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FINANCE COMMITTEE

Meeting Notice
Date: 11:30 a.m., Tuesday, February 10, 2015
Location: Room 263, City Hall
Commissioners: Commissioners Avalos (Chair), Mar (Vice Chair), Campos, Cohen, Kim
and Wiener (Ex Officio)
CLERK: Steve Stamos
Page
1. Roll Call
Consent Calendar
2. Approve the Minutes of the January 13, 2015 Meeting — ACTION* 3
3. Internal Accounting and Investment Report for the Six Months Ended December 31,
2014 - INFORMATION* 7

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
six months ending December 31, 2014 is presented for information.

End of Consent Calendar
4. State and Federal Legislative Update — ACTION* 33

Every month, we provide an update on state and federal legislation and, when appropriate, seck
recommendations to adopt new positions on active legislation. The attached matrix tracks the latest activity on
state bills, and the positions previously adopted by the Transportation Authority. We are recommending the
following new positions this month: support on Assembly Bill 194 (Frazier). Staff will briefly address the
recently released study, Beyond Traffic 2045, by U.S. Secretary of Transportation Anthony Foxx. This is an
action item.

5. State Road Usage Charge Pilot Program Update —- INFORMATION* 41

In September 2014 the Governor signed Senate Bill (SB) 1077 (DeSaulnier) into law, directing the California
State Transportation Agency and the California Transportation Commission to: establish a Road Usage Charge
(RUC) Technical Advisory Committee to study RUC alternatives to the gas tax, make recommendations to the
Secretary of Transportation on the design of a pilot program, and implement a pilot by January 1, 2017. A
Road Usage Chatge is a charge assessed per mile a vehicle travels and is meant to either replace or supplement
the more traditional gas tax and to serve as a true user fee where every driver pays for his or her use of the
road. To date the gas tax has been the primary source of transportation funding at both the state and federal
levels. The over reliance on the gas tax has resulted in chronic under funding of transportation due to the

M:\Finance\2015\Agendas\02 Feb 10 FC pg.docx Page 10of2

1



Finance Committee Meeting Agenda

combination of decreasing gas tax revenues in real dollars - since the gas tax hasn't been raised to keep pace
with inflation - and increasing fuel efficiency of modern vehicles. A RUC would also address the
growing inequities in road use fees that arise from growth in hybrid and electric vehicles that do not use fuel
and don’t pay fuel taxes. At the Finance Committee meeting, we will provide an overview of
SB1077; general background on RUCs; key considerations on the design of a pilot program (e.g.,
technology, privacy, equity); and lessons learned from RUC pilots in other states such as Oregon. We
anticipate bringing updates to the Committee periodically to disseminate information and seeck input
from the Committee. We are seeking guidance from the Committee. This is an information item.

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

8. 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 atre 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 (Matrket/Grove/Hyde Streets). Accessible MUNI Metro lines are the F, J, 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 setvices, 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. Catlton 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 various
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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FINANCE COMMITTEE
Tuesday, January 13, 2015

1. Roll Call
Chair Cohen called the meeting to order at 11:35 a.m.
Present at Roll Call: Commissioners Christensen, Cohen, Farrell, Tang and Wiener (5)

Consent Calendar
2. Approve the Minutes of the December 9, 2014 Meeting — ACTION

3. Recommend Exercising the Second One-Year Option of the Consultant Contracts with
Arup North America Limited, Nelson\Nygaard Consulting Associates, and Stantec
Consulting Services Inc. and Increasing the Contract Amounts by $836,000, to a
Combined Total Amount Not to Exceed $1,736,000, for On-Call Transportation Planning
Services, and Authorizing the Executive Director to Modify Contract Payment Terms
and Non-Material Contract Terms and Conditions — ACTION

4. Recommend Approval of the Revised Administrative Code, the Revised Rules of Order,
the Revised Debt, Fiscal, Investment and Procurement Policies, and the Travel,
Conference, Training and Business Expense Reimbursement Policy - ACTION

There was no public comment.
The Consent Calendar was approved without objection by the following vote:
Ayes: Commissioners Christensen, Cohen, Farrell, Tang and Wiener (5)
End of Consent Calendar

