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Meeting Notice
Date: Tuesday, February 9, 2016; 11:30 a.m.
Location: Committee Room 263, City Hall

Commissioners: Mar (Chair), Breed (Vice Chair), Campos, Kim, Yee and Wiener (Ex Officio)

Clerk: Steve Stamos

Page
1. Roll Call
Consent Calendar
2. Approve the Minutes of the January 12, 2016 Meeting — ACTION* 3
3. Internal Accounting and Investment Report for the Six Months Ended December 31,
2015 — 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 quartetly report.

End of Consent Calendar

4. State and Federal Legislative Update — ACTION* 35

Every month, we provide an update on state and federal legislation and, when appropriate, seeck 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 positions on Assembly Bill (AB) 1591 (Frazier), AB 1574 (Chiu), Assembly First Extraordinary
Session (ABX1) 18 (Linder), Senate Bill 812 (Hill) and SB 824 (Beall); and an oppose position on AB 1550 (Gomez).
One of the main discussions in Sacramento is how to raise revenue for transportation. Following the legislative
matrix, there is an attached table which compares the three main proposals on the table.

5. Update on the California Road Charge Pilot Program — INFORMATION* 79

In 2014 the California Legislature called for a Road Charge Pilot Program to study a system where drivers could
pay for road maintenance and other transportation improvements based on the number of miles they drive, rather
than how much gas they consume. The pilot program will inform the Legislature’s decision on whether moving
forward with a full-scale implementation of a Road Charge program in California. Pursuant to the authorizing
legislation, the California Transportation Commission (CTC) formed a Road Charge Technical Advisory
Committee (TAC) to review alternatives and develop recommendations on the design and evaluation criteria for
the pilot project. These recommendations were presented to the Secretary of the California State Transportation
Agency (CalSTA) in December 2015. The pilot program will begin on July 1, 2016, and CalSTA will report on the
results of the pilot program to the CTC and the Legislature by June 30, 2017. At the February Finance Committee
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Finance Committee Meeting Agenda

meeting, we will provide an overview of the report’s recommendations.
6. Introduction of New Items —- INFORMATION

During this segment of the meeting, Committee members may make comments on items not specifically listed
above, or introduce or request items for future consideration.

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 SFGovT'V 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 and the Committee Room are available upon request at the Cletk of the Boatd's Office,
Room 244. 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 (Matket/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 atea are the 5, 6, 7, 9, 19, 21, 47,
and 49. 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
meeting 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 12, 2016

1. Roll Call
Chair Avalos called the meeting to order at 11:35 a.m.
Present at Roll Call: Commissioners Avalos, Campos and Mar (3)
Absent at Roll Call: Commissioners Cohen and Kim (2)
Chair Avalos excused Commissioner Kim’s absence.
2. Approve the Minutes of the November 3, 2015 Meeting — ACTION
There was no public comment.
The minutes were approved without objection by the following vote:
Ayes: Commissioners Avalos, Campos and Mar (3)
Absent: Commissioners Cohen and Kim (2)

3. Recommend Award of a Three-Year Consultant Contract to Arup, in an Amount Not to
Exceed $1,150,000, for Planning and Engineering Services for the San Francisco Long
Range Transportation Planning Program, and Authorizing the Executive Director to
Negotiate Contract Payment Terms and Non-Material Contract Terms and Conditions —
ACTION

Cynthia Fong, Deputy Director for Finance and Administration, and Marisa Espinosa, Senior
Manager of the Long-Range Transportation Planning Program at the San Francisco Planning
Department, presented the item.

There was no public comment.
The item was approved without objection by the following vote:
Ayes: Commissioners Avalos, Campos and Mar (3)
Absent: Commissioners Cohen and Kim (2)
4. Recommend Approval of the 2016 State and Federal Legislative Program — ACTION

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

There was no public comment.
The item was approved without objection by the following vote:
Ayes: Commissioners Avalos, Campos and Mar (3)

Absent: Commissioners Cohen and Kim (2)
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5. State and Federal Legislative Update — INFORMATION

Mark Watts, State Legislative Advocate for the Transportation Authority, and Michelle Beaulieu,
Transportation Planner, presented the item.

