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FINANCE COMMITTEE
Meeting Notice

Date: 11:30 a.m., Tuesday, November 18, 2014
Location: Room 263, City Hall
Commissioners: Commissioners Cohen (Chair), Wiener (Vice Chair), Chiu, Farrell, Tang
and Avalos (Ex Officio)
CLERK: Steve Stamos
Page
1. Roll Call
Consent Calendar
2. Approve the Minutes of the October 7, 2014 Meeting — ACTION* 3
3. Internal Accounting and Investment Report for the Three Months Ending
September 30, 2014 - INFORMATION* 5
The Transportation Authority’s Fiscal Policy directs staff to give a quarterly report of expenditures including a
comparison to the approved budget. The Transportation Authority’s Investment Policy directs that a review of
portfolio compliance be presented along with the quarterly report. The Internal Accounting Report for the
three months ending September 30, 2014, is presented for information.
End of Consent Calendar
4. Recommend Acceptance of the Audit Report for the Fiscal Year Ended June 30, 2014
— ACTION* 27
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The Transportation Authority’s financial records are required to be audited annually by an independent,
certified public accountant. The annual audit (Audit Report) for the year ended June 30, 2014 was conducted in
accordance with generally accepted auditing standards by the independent, certified public accounting firm of
Macias, Gini & O’Connell, LLP (Macias Gini). Macias Gini is also the auditor for the City and County of San
Francisco. The Transportation Authotity received all unmodified (also known as a clean opinion/unqualified
opinion) audit opinions from Macias Gini, with no findings or recommendations for improvements. For the
fiscal audit, Macias Gini has issued an opinion, stating that the financial statements present fairly, in all material
respects, the financial position of the Transportation Authority. Since more than $500,000 in federal grants
was expended during the year, a single audit (compliance audit) was performed on the Yerba Buena Island
Ramps and Bridge Structures Project, eFleet: Carsharing Electrified Project, Integrated Public Private
Partnership Travel Demand Management Program, San Francisco Value Pricing and Regulation Study, Treasure
Island Mobility Management Program, and Congestion Management Agency Planning and Programming
funded by the Surface Transportation Program. For the single audit, Macias Gini has issued an opinion, stating
the Transportation Authority complied in all material respects with the compliance requirements that could
have a direct and material effect on the federal funds audited. The full audit report and a separate report
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Finance Committee Meeting Agenda

containing other requited communications to the Finance Committee are attached. We are seeking a
recommendation to accept the Audit Report for the fiscal year ended June 30, 2014.

5. Introduction of New Items — INFORMATION
6. Public Comment

7. Adjournment

* Additional materials

Please note that the meeting proceedings can be viewed live or on demand after the meeting at www.sfgovtv.org. To know the exact
cablecast times for weekend viewing, please call SFGovTV at (415) 554-4188 on Friday when the cablecast times have been determined.

The Legislative Chamber (Room 250) and the Committee Room (Room 263) in City Hall are wheelchair accessible. Meetings are real-time
captioned and are cablecast open-captioned on SFGovTV, the Government Channel 26. Assistive listening devices for the Legislative
Chamber are available upon request at the Clerk of the Board's Office, Room 244. Assistive listening devices for the Committee Room are
available upon request at the Clerk of the Board's Office, Room 244 or in the Committee Room. To request sign language interpreters,
readers, large print agendas or other accommodations, please contact the Clerk of the Authority at (415) 522-4800. Requests made at least
48 hours in advance of the meeting will help to ensure availability.

The nearest accessible BART station is Civic Center (Market/Grove/Hyde Streets). Accessible MUNI Metro lines ate the F, ], K, L, M, N,
T (exit at Civic Center or Van Ness Stations). MUNI bus lines also serving the area are the 5, 6, 9, 19, 21, 47, 49, 71, and 71L. For more
information about MUNI accessible services, call (415) 701-4485.

There is accessible parking in the vicinity of City Hall at Civic Center Plaza and adjacent to Davies Hall and the War Memorial Complex.
Accessible curbside parking is available on Dr. Carlton B. Goodlett Place and Grove Street.

In order to assist the Transportation Authority’s efforts to accommodate persons with severe allergies, environmental illnesses, multiple
chemical sensitivity or related disabilities, attendees at all public meetings are reminded that other attendees may be sensitive to vatious
chemical-based products. Please help the Transportation Authority accommodate these individuals.

If any materials related to an item on this agenda have been distributed to the Finance Committee after distribution of the agenda packet,
those materials are available for public inspection at the Transportation Authority at 1455 Market Street, Floor 22, San Francisco, CA
94103, during normal office hours.

Individuals and entities that influence or attempt to influence local legislative or administrative action may be required by the San Francisco
Lobbyist Ordinance [SF Campaign & Governmental Conduct Code Sec. 2.100] to register and report lobbying activity. For more
information about the Lobbyist Ordinance, please contact the San Francisco Ethics Commission at 25 Van Ness Avenue, Suite 220, San
Francisco, CA 94102; telephone (415) 252-3100; fax (415) 252-3112; website www.sfethics.org.
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DRAFT MINUTES

#o,

FINANCE COMMITTEE
Tuesday, October 7, 2014

1. Roll Call
Chair Cohen called the meeting to order at 11:42 a.m.
Present at Roll Call: Commissioners Chiu, Cohen, Farrell, Tang and Wiener (5)
2. Approve the Minutes of the September 9, 2014 Meeting — ACTION
There was no public comment.
The minutes were approved without objection by the following vote:
Ayes: Commissioners Chiu, Cohen, Farrell, Tang and Wiener (5)
3. State and Federal Legislative Update - INFORMATION/ACTION

Amber Crabbe, Principal Transportation Planner, presented the item per the staff
memorandum. She reported that the legislative session had ended and that the next session
would begin on December 1st.

Ms. Crabbe said that Governor Brown signed the Transportation Authority’s Assembly Bill (AB)
141 (Ammiano) into law which officially created a new Treasure Island Mobility Management
Agency (TIMMA) and firewalled TIMMA activities from other Transportation Authority
resources and activities. She thanked Assemblymember Ammiano and Mark Watts, the
Transportation Authority’s state legislative advocate, for all their hard work moving the bill
through the legislative process.

Ms. Crabbe stated that Governor Brown signed three other bills into law that the Transportation
Authority supported: Senate Bill (SB) 1077 (DeSaulnier) which established a road usage charge
pilot project; SB 1183 (DeSaulnier) which authorized a $5 vehicle registration fee for bicycle
infrastructure; and AB 1193 (Ting) which created a new class of bike infrastructure for separated
bikeways. She also reported that the Governor vetoed four bills the Transportation Authority
supported: AB 1532 (Gatto), AB 2337 (Linder), AB 2398 (Levine), and SB 1151 (Cannella) that
increased penalties for unsafe driver behavior around schools, bicyclists, and pedestrians. She
said that the Governor’s veto message indicated that he thought the penalties for those offenses
were high enough.

