

Outlook

Our outlook for the agency's long-term rating is stable. This outlook recognizes that the agency's diverse and
stable revenue stream. The outlook also reflects the agency's large service area with high essentiality.

WHAT COULD MAKE THE RATING GO UP

--Sustained growth in pledged revenues combined with ridership growth leading to significantly increased reserves
WHAT COULD MAKE THE RATING GO DOWN

--Significant increase in fixed costs that pressure financial operations

--Sustained declines in ridership and revenues leading to depleted reserves and debt service coverage

The principal methodology used in this rating was Mass Transit published in June 2000. Please see the Credit
Policy page on www.moodys.com for a copy of this methodology.

REGULATORY DISCLOSURES

For ratings issued on a program, series or category/class of debt, this announcement provides certain regulatory
disclosures in relation to each rating of a subsequently issued bond or note of the same series or category/class
of debt or pursuant to a program for which the ratings are derived exclusively from existing ratings in accordance
with Moody's rating practices. For ratings issued on a support provider, this announcement provides certain
regulatory disclosures in relation to the rating action on the support provider and in relation to each particular rating
action for securities that derive their credit ratings from the support provider's credit rating. For provisional ratings,
this announcement provides certain regulatory disclosures in relation to the provisional rating assigned, and in
relation to a definitive rating that may be assigned subsequent to the final issuance of the debt, in each case where
the transaction structure and terms have not changed prior to the assignment of the definitive rating in a manner
that would have affected the rating. For further information please see the ratings tab on the issuer/entity page for
the respective issuer on www.moodys.com.

Regulatory disclosures contained in this press release apply to the credit rating and, if applicable, the related rating
outlook or rating review.

Please see www.moodys.com for any updates on changes to the lead rating analyst and to the Moody's legal
entity that has issued the rating.

Please see the ratings tab on the issuer/entity page on www.moodys.com for additional regulatory disclosures for
each credit rating.
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VOLATILITY. CREDIT RATINGS AND MOODY'S OPINIONS INCLUDED IN MOODY'S PUBLICATIONS ARE
NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. CREDIT RATINGS AND MOODY'S
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well as other factors, however, all information contained herein is provided "AS IS" without warranty of any kind.
MOODY'S adopts all necessary measures so that the information it uses in assigning a credit rating is of sufficient
quality and from sources Moody's considers to be reliable, including, when appropriate, independent third-party
sources. However, MOODY'S is not an auditor and cannot in every instance independently verify or validate
information received in the rating process. Under no circumstances shall MOODY'S have any liability to any
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consequential, compensatory or incidental damages whatsoever (including without limitation, lost profits), even if
MOODY'S is advised in advance of the possibility of such damages, resulting from the use of or inability to use,
any such information. The ratings, financial reporting analysis, projections, and other observations, if any,
constituting part of the information contained herein are, and must be construed solely as, statements of opinion
and not statements of fact or recommendations to purchase, sell or hold any securities. Each user of the
information contained herein must make its own study and evaluation of each security it may consider purchasing,
holding or selling. NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS,
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MANNER WHATSOEVER.

MIS, a wholly-owned credit rating agency subsidiary of Moody's Corporation ("MCQ"), hereby discloses that most
issuers of debt securities (including corporate and municipal bonds, debentures, notes and commercial paper) and
preferred stock rated by MIS have, prior to assignment of any rating, agreed to pay to MIS for appraisal and rating
services rendered by it fees ranging from $1,500 to approximately $2,500,000. MCO and MIS also maintain policies
and procedures to address the independence of MIS's ratings and rating processes. Information regarding certain
affiliations that may exist between directors of MCO and rated entities, and between entities who hold ratings from
MIS and have also publicly reported to the SEC an ownership interest in MCO of more than 5%, is posted annually
at www.moodys.com under the heading "Shareholder Relations — Corporate Governance — Director and
Shareholder Affiliation Policy."
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