Mr. Watts reported that the special session for transportation had carried over so the conference
committee was still active. He said that Governor Brown had introduced his budget to the
legislature, which contained a transportation funding plan that was very similar to what had been
released through the Secretary of Transportation at the end of last summer. He said that Governor
Brown’s proposal relied heavily on a registration fee for all vehicles (including hybrids and electric
vehicles) at $65 per vehicle, which would raise about $2 billion. Mr. Watts said the proposal would
also reestablish the gas tax swap at $0.18, which was an increase of 6.5 cents over what it was a
year ago. He said this would raise $500 million and replenish the State Transportation
Improvement Program (STIP). He said the proposal also included a $0.11 per gallon increase in
the diesel tax, adjusted for inflation, which would raise approximately $500 million. He added that
Governor Brown also included $500 million from cap and trade proceeds for transit capital and
$100 million in Caltrans efficiencies, which included delivery streamlining opportunities.

Mr. Watts said that another transportation funding proposal was put forward by Assemblymember
Frasier, who was Chairman of the Transportation Committee. He said this measure would raise
$7 billion per year in contrast to the $3.5 billion in the Governot’s proposal, but that it depended
heavily on fuel taxes. He said this proposal would raise the gas tax by $0.225 per gallon, indexed
for inflation, and that a portion would be used to stabilize the STIP while the rest would be split
between state and local entities for road repairs. Mr. Watts said that the diesel tax in this proposal
would increase by $0.30 and would be dedicated to trade corridor improvements. He noted that
Mr. Frasier’s bill also included a $30 registration fee, split between the state and local entities for
road maintenance.

Mr. Watts said that a third bill was expected to be introduced later this week, which would likely
be in the $5 billion range, and would have more emphasis on transit than what had been seen in
the past. He said that after conversations with the Governot’s office, a final package was expected
to come out of the legislature in late February or March.

Chair Avalos asked if Mr. Watts would be able to provide a summary of the state budget proposals
in writing for the Committee. He also asked if these state legislative items would direct more funds
to transit, pedestrian and bike projects rather than to highways.

Mr. Watts responded that the state legislation partially directed funding to transit, pedestrian and
bike projects, though not to the extent that San Francisco has advocated for. He said that each of
the proposals attempted to catch up on deferred maintenance of the roadway system, but
supplemented with more transit and active transportation programs.

Ms. Beaulieu reported that the federal government had passed the first long-term transportation
bill of the past 10 years. She said it included $305 billion over five years, which would likely bring
an additional $30 million to the Bay Area over what had been expected in the prior transportation
bill. She said that in December, congress passed the omnibus tax extenders bill, which permanently
extended transit commuter benefits to bring it to parity with parking commuter benefits, raising it
from $130 a month to $250, and $255 next year. She added that the omnibus bill also included
$500 million for the TIGER grant program, which had been beneficial to San Francisco in the
past.

There was no public comment.
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Introduction of New Items — INFORMATION

There was no public comment.

Public Comment

During public comment, Andrew Yip spoke about enlightenment.
Adjournment

The meeting was adjourned at 11:59 a.m.

Page 3 of 3
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Date: 02.04.16 RE: Finance Committee
February 9, 2016
To: Finance Committee: Commissioners Mar (Chair), Breed (Vice Chair), Campos, Kim, Yee and
Wiener (Ex Officio)
il
From: Cynthia Fong — Deputy Director for Finance and Administration \Q/f/
Through:  Tilly Chang — Executive Director %
Subject: INFORMATION — Internal Accounting Report and Investment Report for the Six Months Ending

December 31, 2015

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.

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, 2015,
the numbers in the approved budget column are one-half of the total approved annual budget for Fiscal
Year (FY) 2015/16. 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, 2015 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.

In managing its investment program, the Transportation Authority observes the “Prudent Investor”
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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 2015/16 petiod ending December 31, 2015.