Ms. Crabbe noted that staff would begin developing the Transportation Authority’s 2015 state
and federal legislative program and would work closely with the Metropolitan Transportation
Commission, other Congestion Management Agencies, the San Francisco Municipal
Transportation Agency, and the Mayor’s Office throughout the process. She said that the
program would likely include an increased focus on pedestrian safety measures given the new
Vision Zero work and a renewed effort to reduce the voter threshold for local revenue measures.
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Commissioner Tang commented that she supported an advocacy effort next year to make
bicycling and walking safer, in particular around schools.

There was no public comment.

4. Recommend Award of a Three-Year Professional Services Contract, with an Option to
Extend for Two Additional One-Year Periods, to SPT] Consulting in an Amount Not to
Exceed $550,000 for Computer Network and Maintenance Services and Authorize the
Executive Director to Negotiate the Contract Payment Terms and Non-Material
Contract Terms and Conditions — ACTION

Cynthia Fong, Deputy Director for Finance and Administration, presented the item per the staff
memorandum.

Chair Cohen asked if the firm who submitted their proposal past the deadline would be able to
participate in future procurements.

Ms. Fong responded in the affirmative and added that the Transportation Authority only
considered proposals submitted by the deadline to be fair to those firms.

There was no public comment.
The item was approved without objection by the following vote:
Ayes: Commissioners Chiu, Cohen, Farrell, Tang and Wiener (5)

5. Introduction of New Items

There was no public comment.
6. Public Comment

There was no public comment.
7. Adjournment

The meeting was adjourned at 11:54 a.m.
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Memorandum

Date: 11.13.14 RE: Finance Committee
November 18, 2014

To: Finance Committee: Commissioners Cohen (Chair), Wiener (Vice Chair), Chiu, Farrell,
Tang and Avalos (Ex Officio)

4

From: Cynthia Fong — Deputy Director for Finance and Administration {W

Through:  Tilly Chang — Executive Director M

Subject: INFORMATION — Internal Accounting and Investment Report for the Three Months Ending
September 30, 2014

Summary

The Transportation Authority’s Fiscal Policy directs staff to give a quartetly report of expenditures including a compatison
to the approved budget. The Transportation Authority’s Investment Policy directs that a review of portfolio compliance be
presented along with the quarterly report. The Internal Accounting Report for the three months ending September
30, 2014, is presented for information.

BACKGROUND

The Transportation Authority’s Fiscal Policy (Resolution 14-43) establishes an annual audit requirement,
and also directs staff to report to the Finance Committee, on at least a quarterly basis, the
Transportation Authority’s actual expenditures in comparison to the approved budget. The
Transportation Authority’s Investment Policy (Resolution 14-43) directs a review of portfolio
compliance with the Investment Policy in conjunction with, and in the context of, the quarterly
expenditure and budgetary report.

Internal Accounting Report: Using the format of the Transportation Authority’s annual financial statements
for governmental funds, the Internal Accounting Report includes two tables, a Balance Sheet (Table 1)
and a Statement of Revenues, Expenditures, and Changes in Fund Balances, with Budget Comparison
(Table 2). In Table 2, the last two columns show, respectively, the budget values, and the variance of
revenues and expenditures as compared to the approved budget. The Treasure Island Mobility
Management Agency (TIMMA) program is separated as a new fund and program in the Fiscal Year
(FY) 2014/15 budget. On April 1, 2014, through Resolution No. 110-14, the San Francisco Board of
Supervisors designated the Transportation Authority as the TIMMA for San Francisco to oversee the
implementation of the Treasure Island Transportation Implementation Plan in accordance with the
Treasure Island Transportation Management Act (AB 981), which includes congestion pricing and travel
demand management on Treasure Island. For the three months ending September 30, 2014, the
numbers in the approved budget column are one-fourth of the total approved annual budget for FY
2014/15. Although the sales tax (Prop K) and vehicle registration fees (Prop AA) accruals are included
for the three-month total, the Internal Accounting Report does not include the Governmental
Accounting Standards Board Statement Number 34 adjustments, or the other accruals, that are done at
year-end. The Balance Sheet values as of September 30, 2014 are used as the basis for the Investment
Policy compliance review.
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Investment Report: The investment policies and practices of the Transportation Authority are subject to
and limited by applicable provisions of state law, and to prudent money management principles. All
investable funds are invested in accordance with the Transportation Authority’s Investment Policy and
applicable provisions of Chapter 4 of Part 1 of Division 2 of Title 5 of the California Government
Code (Section 53600 et seq.). Any investment of bond proceeds will be further restricted by the
provisions of relevant bond documents.

In managing its investment program, the Transportation Authority observes the “Prudent Investor”
standard as stated in Government Code Section 53600.3, applied in the context of managing an overall
portfolio. Investments are to be made with care, skill, prudence and diligence, taking into account the
prevailing circumstances, including, but not limited to general economic conditions, the anticipated
needs of the Transportation Authority and other relevant factors that a prudent person acting in a
fiduciary capacity and familiar with those matters would use in the stewardship of funds of a like
character and purpose.

The primary objectives, in priority order, for the Transportation Authority’s investment activities are:

1) Safety. Safety of the principal is the foremost objective of the investment program. Investments of
the Transportation Authority will be undertaken in a manner that seeks to ensure preservation of
the principal of the funds under its control.

2) Liquidity. The Transportation Authority’s investment portfolio will remain sufficiently liquid to enable
the Transportation Authority to meet its reasonably anticipated cash flow requirements.

3) Return on Investment. The Transportation Authority’s investment portfolio will be managed with the
objective of attaining a market rate of return throughout budgetary and economic cycles
commensurate with the Transportation Authority’s investment risk parameters and the cash flow
characteristics of the portfolio.

Permitted investment instruments are specifically listed in the Transportation Authority’s Investment
Policy, and include the San Francisco City and County Treasury Pool, certificates of deposit, and money
market funds.

The purpose of this memorandum is to provide the Finance Committee with the Internal Accounting
Report and the Investment Reportt for the FY 2014/15 period ending September 30, 2014.

DISCUSSION

The Balance Sheet, Table 1, presents assets, liabilities, and fund balances as of September 30, 2014.
Cash, deposits and investments total to $82 million as of September 30, 2014. Other assets total $56.6
million and includes $16.8 million of program receivable mainly related to grant reimbursements for the
1-80/Yerba Buena Island Interchange Improvement Project, $10.6 million in an intergovernmental loan
receivable from the Treasure Island Development Authority for the repayment of preliminary
engineering and design costs for the Yerba Buena Island Interchange Improvement Project, and $23.5
million in sales tax receivable. Liabilities total $159 million as of September 30, 2013 and include $20.5
million in accounts payable and an outstanding commercial paper repayment obligation of $135 million.