5. Recommend Increasing the Amount of the Professional Services Contract with Mark
Thomas & Company, Inc. by $66,841 to a Total Amount Not to Exceed $665,022 for
Planning, Environmental, and Engineering Services; Increasing the Amount of the
Professional Services Contract with S&C Engineers, Inc. by $130,000, to a Total Amount
Not to Exceed $550,700, for Construction Management Services; Increasing the Amount
of the Construction Contract with O.C. Jones & Sons, Inc. by $348,000 to a Total
Amount Not to Exceed $2,369,468; Authorizing the Executive Director to Modify
Payment Terms and Non-Material Contract Terms and Conditions for All Three
Contracts; and Authorizing an Additional Construction Allotment of $213,800 to a Total
Amount Not to Exceed $400,800 for the Folsom and Fremont Street Off-Ramp
Realignment Project - ACTION

Liz Rutman, Senior Engineer, presented the item per the staff memorandum.
There was no public comment.

The item was approved without objection.
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6. Recommend Approval of the Scope of Work for the Improving West Side Transit Access
Strategic Analysis Report — ACTION

Maria Lombardo, Chief Deputy Director, presented the item per the staff memorandum.

Commissioner Tang explained the challenges with public transportation in the west side of the
city, including neighborhoods in Districts 1, 4 and 7. She said the primary focus of the report
would be the large constituency from her district that makes frequent trips to downtown San
Francisco and the south bay. She said the report would build upon work that was already being
done through the Muni Forward Initiative (MuniFWD) and the San Francisco Transportation
Plan (SFTP), and would ideally produce recommendations that lead to actionable items to
improve west side transportation.

Ms. Lombardo stated that the report would also build off of the Sunset Blueprint, which
identified transit accessibility and reliability as a top community concern, and the San Francisco
Transportation Plan, which found geographic disparities in transportation service quality in
outlying neighborhoods. She explained that Strategic Analysis Reports were typically short
documents but produce concrete recommendations. She said the report would start with history,
context, and a summary of relevant studies such as MuniFWD and SPUR’s Ocean Beach Master
Plan. She said staff would identify one or more specific travel markets to focus on, and would
analyze them to evaluate current travel options and opportunities for improvement beyond what
is already planned, focusing on transit but potentially other options such as shared-use modes.
She added that the analysis could be supplemented by focus groups and interviews. She stated
the final document would list packages of recommended strategies, types of projects, and
potential policies for each of the travel markets, which would ideally translate into
recommendations that could move forward. She said the Board would have the opportunity to
accept the report with or without the recommendations. She added that while the report was
focused on the west side, it would lend itself to accessibility issues in outlying neighborhoods
and that all of the work would contribute to the next SFTP update.

Commissioner Wiener commented that improved transit options on the west side of the city
were long overdue. He added that transit investment should follow housing and asked if the
report would also look at projected housing production.

Ms. Lombardo responded that housing would not be the focus of the report but it would be
studied on a high-level.

Commissioner Tang commented that in an ideal situation, plans for housing and transit would
be developed in tandem. She said given the nature of the west side of the city, she was hopeful
that the report would provide high-level options incorporating the possibility of housing units
being added, but also provide recommendations for near-term transportation improvements

Commissioner Wiener commented that in Districts 6 and 10, tens of thousands of housing
units being were being added. He stated that the T-Third line was inadequate and that the parts
of the city being developed were going to need greater transit investment and should be
prioritized. He said when speaking with residents on the west side of the city who were skeptical
of adding housing units, it would be helpful to highlight the link between housing and
transportation investment.

Commissioner Christensen commented that she participated in a similar study which looked at
the extension of the T-Third line. She asked if this report would include data on population
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10.

nodes or attractions, which were key generators of trips, and not just the user groups. She added
that it underscored how close land use planning was tied to transportation.

Ms. Lombardo commented that the report recommendations would be grouped into short-,
mid- and long-term. She said the long-term recommendations would be tied to options for
land use development. She said the lead staff would be Deputy Director for Planning David
Uniman and Senior Transportation Planner Ryan Greene-Roesel, and that the work would
largely be done in-house, with a small portion of the work proposed through the on-call
planning contract which was passed on the consent calendar.