There is a negative of $20.9 million in total fund balances, which is largely the result of how multi-year
programming commitments are accounted for. Sales tax revenues, grant reimbursements and debt
proceeds collected for the remaining months in FY 2014/15 will fully fund this difference. This amount
is obtained as follows: $342,687 is restricted for debt service, $13 million is restricted for capital
projects, and $34.4 million is an unassigned negative fund balance. The unassigned negative fund
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balance reflects grant-funded capital projects that are scheduled to be implemented over the course of
several fiscal years. The commitments are multi-year commitments and are funded with non-current (i.e.
future) revenues. Commitments of future revenues are tracked through the grant administration
process, and there is no issue with the availability of future revenues to honor them. A negative fund
balance is a result of how these commitments are accounted for, and it does not affect the viability of
the projects or grants. In addition, the Transportation Authority does not hold or retain title for the
projects it has constructed or for the vehicles and system improvements purchased with sales tax funds,
which can result in a negative position. This reporting of all legal funding commitments without the
corresponding revenue or assets creates or largely contributes to the $34.4 million unassigned negative

fund balance.

TABLE 1

SAN FRANCISCO COUNTY TRANSPORTATION AUTHORITY

Internal Accounting Report

Balance Sheet (Unaudited)
Governmental Funds
September 30, 2014

Vehicle Treasure Island
Congestion Transportation Registration Fee Mobility
Sales Management Fund for Transportation Management
Tax Agency For Clean Air Improvements Agency
Program Programs Program Program Program Total
Assets:
Cash in bank $ 5032398 $ - 8 829,347 % 11,010,086 $ - $ 16,871,831
Deposits and investments with City Treasurer 64,740,761 - - - - 64,740,761
Restricted investments with fiscal agent 342,687 - - - - 342,687
Sales taxreceivable 23,482,642 - - - - 23,482,642
Vehicle registration fee receivable - - - 1,264,967 - 1,264,967
Interest receivable from
City and County of San Francisco 89,523 - - - - 89,523
Programreceivables 1,408,129 14,886,397 371,237 - 97,539 16,763,302
Receivable fromthe
City and County of San Francisco - 520,486 - - 250,528 771,014
Other receivables 7,141 - - - - 7,141
Intergovernmental loan receivable 10,626,477 - - - - 10,626,477
Due from other funds 3,439,421 - - - - 3,439,421
Prepaid costs and deposits 151,308 - - - - 151,308
Total assets $109,320487 $ 15406883 $ 1,200584 $ 12,275,053  $ 348,067  $138,551,074
Liabilities, Deferred Inflows of Resources and Fund Balances (Deficit):
Liabilities:
Accounts payable $ 7715586 $ 12591211 $ 66,944 $ -8 89,903 $ 20,463,644
Accrued salaries and taxes 32,085 - - - - 32,085
Interest payable 20,683 - - - - 20,683
Due to other funds - 2,815,672 382,926 5,317 235,506 3,439,421
Commercial paper notes payable 135,000,000 - - - - 135,000,000
Total liabilities 142,768,354 15,406,883 449,870 5,317 325,409 158,955,833
Deferred Inflows of Resources:
Unavailable program revenues 463,368 - - - - 463,368
Fund Balances (Deficit):
Nonspendable 151,308 - - - - 151,308
Restricted for: -
Debt service 342,687 - - - - 342,687
Capital projects - - 750,714 12,269,736 22,658 13,043,108
Unassigned (34,405,230) - - - - (34,405,230)
Total fund balances (deficit) (33,911,235) - 750,714 12,269,736 22,658 (20,868,127)
Total liabilities, deferred inflows of
resources and fund balances (deficit) $109,320487 $ 15406883 $ 1200584 $ 12,275,053  $ 348,067
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The Statement of Revenues, Expenditures, and Changes in Fund Balances with Budget Comparison
compares budget to actual levels for revenues and expenditures for the first three months of the fiscal
year. The Transportation Authority earned $38 million of revenues in the first quarter. Sales tax
revenues and vehicle registration fees total $26.4 million and $1.3 million, respectively for the three
months ending September 30, 2014 and program revenues total $10.1 million.

As of September 30, 2014, the Transportation Authority incurred $14.5 million of expenditures.
Expenditures included $12.6 million in capital projects costs, $21,385 in interest and fiscal charges, and
$1.9 million for personnel and non-personnel expenditures.

TABLE 2

SAN FRANCISCO COUNTY TRANSPORTATION AUTHORITY
Internal Accounting Report
Statement of Revenues, Bxpenditures, and Changes in Fund Balances with Budget Comparison (Unaudited)
Governmental Funds
For the Three Months Ending September 30, 2014

Vehicle Treasure Island
Congestion Transportation Registration Fee Mobility Variance With
Sales Management Fund for Transportation Management Final Budget
Tax Agency For Clean Air Improvements Agency Positive
Program Programs Program Program Program Total Budget (Negative)
Rewenues:
Sales tax $ 26406916 $ $ - 8 -8 - 26,406,916 22956548 $ 3,450,368
Vehicle registration fee - - 1,264,967 - 1,264,967 1,181,930 83,037
Investment income 140,325 - 541 1,048 - 141,914 98,002 43912
Program revenues - 10,004,293 - - 144,195 10,148,488 13,033,857 (2,885,369)
Other 6,364 - - - 6,364 1,418,805 (1,412,441)
Total revenues 26,553,605 10,004,293 541 1,266,015 144,195 37,968,649 38,689,142 (720,493)
Expenditures:
Current - transportation and capital projects:
Personnel expenditures 894,909 345,763 6,309 21,828 52,398 1,321,207 1,493,943 (172,736)
Non-personnel expenditures 540,870 15,932 - - 150 556,952 795,058 (238,106)
Capital project costs 2,594,429 9,936,207 - 68,989 12,599,625 53,623,240 (41,023,615)
Debt service
Interest and fiscal charges 21,385 - - 21,385 446,650 (425,265)
Total expenditures 4,051,593 10,297,902 6,309 21,828 121,537 14,499,169 56,358,891 (41,859,722)
Excess (deficiency) of revenues
over (under) expenditures 22,502,012 (293,609) (5,768) 1,244,187 22,658 23,469,480 (17,669,749) 41,139,229
Other financing sources (uses):
Transfers in - 293,609 - - - 293,609 535,008 (241,399)
Transfers out (239,690) - - - - (239,690) (535,008) 295,318
Total other financing sources (uses) (239,690) 293,609 - - - 53,919 - 53,919
Net change in fund balances 22,262,322 - (5,768) 1,244,187 22,658 23,523,399 (17,669,749) 41,193,148
Fund balances (deficit), beginning of year (56,173,557) - 756,482 11,025,549 - (44,391,526)
Fund balances (deficit), end of September 30 (33,911,235) - 750,714 12,269,736 22,658 (20,868,127)

For the three months ending September 30, 2014, revenues were on target and lower than budgetary
estimates by $720,493 for all of the Transportation Authority’s programs. Total expenditures were less
than the budgetary estimates by $41.9 million. This amount includes a favorable variance of $410,842
for personnel and non-personnel expenditures, $425,265 of interest and fiscal charges, and $41 million
in capital project costs. The variance in capital project costs is due to costs from project sponsors that
have not yet been received by the Transportation Authority for the first quarter. Consistent with prior
year patterns, Transportation Authority staff anticipates a higher level of Prop K reimbursement
requests during the next quarters.

As of September 30, 2014, approximately 79% of the Transportation Authority’s investable assets were
invested in the City and County of San Francisco Treasury Pool. Other investment assets include a
money market investment pool held by US Bank per the terms of the Transportation Authority’s
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Commercial Paper indenture. These investments are in compliance with both the California
Government Code and the Transportation Authority’s Board-adopted Investment Policy, and provide
sufficient liquidity to meet expenditures requirements for the next six months. Attachment 1 is the most
recent investment report furnished by the Office of the Treasurer.

CAC POSITION

Not applicable. This is an information item.

FINANCIAL IMPACTS

Not applicable. This is an information item.

RECOMMENDATION

Not applicable. This is an information item.

Attachment:
1. Investment Report for September 30, 2014
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Office of the Treasurer & Tax Collector
City and County of San Francisco .
José Cisneros, Treasurer
Pauline Marx, Chief Assistant Treasurer
Michelle Durgy, Chief Investment Officer

Investment Report for the month of September 2014 October 15, 2014
The Honorable Edwin M. Lee The Honorable Board of Supervisors
Mayor of San Francisco City and County of San Franicsco
City Hall, Room 200 City Hall, Room 244
1 Dr. Carlton B. Goodlett Place 1 Dr. Carlton B. Goodlett Place
San Francisco, CA 94102-4638 San Francisco, CA 94102-4638

Ladies and Gentlemen,

In accordance with the provisions of California State Government Code, Section 53646, we forward this report detailing
the City's pooled fund portfolio as of September 30, 2014. These investments provide sufficient liquidity to meet expenditure
requirements for the next six months and are in compliance with our statement of investment policy and California Code.

This correspondence and its attachments show the investment activity for the month of September 2014 for the portfolios
under the Treasurer's management. All pricing and valuation data is obtained from Interactive Data Corporation.

CCSF Pooled Fund Investment Earnings Statistics *

Current Month Prior Month
(in $ million) Fiscal YTD September 2014 Fiscal YTD August 2014
Average Daily Balance $ 5,648 $ 5,547 $ 5,698 $ 5,570
Net Earnings 11.29 3.78 7.51 3.75
Earned Income Yield 0.79% 0.83% 0.78% 0.79%
CCSF Pooled Fund Statistics *
(in $ million) % of Book Market Wtd. Avg. Wtd. Avg.
Investment Type Portfolio Value Value Coupon YTM WAM
U.S. Treasuries 11.17% $ 635.0 $ 637.4 1.13% 1.07% 717
Federal Agencies 67.39% 3,845.9 3,845.0 0.92% 0.81% 772
State & Local Government
Agency Obligations 1.44% 83.7 82.1 2.27% 0.88% 505
Public Time Deposits 0.01% 0.5 0.5 0.46% 0.46% 161
Negotiable CDs 5.53% 3155 315.6 0.42% 0.42% 598
Medium Term Notes 13.67% 785.7 779.9 1.35% 0.43% 248
Money Market Funds 0.79% 45.1 45.1 0.03% 0.03% 1
Totals 100.0% $ 57113 $ 5,705.6 0.99% 0.76% 674

In the remainder of this report, we provide additional information and analytics at the security-level and portfolio-level, as
recommended by the California Debt and Investment Advisory Commission.

Very truly yours,

José Cisneros
Treasurer

cc: Treasury Oversight Committee: Aimee Brown, Ronald Gerhard, Joe Grazioli, Charles Perl
Ben Rosenfield, Controller, Office of the Controller
Tonia Lediju, Internal Audit, Office of the Controller
Cynthia Fong, Deputy Director for Finance & Administration, San Francisco County Transportation Authority
Carol Lu, Budget Analyst
San Francisco Public Library

*  Please see last page of this report for non-pooled funds holdings and statistics.

City Hall - Room 140 e | Dr Carlton B. Goodlett Place e  San Francisco, CA 94102-4638
Telephones: 415-554-4487 & 415-554-5210 o  Facsimile: 415-554-4672
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Portfolio Analysis
Pooled Fund
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Yield Curves

Yields (%) on Benchmark Indices
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Memorandum

Date: 11.10.14 RE: Finance Committee
November 18, 2014
To: Finance Committee: Commissioners Cohen (Chair), Wiener (Vice Chair), Chiu, Farrell,
Tang and Avalos (Ex Officio)
il
From: Cynthia Fong — Deputy Director for Finance and Administration (H’

Through:  Tilly Chang — Executive Director W{”/

Subject:  ACGTION — Recommend Acceptance of the Audit Report for the Fiscal Year Ended June 30,
2014

Summary

The Transportation Authority’s financial records are required to be audited annually by an independent, certified public
accountant. The annual audit (Audit Report) for the year ended June 30, 2014 was conducted in accordance with generally
accepted auditing standards by the independent, certified public accounting firm of Macias, Gini & O’Connell, LLP
(Macias Gini). Macias Gini is also the auditor for the City and County of San Francisco. The Transportation Authority
received all unmodified (also known as a clean opinion/unqualified opinion) audit opinions from Macias Gini, with no
findings or recommendations for improvements. For the fiscal audit, Macias Gini has issued an opinion, stating that the
financial statements present fairly, in all material respects, the financial position of the Transportation Authority. Since
more than $500,000 in federal grants was expended during the year, a single audit (compliance audit) was performed on the
Yerba Buena Island Ramps and Bridge Structures Project, eFleet: Carsharing Electrified Project, Integrated Public Private
Partnership Travel Demand Management Program, San Francisco Value Pricing and Regulation Study, Treasure Island
Mobility Management Program, and Congestion Management Agency Planning and Programming funded by the Surface
Transportation Program. For the single audit, Macias Gini has issued an opinion, stating the Transportation Authority
complied in all material respects with the compliance requirements that could have a direct and material effect on the
federal funds audited. The full audit report and a separate report containing other required communications to the Finance
Committee are attached. We are seeking a recommendation to accept the Audit Report for the fiscal year ended
June 30, 2014.