There was no public comment.
The item was approved without objection.

State and Federal Legislative Update - INFORMATION/ACTION

Amber Crabbe, Assistant Deputy Director for Policy and Programming, presented the item per
the staff memorandum.

Ms. Crabbe reported that at his signing in ceremony, Governor Brown spoke about getting
roads, highways, and bridges in adequate shape and pointed to a $59 billion backlog but
did not propose any new funding initiatives for transportation. She said that the budget
included a conservative projection of $1 billion for cap and trade, a number that would likely
be increased through the May Revise once auction proceeds came in. She noted that the state’s
Road Usage Charge Technical Advisory Committee would meet for the first time in January.

Ms. Crabbe stated that on December 16, President Obama signed the $1.1 trillion combined
Continuing Resolution and Omnibus Appropriations bill into law, keeping the federal
government funded through the end of Federal Fiscal Year 2015. She reported that the bill froze
most transportation programs at prior-year levels but bumped up funding for the federal New
and Small Starts programs and decreased funding for the Transportation Investment Generating
Economic Recovery (TIGER), also eliminating the TIGER Planning grant program.

There was no public comment.

Introduction of New Items

Chair Cohen requested a strategic analysis report for District 10.
There was no public comment.

Public Comment

There was no public comment.

Adjournment

The meeting was adjourned at 12:01 p.m.
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Memorandum

Date: 02.04.15 RE: Finance Committee
February 10, 2015

To: Finance Committee: Commissioners Avalos (Chair), Mar (Vice Chair), Campos, Cohen, Kim
and Wiener (Ex Officio)

From: Cynthia Fong — Deputy Director for Finance and Administration O’{,

Through:  Tilly Chang — Executive Ditrector W&

Subject:  INFORMATION — Internal Accounting Report and Investment Report for the Six Months
Ending December 31, 2014

Summary

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 six months ending December 31,
2014, is presented for information.

BACKGROUND

The Transportation Authority’s Fiscal Policy (Resolution 15-31) 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 15-31) 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. For the six months ending December
31, 2014, the numbers in the approved budget column are one-half of the total approved annual budget
for Fiscal Year (FY) 2014/15. Although the sales tax (Prop K) and vehicle registration fees (Prop AA)
accruals are included for the six-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 December 31, 2014 are used as the basis for
the Investment Policy compliance review.

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.
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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.

DISCUSSION

The purpose of this memorandum is to provide the Finance Committee with the Internal Accounting
Report and the Investment Report for the FY 2014/15 period ending December 31, 2014.

The Balance Sheet, Table 1, presents assets, liabilities, and fund balances as of December 31, 2014.
Cash, deposits and investments total to $88.8 million as of December 31, 2014. Other assets total $55.6
million and includes $15.1 million of program receivable mainly related to grant reimbursements for the
1-80/Yerba Buena Island Interchange Improvement Project, $10.7 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 $17.5
million in sales tax receivable. Fifty percent of the outstanding loan balance will be repaid in the spring
of 2015. Liabilities total $177.6 million as of December 31, 2014 and include an outstanding
commercial paper repayment obligation of $135 million.

There is a negative of $33.7 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: $81,580 of nonspendable (prepaid expenditures) fund balance, $342,674 is
restricted for debt service, $14.1 million is restricted for capital projects, and $48.2 million is an
unassigned negative fund balance. The unassigned negative fund 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
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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 $48.2 million unassigned negative fund balance.