BACKGROUND

Under its fiscal policy, the Transportation Authority’s financial records are to be audited annually by an
independent, certified public accounting firm. The audits for the fiscal year ended June 30, 2014 (Audit
Report) were conducted in accordance with generally accepted auditing standards, the standards
applicable to financial audits contained in the Government Auditing Standards, issued by the
Comptroller General of the United States, and Office of Management and Budget Circular A-133,
Audits of States, Local Governments and Non-Profit Organizations. The Audit Report contains formal
opinions, or disclaimers thereof, issued by an independent, certified public accounting firm as a result of
an external audit performed on an agency. An unmodified opinion (also known as a clean
opinion/unqualified opinion) is the best type of report an agency may receive from an external audit
and represents that the agency complied with direct and material regulatory requirements or that the
agency’s financial condition, position, and operations in all material respects were fairly presented.

As more than $500,000 in federal expenditures was expended during the fiscal year, the Transportation
Authority also was subject to the federal single audit compliance requirements. Both the fiscal audit and
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the single audit were performed by the independent, certified public accounting firm of Macias, Gini,
and O’Connell, LLP (Macias Gini). Macias Gini is also the independent auditor for the City and County
of San Francisco.

DISCUSSION

The Audit Report includes the overall basic financial statements, a management discussion and analysis
of the Transportation Authority’s financial performance during that fiscal year, notes and required
supplemental information, and the results from the single audit of federal awards. Financial
performance of the Transportation Authority is described in the management’s discussion and analysis
section. This section includes specific financial analysis, budgetary comparison schedules presented for
major funds, and accompanying notes included as supplementary information for the statements.

We are pleased to note that Macias Gini issued all unmodified (clean/unqualified) opinions and the
Transportation Authority received no findings or recommendations for improvements. For the annual
audit, Macias Gini has issued an opinion, stating that the financial statements present fairly, in all
material respects, the financial position of the Transportation Authority. Since more than $500,000 in
federal grants was expended during the year, a single audit (compliance audit) was performed on the
Yerba Buena Island Ramps and Bridge Structures Project, eFleet: Carsharing Electrified Project,
Integrated Public Private Partnership Travel Demand Management Program, San Francisco Value
Pricing and Regulation Study, Treasure Island Mobility Management Program, and Congestion
Management Agency Planning and Programming funded by the Surface Transportation Program. For
the single audit, Macias Gini has issued an opinion, stating that the Transportation Authority complied
in all material respects with the compliance requirements that could have a direct and material effect on
the federal funds audited. The full audit report and a separate report regarding other required
communications to the Finance Committee are attached.

We are seeking a recommendation to accept the Audit Report for the fiscal year ended June 30,
2014.

ALTERNATIVES

1. Recommend acceptance of the Audit Report for the fiscal year ended June 30, 2014.

2. Recommend acceptance of the Audit Report for the fiscal year ended June 30, 2014, with

modifications.
3. Defer action, pending additional information or further staff analysis.
CAC POSITION

None. This item will be presented at the December 3, 2014 meeting of the Citizens Advisory
Committee (CAC).

FINANCIAL IMPACTS

There are no financial impacts on the Transportation Authority’s budget from the proposed action.

RECOMMENDATION

Recommend acceptance of the Audit Report for the fiscal year ended June 30, 2014.

M:\Finance\FC 2014\Memos\11 Nov\2014 Annual Audit Report.docx Page 20of3



Attachments (2):
1. Audit Report for the Year Ended June 30, 2014
2. Report to the Finance Committee for the Year Ended June 30, 2014
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2121 N. California B

Certified Public Accountants. Walnut

Sacramento

Oakland

LA/Century City

Independent Auditor’s Report

Board of Commissioners
San Francisco County Transportation Authority
San Francisco, California

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, each major fund
and the aggregate remaining fund information of the San Francisco County Transportation Authority
(Transportation Authority), a component unit of the City and County of San Francisco, California, as of
and for the year ended June 30, 2014, and the related notes to the financial statements, which collectively
comprise the Transportation Authority’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation
and fair presentation of the financial statements in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, each major fund and the aggregate remaining
fund information of the San Francisco County Transportation Authority as of June 30, 2014, and the

respective changes in financial position thereof for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

W'N\'\'.IT\QDCPJ.CGIT\

Newport Beach

San Diego

Seattle



Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis, the schedules of funding progress and employer contributions and the budgetary
comparison schedules as listed in the table of contents be presented to supplement the basic financial
statements. Such information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board who considers it to be an essential part of financial reporting
for placing the basic financial statements in an appropriate operational, economic, or historical context.
We have applied certain limited procedures to the required supplementary information in accordance with
auditing standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion
or provide any assurance on the information because the limited procedures do not provide us with
sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Transportation Authority’s basic financial statements. The schedule of expenditures of
federal awards is presented for purposes of additional analysis as required by OMB Circular A-133 and is
not a required part of the basic financial statements.

The schedule of expenditures of federal awards is the responsibility of management and was derived from
and relates directly to the underlying accounting and other records used to prepare the basic financial
statements. The schedule of expenditures of federal awards has been subjected to the auditing procedures
applied in the audit of the basic financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records used
to prepare the basic financial statements or to the basic financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the schedule of expenditures of federal awards is fairly stated, in all material
respects, in relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
November 7 , 2014 on our consideration of the Transportation Authority’s internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts and
grant agreements and other matters. The purpose of that report is to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that testing, and not to provide
an opinion on the internal control over financial reporting or on compliance. That report is an integral
part of an audit performed in accordance with Government Auditing Standards in considering the
Transportation Authority’s internal control over financial reporting and compliance.

Mecias Gii 5/ OCanel (5P

Walnut Creek, California
November 7, 2014
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SAN FRANCISCO COUNTY TRANSPORTATION AUTHORITY
Management’s Discussion and Analysis (Unaudited)
For the Year Ended June 30, 2014

The annual financial report of the San Francisco County Transportation Authority (Transportation
Authority) presents a discussion and analysis of the Transportation Authority’s financial performance
during the year ended June 30, 2014. The Transportation Authority’s financial performance is discussed
and analyzed within the context of the accompanying financial statements and disclosures following this
section.

FINANCIAL HIGHLIGHTS

e The liabilities of the Transportation Authority’s governmental activities exceeded its assets at the
close of Fiscal Year (FY) 2013/14 by $35.9 million. Of the net position, $2.8 million was for net
investment in capital assets, $342 thousand was restricted for debt service, $12.2 million was
restricted for capital projects, and a negative balance of $51.2 million was unrestricted deficit. A
major factor to consider in reviewing the statement of net position is that the Transportation
Authority does not hold or retain title for the projects it constructs or for the vehicles and system
improvements that it purchases with sales tax program funds, congestion management agency
programs funds, transportation funds for clean air program funds, and vehicle registration fee for
transportation improvements program funds. The reporting of the commercial paper debt
program, without a corresponding asset, results in the net deficit. Furthermore, debt financing has
been used to enable the acceleration of projects for the benefit of San Francisco residents and
taxpayers. Cash, deposits and investments increased by $3.9 million as compared to the prior
year. Other non-cash assets (assets other than cash, deposits, and investments) increased by $9.6
million as compared to the prior year.

e The Transportation Authority’s total net position increased $25.2 million during the year ended
June 30, 2014, as compared to a decrease of $17.3 million in the prior year. Sales tax revenues
increased by $8.2 million from the prior year. Investment income increased by $617 thousand,
due to unrealized gains in the Transportation Authority’s investment in the City and County of
San Francisco Treasury Pool and other revenues increased $4.9 million. This year to year
variance is largely due to the construction activities for the Interstate 80/Yerba Buena Island
Ramps Improvement Project (YBI Ramps) project. Transportation and capital projects expenses
decreased by $29 million during the year ended June 30, 2014 due to project delays including the
Transit Effectiveness Project, Transbay Transit Center Project, and Radio System Replacement
Project.

e The Transportation Authority had negative governmental fund balances of $44.4 million. Of this
amount, $249 thousand is nonspendable, $343 thousand is restricted for debt service, $0.8 million
is restricted for the capital projects in Transportation Fund for Clean Air Program Fund and $11
million for capital projects in the Vehicle Registration Fee for Transportation Improvements
Program Fund, and $56.8 million is an unassigned negative fund balance. The Transportation
Authority’s governmental funds balances increased by $23.5 million in comparison with the prior
year. The negative fund balance in the governmental funds balance sheet occurred in part
because the Transportation Authority’s capital projects are implemented over the course of
several fiscal periods and are funded with short-term financing. The negative governmental fund
balance reflects no more than the Transportation Authority’s intent to fund a portion of the long-
term capital project expenditures in future years.

e The Transportation Authority went from a cash (“pay-as-you-go™) financing basis to a borrowing
entity in March 2004. The Board of Commissioners authorized the issuance by the Transportation
Authority of up to $200 million of commercial paper notes. The Transportation Authority issued
$50 million of commercial paper on April 14, 2004, with a second tranche of $100 million issued



SAN FRANCISCO COUNTY TRANSPORTATION AUTHORITY
Management’s Discussion and Analysis (Unaudited)
For the Year Ended June 30, 2014

on September 2, 2004. During FY 2013/14 the Transportation Authority worked with sponsors to
forecast the financing needed for capital projects in FY 2014/15. As a result of this analysis,
$15 million of commercial paper notes was redeemed during FY 2013/14, and at June 30, 2014,
$135 million in commercial paper notes was outstanding.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the Transportation Authority’s
basic financial statements. The Transportation Authority’s basic financial statements comprise three
components: (1) Government-wide financial statements, (2) Fund financial statements, and (3) Notes to
the basic financial statements. Required supplementary information is included in addition to the basic
financial statements. Table 1 shows the relationship of the government-wide financial statements to the
governmental fund financial statements.

Table 1
Qualities of Government-wide Financial Statements as
Compared to Financial Statements Prepared Under Traditional Governmental Fund Accounting

Government-wide Governmental Fund Accounting Fiduciary Fund
Quality Financial Statements Financial Statements Financial Statements
Entire Transportation Activities of the Transportation Instances in which the
Scope Authority Authority that are not proprietary Transportation Authority
or fiduciary administers resources on behalf]
of others
Required Statements |e Statement of Net Position |e Balance Sheet e Statement of Fiduciary
e Statement of Activities e Statement of Revenues, Assets and Liabilities
(both government-wide) Expenditures, and Changes

in Fund Balances
(for each individual fund)

Basis of Accounting and |e Full accrual accounting e Modified accrual accounting |e Full accrual accounting
Measurement Focus |e Economic resources focus |e Current financial resources
focus

Government-wide Financial Statements

The government-wide financial statements are designed to provide readers with a broad overview of the
Transportation Authority’s finances, in a manner similar to a private-sector business.

The statement of net position presents information on all Transportation Authority assets and liabilities,
with the difference between the two reported as net position. The statement of net position is designed to
provide information about the financial position of the Transportation Authority as a whole, including all
of its capital assets and long-term liabilities, on a full accrual basis of accounting similar to the accounting
model used by private sector firms.

The statement of activities presents information showing how the Transportation Authority’s net position
changed during the most recent fiscal year. All changes in net position are reported as soon as the
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SAN FRANCISCO COUNTY TRANSPORTATION AUTHORITY
Management’s Discussion and Analysis (Unaudited)
For the Year Ended June 30, 2014

underlying event giving rise to the change occurs, regardless of the timing of related cash flows. Thus,
revenues and expenses are reported in this statement for some items that will only result in cash flows in
future fiscal periods, such as revenues pertaining to accrued, but uncollected taxes, and to expenses
pertaining to earned but unused compensated absences.

Both of these government-wide financial statements distinguish functions of the Transportation Authority
that are principally supported by receipt of sales taxes, vehicle registration fee, and other sources of
government grants. The only governmental activity of the Transportation Authority is transportation and
capital projects. The Transportation Authority does not have any business-type activities.

Fund Financial Statements

The fund financial statements are designed to report information about groupings of related accounts,
which are used to maintain control over resources that have been segregated for specific activities or
objectives. The Transportation Authority, like other state and local governments, uses fund accounting to
ensure and to demonstrate compliance with finance-related legal requirements.

Governmental funds are used to account for essentially the same functions reported as governmental
activities in the government-wide financial statements. All of the Transportation Authority’s basic
services are reported in governmental funds. These statements, however, focus on: (1) how cash and other
financial assets can readily be converted to available resources, and (2) the balances left at year-end,
which are available for spending. Such information is useful in determining what financial resources are
available in the near future to finance the Transportation Authority’s programs.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements. By doing
so, readers may better understand the long-term impact of the government’s near-term financing
decisions. Both the governmental funds balance sheet and the governmental funds statement of revenues,
expenditures, and changes in fund balances include a reconciliation to facilitate this comparison between
governmental funds and governmental activities.

The Transportation Authority maintains four governmental funds organized according to their source of
funding. Information is presented separately in the governmental funds balance sheet and in the
governmental funds statement of revenues, expenditures, and changes in fund balances for the: (A) Sales
Tax Program, (B) Congestion Management Agency Programs, (C) Transportation Fund for Clean Air
Program; and (D) Vehicle Registration Fee for Transportation Improvements Program. Each of these
funds is considered a major fund.