Assets:
Cash in bank

Deposits and investments with City Treasurer

Restricted investments with fiscal agent
Sales taxreceivable
Vehicle registration fee receivable
Interest receivable from

City and County of San Francisco
Programreceivables
Receivable fromthe

City and County of San Francisco
Other receivables
Intergovernmental loan receivable
Due fromother funds
Prepaid costs and deposits

Total assets

TABLE 1

SAN FRANCISCO COUNTY TRANSPORTATION AUTHORITY

Internal Accounting Report
Balance Sheet (Unaudited)
Governmental Funds
December 31, 2014

Liabilities, Deferred Inflows of Resources and Fund Balances (Deficit):

Liabilities:
Accounts payable
Accrued salaries and taxes
Interest payable
Due to other funds
Commercial paper notes payable

Total liabilities

Deferred Inflows of Resources:
Unavailable program revenues

Fund Balances (Deficit):

Nonspendable

Restricted for:
Debt service
Capital projects

Unassigned
Total fund balances (deficit)
Total liabilities, deferred inflows of
resources and fund balances (deficit)

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
$ 3300585 % -3 1589159 $ 13033326 $ - 17,923,070
70,503,189 - - - - 70,503,189
342,674 - - - - 342,674
17,451,925 - - - - 17,451,925
- - - 843,311 - 843,311
76,599 - - - - 76,599
- 15,070,933 - - 162,795 15,233,728
- 971,318 - - 102,850 1,074,168
3,959 - - - - 3,959
10,654,600 - - - - 10,654,600
10,226,854 - - - - 10,226,854
81,580 - - - - 81,580
$ 112,641,965 $ 16042251 $ 1589159 $ 13,876,637 $ 265,645 144,415,657
$ 24842566 $ 6,504,438 $ 33539 $ 773589 $ 103,000 32,257,132
116,724 - - - - 116,724
19,139 - - - - 19,139
- 9,537,813 428,614 111,441 148,986 10,226,854
135,000,000 - - - - 135,000,000
159,978,429 16,042,251 462,153 885,030 251,986 177,619,849
463,368 - - - - 463,368
81,580 - - - - 81,580
342,674 - - - - 342,674
- - 1,127,006 12,991,607 13,659 14,132,272
(48,224,086) - - - - (48,224,086)
(47,799,832) - 1,127,006 12,991,607 13,659 (33,667,560)
$ 112641965 $ 16042251 $ 1589159 $ 13,876,637 $ 265,645

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 half of the fiscal year. Sales
tax revenues and vehicle registration fees total $49.6 million and $2.5 million, respectively for the six
months ending December 31, 2014 and program revenues total $22.5 million.

As of December 31, 2014, the Transportation Authority incurred $64.1 million of expenditures.
Expenditures included $59.4 million in capital projects costs, $303,972 in interest and fiscal charges, and
$4.4 million for personnel and non-personnel expenditures.
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TABLE 2

SAN FRANCISCO COUNTY TRANSPORTATION AUTHORITY
Internal Accounting Report
Statement of Revenues, Expenditures, and Changes in Fund Balances with Budget Comparison (Unaudited)
Governmental Funds
For the SixMonths Ending December 31, 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)
Revenues:
Sales tax $ 49,619,809 $ - 8 - 8 - $ - $ 49619809 $ 45913096 $ 3,706,713
Vehicle registration fee - - - 2,470,184 - 2,470,184 2,363,859 106,325
Investment income 170,116 - 1,019 2,143 - 173,278 196,003 (22,725)
Programrevenues - 21,877,430 379,836 - 265,645 22,522,911 26,067,715 (3,544,804)
Other 6,374 - - - - 6,374 2,837,610 (2,831,236)
Total revenues 49,796,299 21,877,430 380,855 2,472,327 265,645 74,792,556 77,378,283 (2,585,727)
Expenditures:
Current - transportation and capital projects:
Personnel expenditures 2,500,250 538,498 9,689 31,510 109,329 3,189,276 2,987,885 201,391
Non-personnel expenditures 1,198,660 5,697 - 49 195 1,204,601 1,590,115 (385,514)
Capital project costs 38,852,069 19,900,858 642 474,710 142,462 59,370,741 107,246,480 (47,875,739)
Debt service
Interest and fiscal charges 303,972 - - - - 303,972 893,300 (589,328)
Total expenditures 42,854,951 20,445,053 10,331 506,269 251,986 64,068,590 112,717,780 (48,649,190)
Excess (deficiency) of revenues
over (under) expenditures 6,941,348 1,432,377 370,524 1,966,058 13,659 10,723,966 (35,339,497) 46,063,463
Other financing sources (uses):
Transfers in 1,432,377 - - - - 1,432,377 1,070,015 362,362
Transfers out - (1,432,377) - - - (1,432,377) (1,070,015) (362,362)
Total other financing sources (uses) 1,432,377 (1,432,377)
Net change in fund balances 8,373,725 - 370,524 1,966,058 13,659 10,723,966 _$  (35339,497) $ 46,063,463
Fund balances (deficit), beginning of year (56,173,557) - 756,482 11,025,549 - (44,391,526)
Fund balances (deficit), end of December 31 $ (47,799,832) $ - $ 1,127,006 $ 12,991,607 $ 13659 $ (33,667,560)