Fiduciary fund is used to account for resources held for the benefit of parties outside the Transportation
Authority. The Transportation Authority is acting solely as a fiduciary administrator for the San Francisco
Municipal Transportation Agency’s (MUNI) Third Street Light Rail Project’s Owner-Controlled
Insurance Program (OCIP) escrow account, and has no responsibility for managing the OCIP claims
management or settlement.

Notes to the Basic Financial Statements

The notes to the basic financial statements provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements.
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Required Supplementary Information

The required supplementary information (RSI) is presented concerning the Transportation Authority’s
budgetary comparison schedule for all the funds. The Transportation Authority adopts an annual
appropriated budget. The budgetary comparison schedules have been provided to demonstrate
compliance with the budget. The schedules of funding progress and employer contributions —
postemployment healthcare benefits — is also presented as RSI.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

The Transportation Authority’s statement of net position shows liabilities exceeded its assets by $35.9
million at June 30, 2014. Cash, deposits and investments increased by $3.9 million overall due to timing
of payments related to FY 2012/13 expenditures while transportation and capital expenses for
FY 2013/14 decreased $29 million over the prior year. The other assets category increased by $9.8
million as compared to the prior year mainly due to an increase in program receivables balance due to
grant reimbursements related to construction activities for the YBI Ramps project and increase in sales
tax receivable due fo increase in overall FY 2013/14 sales tax revenues. Other assets include $17.7
million in sales tax receivables, $18.6 million in ouftstanding program and other receivables (including
amounts due from the City and County of San Francisco) and $10.6 million in intergovernmental loan
made to the Treasure Island Development Authority (TIDA) for the Yerba Buena Island Interchange
Improvement Project. For the year ended June 30, 2014, the loan increased by $271 thousand and as of
June 30, 2014 TIDA has $10.6 million of the loan outstanding, which includes accrued interest.

Table 2
Statement of Net Position (in thousands)

June 30, June 30,
2014 2013 $ Change % Change
Assets:
Cash, deposits, and investments $ 70983 § 67080 $ 3,903 5.8%
Other assets 48,134 38,364 9,770 25.5%
Capital assets 2,805 3,008 (203) -6.7%
Total assets 121,922 108,452 13,470 12.4%
Liabilities:
Current and other liabilities 157,856 169,602 (11,746) -6.9%
Net Position:
Net investment in capital assets 2,805 3,008 (203) -6.7%
Restricted for debt service 342 300 42 14.0%
Restricted for capital projects 12,153 10,624 1,529 14.4%
Unrestricted deficit (51,234) (75,082) 23,848 31.8%
Total net position $ (35934) § (61,150) $§ 25216 41.2%

The Transportation Authority’s accounts payable liability balance was $3.5 million more than prior year
due mainly to the increased construction activities for the YBI Ramps project. The Transportation
Authority’s restricted for capital projects of $12.2 million represents resources subject to funding source
constraints. The negative unrestricted net position amount of $51.2 million represents a deficit due to
commercial paper financing, which will be eliminated with future revenues. The Transportation
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Authority’s outstanding commitments are described in Note 14 of the basic financial statements. A
portion of the Transportation Authority’s net position of $342 thousand reflects the debt service reserves
required to support the Transportation Authority commercial paper debt program. The $2.8 million in
investment in capital assets (net of accumulated depreciation) is comprised mostly of Board-approved
investments in the Transportation Authority’s workspace such as leasehold improvements and furniture
and equipment. The Transportation Authority currently uses these capital assets to provide services:
consequently, these assets are not available for future spending. The Transportation Authority issues debt
to finance sales tax sponsors’ projects and programs, and these transportation facilities are owned and
maintained by the sponsors. As a result, the facilities are recorded as an asset of the receiving agency.
However, the related debt issued to finance these projects remains as a liability of the Transportation
Authority.

Table 3
Statement of Activities (in thousands)
For the Year Ended
June 30, June 30,
2014 2013 $ Change % Change
Revenues:

General:
Sales tax $ 03930 $§ 85753 $ 8177 9.5%
Vehicle registration fee 4,882 4,724 158 3.3%
Investment income 638 21 617 2938.1%
Other 304 678 (374) -55.2%
Program operating grants and contributions 17,588 12,703 4,885 38.5%
Total revenues 117,342 103.879 13.463 13.0%

Expenses:

Transportation and capital projects 90.772 119.741 (28.969) -24.2%
Interest 1.354 1.483 (129) -8.7%
Total expenses 92.126 121.224 (29.098) -24.0%
Change in net position 25.216 (17.345) 42.561 245.4%
Net position, beginning (61,150) (43.805) (17.345) -39.6%
Net position, ending $ (35934 $ (61.150) $ 25216 41.2%

The Transportation Authority’s net position increased $25.2 million for the year ended June 30, 2014.
During the period, sales tax revenues increased by $8.2 million or 9.5% as compared to the prior year.
There is $4.9 million of vehicle registration fee revenues, approved by San Francisco voters through
Proposition AA (Prop AA) in November 2010. Investment income increased by $617 thousand due to
unrealized gains in the Transportation Authority’s investment in the City and County of San Francisco
Treasury Pool. Program revenues increased by $4.9 million due to increased construction activities for
the YBI Ramps project.

For the year ended June 30, 2014, transportation and capital projects expenses were $29 million less than
prior year, mainly due to project delays including the Transit Effectiveness Project, Transbay Transit
Center Project, and Radio System Replacement Project.
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FINANCIAL ANALYSIS OF THE TRANSPORTATION AUTHORITY’S FUNDS

As noted earlier, the Transportation Authority uses fund accounting to ensure and demonstrate
compliance with finance-related legal requirements.

Governmental Funds
The focus of the Transportation Authority’s governmental funds is to provide information on near-term

inflows, outflows, and balances of spendable resources. Such information is useful in assessing the
Transportation Authority’s financing requirements.