For the six months ending December 31, 2014, revenues were lower than budgetary estimates by $2.6
million for all of the Transportation Authority’s programs. The decrease in revenue is mainly related to
the mix of more sales tax, less regional revenues collected, less investment income earned due to
decreases in interest rates and the outstanding first loan repayment from TIDA (repayment expected in
spring 2015). Total expenditures were less than the budgetary estimates by $48.6 million. This amount
includes a favorable variance of $385,514 for non-personnel expenditures, $589,328 of interest and
fiscal charges, and $47.9 million in capital project costs. The budget for personnel expenditures does not
reflect the additional eight staff positions approved in the staff reorganization plan approved by the
Board in May 2014. At the end of the second quarter, two of the eight positions were filled and
the personnel expenditures budgeted amount will be adjusted in the mid-year budget amendment.
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 and second quarters. Consistent with prior
year patterns, Transportation Authority staff anticipates a higher level of Prop K reimbursement
requests during the next quarters.

As of December 31, 2014, approximately 79.4% 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
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.
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ALTERNATIVES

Not applicable — This is an information item.

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 December 31, 2014
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Attachment 1

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 December 2014 January 15, 2015
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 December 31, 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 December 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 December 2014 Fiscal YTD November 2014
Average Daily Balance $ 5,844 $ 6,436 $ 5,724 $ 5,940
Net Earnings 22.66 3.85 18.81 3.66
Earned Income Yield 0.77% 0.70% 0.78% 0.75%
CCSF Pooled Fund Statistics *
(in $ million) % of Book Market Wtd. Avg. Wtd. Avg.
Investment Type Portfolio Value Value Coupon YTM WAM
U.S. Treasuries 10.06% $ 659.9 $ 662.1 1.11% 1.05% 627
Federal Agencies 66.36% 4,366.7 4,367.4 0.85% 0.77% 821
State & Local Government
Agency Obligations 2.73% 181.2 179.6 1.42% 0.92% 687
Public Time Deposits 0.01% 0.5 0.5 0.46% 0.46% 68
Negotiable CDs 6.31% 415.5 415.3 0.43% 0.43% 632
Commercial Paper 3.80% 250.0 250.0 0.00% 0.17% 16
Medium Term Notes 9.97% 661.2 656.2 1.19% 0.45% 271
Money Market Funds 0.76% 50.1 50.1 0.04% 0.04% 1
Totals 100.0% $ 6,585.0 $ 6,581.2 0.86% 0.72% 694

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 e  Facsimile: 415-554-4672
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Portfolio Analysis
Pooled Fund
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Par Value of Investments by Maturity
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Medium Term Notes
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Asset Allocation by Market Value
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Yield Curves

Yields (%) on Benchmark Indices
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U.S. Treasury Yield Curves
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11/28/14 12/31/14 Change —11/28/2014
3 Month 0.010  0.036 0.0254
6Month  0.066 0117 0.0508 ——12/31/2014
4.0 - 1Year  0.117  0.213 0.0965
2Year  0.469  0.665 0.1960
3Year  0.848  1.070 0.2219
5 Year 1481 1653 0.1723
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1455 Market Street, 22nd Floor
San Franc'sco, California 94103
415.522.4800 FAX 415.522.482¢
info@sfcta.org  www.sfcta.org

Memorandum

Date: 02.03.15 RE: Finance Committee
February 10, 2015
To: Finance Committee: Commissioners Avalos (Chair), Mar (Vice Chair), Campos, Cohen, Kim
and Wiener (Ex Officio)
From: Amber Crabbe — Assistant Deputy Director for Policy and Programming !ﬁr(,

Through:  Tilly Chang — Executive Ditrector W&
Subject:  INFORMATION — State Road Usage Charge Pilot Program Update

Summary

In September 2014 the Governor signed Senate Bill (SB) 1077 (DeSaulnier) into law, directing the California State
Transportation Agency and the California Transportation Commission to: establish a Road Usage Charge (RUC) Technical
Advisory Committee to study RUC alternatives to the gas tax, make recommendations to the Secretary of Transportation on
the design of a pilot program, and implement a pilot by January 1, 2017. A Road Usage Charge is a charge assessed per mile a
vehicle travels and is meant to either replace or supplement the more traditional gas tax and to serve as a true user fee where
every driver pays for his or her use of the road. To date the gas tax has been the primary source of transportation funding at
both the state and federal levels. The over reliance on the gas tax has resulted in chronic under funding of transportation due
to the combination of decreasing gas tax revenues in real dollars - since the gas tax hasn't been raised to keep pace with
inflation - and increasing fuel efficiency of modern vehicles. A RUC would also address the growing inequities in road use
fees that arise from growth in hybrid- and electric vehicles that do not use fuel and don’t pay fuel taxes. At the Finance
Committee meeting, we will provide an overview of SB1077; general background on RUCs; key considerations on the design
of a pilot program (e.g, technology, privacy, equity); and lessons learned from RUC pilots in other states such as Oregon. We
anticipate bringing updates to the Committee periodically to disseminate information and seek input from the Committee.
We are seeking guidance from the Committee. This is an information item.

BACKGROUND

There is a crisis in transportation funding. The federal highway trust fund, which is funded by the federal
gas tax, is on the edge of bankruptcy and revenues from the gas tax will only continue to decline. State
funding, including state fuel taxes but also other revenue measures such as vehicle registration fees, has
also not kept up with inflation and is woefully inadequate to support our transportation needs, including
state of good repair, safety, livability, and other capacity investments. This undermines not just our safety
and everyday experience of the transportation system but our nation’s economic competitiveness.

One reason for this crisis is that the federal and state gas taxes historically lose real value over time unless
indexed to inflation. While some states have indexed their gas taxes, California has not and the federal
gas tax has been set at its current rate since 1993. What was worth 18.4 cents per gallon in the eatly
nineties is now worth just 11.2 cents per gallon. The other significant contributing factor is the increasing
popularity of fuel efficient vehicles (a desired environmental trend). Furthermore, as hybrid- or fully
electric vehicles use little to no fuel, and pay less or no gas tax, continued reliance on the gas tax also
presents an equity concern about the use of the gas tax as the main form of road user charge in
California.

A Road Usage Charge (RUC), also known as a Vehicle Miles Traveled Fee or a Mileage-Based User Fee, is
a charge assessed per mile a vehicle travels and is meant to either replace or supplement the more
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traditional gas tax. Both the RUC and the gas tax represent a user fee model of revenue generation
where the funds raised are used to benefit those paying (i.e. drivers). However, the increasing popularity
of fuel efficient vehicles (which pay little to no gas tax) means that the gas tax is no longer serving as the
road use proxy it once did. States, regions, and the federal government have all begun to discuss the
possibility of shifting to a RUC model for funding our transportation system, in part to keep up with
inflation and in part to ensure drivers of fuel efficient vehicles pay their fair share to use the road.

In 2007, two congressionally established surface transportation commissions considered the viability of a
RUC as a replacement of the federal gas tax. After discussion, the idea was set aside due to a number of
concerns. Privacy was cited as the most prominent concern, as were any potential government mandates
about the technology that would be used to administer the system.

That left exploration of a RUC to the states. The state of Oregon was the pioneer in studying mileage-
based fees, beginning in 2003, and has since undertaken initial pilots and legislative efforts toward
developing a statewide system. In recognition of lessons learned from Oregon and the experience of
other states, the California State Transportation Agency’s (CalSTA ) recent California Transportation
Infrastructure Priorities report included a proposal to “explore a voluntary pilot program to study, review,
and consider the viability of a Mileage-Based User Fee in California.” There has also been local interest
in the RUC, which was studied, and ultimately rejected, as a revenue source in Plan Bay Area, the region’s
Sustainable Communities Strategy.