Table 4
Balance Sheet (in thousands)
June 30, 2014
Vehicle
Registration
Congestion Fee For
Sales Management  Transportation Transportation
Tax Agency For Clean Improvements June 30,
Program Programs Air Program Program Total 2013 $ Change
Assets:
Cash, deposits, and investments 5 57,751  § - $ 1447  § 11,785 70,983 § 67.080 $ 3,903
Other assets 36,371 15,381 371 843 52,966 40,540 12,426
Total assets 3 94,122 § 15,381 § 1818 § 12,628 § 123,949 § 107,620 $ 16,329
Liabilities, deferred inflows of
resources and fund balances (deficits):
Liabilities:
Current and other liabilities 3 148424 § 9147 § 690 § 1603 § 159.864 § 169,149 § (9.285)
Deferred inflows of resources:
Unavailable program revenue 1,871 6,234 371 - 8476 6,359 2,117
Fund balances (deficits):
Nonspendable 249 - - - 249 82 167
Restricted for:
Debt service 343 - - - 343 300 43
Capital projects - - 757 11,025 11,782 10,623 1,159
Unassigned (36,763) - - - (56.765) (78.803) 22,128
Total fund balances (deficits) (36,173) - 757 11,025 (44.391) (67.888) 23,497
Total liabilities, deferred inflows of resources
and fund balances (deficits) b 04122 § 15 381_ b1 1i818 b 12i628 $ 123i949 b1 10?i620 b1 16. 3&

At June 30, 2014, the Transportation Authority’s governmental funds reported combined ending negative
fund balances of $44.4 million, a decrease of $23.5 million as compared to the prior year. The total fund
balances are composed of a balance of $249 thousand nonspendable for prepaid costs and deposits, $343
thousand restricted for debt service, a balance of $11.8 million restricted for the capital projects, and a
negative unassigned fund balance of $56.8 million.
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Table 5

Statement of Revenues, Expenditures, and Changes in Fund Balances (in thousands)
For the Year Ended June 30, 2014

Vehicle
Registration
Congestion Fee For Year
Sales Management Transportation Transporation Ended
Tax Apgency For Clean Improvements June 30,
Program Programs Air Program Program Total 2013 $ Change

Revenues:

Sales tax $ 93931 § - $ - $ - $ 93931 % 85.754 $ 8.177

Vehicle registration fee - - - 4882 4882 4725 157

Investment income 632 - 2 4 638 20 618

Program revenues 3.800 11,291 379 - 15,470 36.535 (21.065)

Lease Incentive - - - - - 1.763 (1,763)

Other 81 88 - - 169 542 (373)

Total revenues 98.444 11,379 381 4.886 115,090 129339 (14.249)

Expenditures:

Transportation and capital projects 65,903 20,228 416 3,692 90,239 119.180 (28.941)

Interest 1,354 - - - 1,354 1.483 (129)

Total expenditures 67.257 20,228 416 3,692 91,593 120.663 (29.070)

Excess (deficiency) of revenues

(under) expenditures 31,187 (8.849) (335 1,194 23,497 8.676 14,821
Other financing sources (uses):

Transfers in - 8,849 - - 8,849 2741 6,108

Transfers out (8.849) - - - (8.849) (2.741) (6.108)
Net change in fund balances 22338 - (335 1,194 23,497 8.676 14,821
Fund balances (deficit), beginning (78.511) - 792 9,831 (67.888) (76.564) 8.676
Fund balances (deficit). end of year  _§___(56.173) _$§ - $ 57 S 11025 $ (44301 § (67888) _§ _ 23497

Total revenues for the Transportation Authority’s activities totaled $115.1 million in FY 2013/14, a
decrease of $14.2 million from FY 2012/13. As compared to the prior year, sales tax revenues increased
by $8.2 million, investment income increased by $618 thousand, and program revenues decreased by
$21.1 million. Expenditures for the Transportation Authority’s activities totaled $91.6 million and
decreased by $29.1 million from FY 2012/13. At June 30, 2014, revenues for governmental funds
exceeded expenditures by $23.5 million. Other aspects of the individual program activities are discussed
in the government-wide analysis above.

BUDGETARY ANALYSIS AND HIGHLIGHTS AND ECONOMIC FACTORS

The Transportation Authority’s final budgetary fund balances decreased from the original budget by
$176.5 million. The majority of the variance is due to the timing of capital projects expenditure requests
from sponsors and the resulting changing needs for the timing of the issuance and payments of
commercial paper debt. In the final budget process, the Transportation Authority, working with sponsors,
determined that additional debt financing was not necessary in FY 2013/14 and that $15 million of
commercial paper could be redeemed during the fiscal year. In addition, budgetary resources and
appropriations related to several capital projects were revised resulting in an overall decrease in budgetary
capital expenditures due to revised project estimated costs and project delays.

During the year, actual resources were more than the final budgetary estimates by $6.9 million for all
Transportation Authority’s programs, not including the carryover budgetary fund balance. The majority of
the variance is due to the increased Sales Tax revenues reflecting an improved economy and Congestion
Management Agency Program revenues from federal funds for the Yerba Buena Island project.
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Actual charges to appropriations were less than budgetary estimates by $37.8 million. This amount
includes a positive favorable variance of $41.1 million in capital project costs and an unfavorable
variance of $4.6 million in transfers to other funds. This lower capital spending is principally from
sponsors funded by the sales tax program and vehicle registration fee for transportation improvements
program whose major capital project costs were less than anticipated for FY 2013/14, which resulted in
idle cash available to reduce the commercial paper note liability in the amount of $15.0 million. The
variance of $4.6 million in transfers from the sales tax program fund to the congestion management
agency programs fund is principally due the timing of the local match requirements for the Yerba Buena
Island project. Additional information on the Transportation Authority’s budgetary comparison schedules
for all programs can be found on pages 40 through 44 of this report.

CAPITAL ASSETS

The Transportation Authority’s investment in capital assets as of June 30, 2014, amounted to $2.8 million
(net of accumulated depreciation). This investment in capital assets includes leasehold improvements,
furniture, and equipment. Additional information on the Transportation Authority’s capital assets can be
found in Note 5 on page 29 of this report.

COMMERCIAL PAPER NOTES

In March 2004, the Transportation Authority authorized $200 million of commercial paper notes to
finance the costs of acquiring, constructing and implementing certain transportation improvements
included in the Transportation Authority’s Proposition K Expenditure Plan. These notes will be repaid
from sales tax revenues. During the prior year, Fitch Ratings, Inc. assigned a rating of “AA+" over the
Commercial Paper Notes (Limited Tax Bonds), Series 2004 A and Series 2004B. As of June 30, 2014, the
Transportation Authority has $135 million of commercial paper notes outstanding. Additional
information on the Transportation Authority’s commercial paper notes can be found in Note 7 on page 31
of this report.

On July 10, 2012, the Transportation Authority entered into a three-year credit facility with Wells Fargo
Bank, National Association, in an amount equal to $217.8 million. The credit facility will expire on
July 10, 2015 and has a fee of 45 basis points of the annual maximum debt service amount. Additional
information on the Transportation Authority’s credit facility can be found in Note 7 on page 31 of this
report.

REQUESTS FOR INFORMATION

This financial report is designed to provide a general overview of the Transportation Authority’s finances
for all those with an interest in the government’s finances. Questions concerning any of the information
provided in this report or requests for additional financial information should be addressed to the San
Francisco County Transportation 