In September 2014 the Governor signed Senate Bill (SB) 1077 (DeSaulnier) into law, directing the
CalSTA and the California Transportation Commission to establish a RUC Technical Advisory
Committee (TAC) to study RUC alternatives to the gas tax and to make recommendations to the
Secretary of Transportation on the design of a pilot program. Last week, Assembly Speaker Toni Atkins
also expressed support for a RUC for California as part of a package of transportation infrastructure
funding pay for needed repair for the state’s highways, bridges, and roads. SB1077 requires CalSTA to
implement a pilot program to identify and evaluate issues related to the potential implementation of an
RUC program in California by January 1, 2017. On January 25, the TAC met for the first time, and will
meet monthly moving forward. TAC membership is listed in Attachment 1.

DISCUSSION

Three key considerations when considering a RUC are technology, privacy and equity. To address these,
RUCs have been studied and piloted in several states. The recent pilot in Oregon serves as the most
relevant study for California, especially since Oregon is planning to launch a more extensive pilot in mid-
2015.

Technology and Implementation: Technology has finally made a RUC a feasible replacement for the gas tax.
The gas tax was initially implemented as a proxy for road use since it is easy to measure and collect. With
advances in technology it is now possible to directly measure and charge for road use itself. Options for
implementing the RUC and collecting miles traveled data include: Global Positioning System (GPS) on-
board units, on-board units that just track mileage, mandatory odometer readings, and flat fees for the
use of the road.

The public has begun to accept this type of tracking in real life. For instance, insurance companies have
begun to offer pay-as-you-go auto insurance and on-board navigation units are included in most new
vehicles. Other possible co-benefits to the RUC could be its use as a navigational device, the provision
of real-time messaging for traffic or road hazards, its replacement of the FastTrak system for tolling, and
its collection of data valuable to transportation planning, RUC fees could also vary by corridor or time
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of day, serving a tool for congestion pricing and management.

Privacy: Privacy arises as a top concern with respect to RUCs. However, some collection methodologies
are less invasive than others with the GPS device being the most invasive and a flat fee requiring no
reporting as the least invasive. Younger generations seem less concerned about privacy issues, but a
carefully designed system with different choices available for users can address the concerns of the
majority of the population and at the same time resolve other hurdles such as the fee’s administration,
implementation, and equity.

Equity: The RUC principle of “paying as you go” is more equitable than the existing gas tax. Currently
those who drive older, less fuel-efficient vehicles and who cannot afford newer low- or no-emission
vehicles, pay disproportionately higher gas taxes than those who can afford a new Tesla, Volt, or Prius.
With a RUC, drivers of fuel efficient vehicles still pay less in overall fuel consumption compared to those
driving less fuel efficient vehicles, but pay their fair share in taxes commensurate with their wear and tear
on the roads.

Northwest Road Usage Charge Pilot Program (Oregon, Washington, Nevada): From November 2012 to February
2013, three states collaborated on the RUC Pilot Program. This built upon a similar pilot from 2007 and
was able to incorporate the subsequent significant technological improvements to address some of the
public’s outstanding concerns, mostly around privacy. The four major goals of the program targeted at
gaining public acceptance were:

e FHase of use;

e Motorist choice;

e Open systems; and

e DPrivate sector administration.

The 88 volunteers for the pilot (44 of which were in Oregon) included legislators, locally elected officials,
members of the Oregon Transportation Commission, a representative of the AAA, and members of the
public. Drivers were charged 1.56 cents per mile and were given four options on how to report, ranging
from a flat monthly fee to a smart device that tracks mileage on eligible roads via GPS. The Oregon
volunteers were given a rebate for gas tax paid. Volunteers from Washington and Nevada were not
actually charged a fee or given a rebate; instead for those participants the pilot was a simulation. In the
end, participants felt the pilot was for the most part a positive experience and revenues from the RUC
program exceeded what would have been collected from the gas tax by 28%.

Oregon’s SB 810 Establishes a More Extensive Mileage-Based Revenue Program: As noted above, Oregon is now
at the forefront of RUC development. With the passage of SB810, the Oregon Department of
Transportation (ODOT) was authorized to implement the next phase of the RUC Program, to be
operational by July 1, 2015. The program will include up to 5,000 initial volunteer participants and
charge 1.5 cents per mile while providing users with a rebate of gas tax paid. 50% of the revenues will
go to ODOT, 30% will be distributed to counties and 20% will be distributed to cities.

The path from the initial studies and pilots to the passage of SB810 was a long process that involved
extensive study, public outreach, and education. While members of the public and legislators were
resistant at first, they became more accepting once they understood the need for the transition to the
RUC, the ways the program protected their privacy, and the fact that the program would not represent an
unreasonable burden. Gaining acceptance of its RUC required that ODOT carefully design a program
that responds to the users’ personal and practical concerns. The goals of the program address
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apprehensions that any jurisdiction implementing the fee will have to face:

. Implement a cost-effective and transparent system for collecting the RUC.

° Provide drivers with choices regarding reporting, invoicing, and payment.

. Provide at least one option that doesn’t involve location technology.

. Protect the privacy of motorists.

. Only charge Oregon residents for in-state travel and travel on public property.

. Provide credits or refunds for fuel taxes paid for vehicles subject to the RUC.

. Ensure efficient and convenient account management operations.

. Provide a viable audit trait to track mileage and payments.

. Promote compliance and minimize evasion.

. Base the system design on an open architecture using common standards for system

components and processes.

ODOT and others also have to consider pressing political concerns, namely the question of who will be
responsible for implementing the RUC and how the revenues will be used. To date, participation in the
program has been voluntary and relatively small in numbers. It remains to be seen what additional
efforts are needed as the program transitions to cover more of the general population.

We are pleased to see strong leadership at the state level in addressing California’s transportation funding
crisis and the accelerated schedule for developing a RUC pilot. We will actively monitor the RUC TAC
meetings and will provide input into the process when appropriate. We anticipate bringing updates on
the development of the California RUC pilot back to the Finance Committee periodically, both to
disseminate information and to seek Committee input. We are seeking guidance from the Committee
on this item.

ALTERNATIVES

None. This is an information item.

CAC POSITION

The CAC will be briefed on this information item at its February 25 meeting.

FINANCIAL IMPACTS

None. This is an information item.

RECOMMENDATION

None. This is an information item.

Attachment:
1. RUC TAC Membership
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Attachment 1
Road Usage Charge Technical Advisory Committee Membership

Jim Madaffer (Chair) - Commissioner, California Transportation Commission (CTC)
CTC Representative

Stephen Finnegan (Vice Chair) - Manager of Government & Community Affairs, Automobile
Club of Southern CA

Highway User Group Representative

Senator Jim Beall - California State Senate

Senate Legislative Representative

Assemblymember David Chiu - California State Assembly

Assembly Legislative Representative

David Finigan - Supervisor, Del Norte County

Regional Transportation Agency Representative

Scott Haggerty - Supervisor, Alameda County

Regional Transportation Agency Representative

Gautam Hans - Director and Policy Counsel, Center for Democracy and Technology Data
Security and Privacy Representative

Loren Kaye - President, Foundation for Commerce and Education

Business and Economy Representative

Richard Marcantonio - Managing Attorney, Public Advocates, Inc.

Social Equity Representative

Pam O’Connor - Councilmember, City of Santa Monica

Regional Transportation Agency Representative

Eshwar Pittampalli - Director of Market Development, Open Mobile Alliance
Telecommunications Industry Representative

Robert Poythress - Mayor, City of Madera

Regional Transportation Agency Representative

Eric Sauer - Vice-President of Policy & Government Relations, California Trucking Association
Highway User Group Representative

Lee Tien - Senior Attorney, Electronic Frontier Foundation

Privacy Rights Advocacy Representative

Martin Wachs - Professor Emeritus, UCLA Luskin School of Public Affairs
National Research and Policy Representative
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