The Balance Sheet, Table 1, presents assets, liabilities, and fund balances as of December 31, 2015. Cash,
deposits and investments total to $75.3 million as of December 31, 2015. Other assets total $49 million
and includes $11.7 million of program receivable mainly related to grant reimbursements for the I-
80/Yerba Buena Island Interchange Improvement Project, $5.5 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 $16.4 million in sales
tax receivable. Fifty percent of the outstanding loan balance will be repaid in the spring of 2016. Liabilities
total $137.9 million as of December 31, 2015 and $20 million of the revolving credit loan obligation was
paid down, bringing the outstanding balance to $114.7 million.

There is a negative of $14 million in total fund balances, which is largely the result of how multi-year
programming commitments are accounted for. Future sales tax revenues and grant reimbursements will
fully fund this difference. This amount is obtained as follows: $9.9 million is restricted for capital projects,
and $24 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
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
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creates or largely contributes to the $24 million unassigned negative fund balance.

TABLE 1

Assets:
Cash In Bank

Deposits and Investments with City Treasurer
Sales TaxReceivable
Vehicle Registration Fees Receivable
Interest Receivable fromthe City and
County of San Francisco
Program Receivable
Receivables fromthe City and County of

San Francisco
Other Receivable

Intergovernmental Loan Receivable
Due From Other Funds
Prepaid Costs and Deposits

Total Assets
Liabilities:
Accounts Payable

Accrued Salaries and Taxes
Due to Other Funds
Revolver Credit Loan

Total Liabilities

Deferred Inflows of Resources:
Unawvailable Program Rewvenues

Fund Balances (Deficit):
Restricted for Capital Projects

Unassigned

Total Fund Balances (Deficit)

Total Liabilities, Deferred Inflows of
Resources, and Fund Balances

Governmental Funds
Decemember 31, 2015

SAN FRANCISCO COUNTY TRANSPORTATION AUTHORITY
Internal Accounting Report
Balance Sheet (unaudited)

Vehicle
Registration Treasure
Congestion Transportation Fee for Island
Sales Management Fund for Transportation Mobility
Tax Agency Clean Air Improvements Management
Program Programs Program Program Agency Program Total
$ 5360726 $ - $ 1790052 $ 10,851,180 $ - $ 18,001,958
57,276,922 - - - - 57,276,922
16,418,597 - - - - 16,418,597
- - - 631,958 - 631,958
73,741 - - - - 73,741
- 11,531,111 - - 192,346 11,723,457
- 300,914 - - 346,650 647,564
8,892 - - - - 8,892
5,542,325 - - - - 5,542,325
13,885,055 - - - - 13,885,055
136,760 - - - - 136,760
$98,703,018  $11,832,025 $ 1,790,052 $ 11483138 $ 538,996  $124,347,229
$ 7323700 $ 631,708 % 288468 % 905,859  $ 199 $ 9,151,704
172,179 - - - - 172,179
- 11,200,317 439,104 1,708,607 537,027 13,885,055
114,664,165 - - - - 114,664,165
122,160,044 11,832,025 727,572 2,614,466 538,996 137,873,103
505,252 - - - - 505,252
- - 1,062,480 8,868,672 - 9,931,152
(23,962,278) - - - - (23,962,278)
(23,962,278) - 1,062,480 8,868,672 - (14,031,126)
$98,703,018  $11,832,025 $ 1,790,052 $ 11483138 $ 538,996  $124,347,229

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 $49.3 million and $1.9 million, respectively for the six
months ending December 31, 2015 and program revenues total $89 million.

As of December 31, 2015, the Transportation Authority incurred $147.6 million of expenditures.
Expenditures included $123.4 million in capital projects costs, $20.4 million in interest and fiscal charges,
and $3.8 million for personnel and non-personnel expenditures.
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TABLE 2

SAN FRANCISCO COUNTY TRANSPORTATION AUTHORITY
Internal Accounting Report
Statement of Revenue, Expenditures, and Changes in Fund Balances with Budget Comparison (unaudited)

Governmental

Funds

For the SixMonths Ending December 31, 2015

Vehicle
Registration Treasure
Congestion Transportation Fee for Island Variance With
Sales Management Fund for Transportation Mobility Final Budget
Tax Agency Clean Air Improvements Management Positive
Program Programs Program Program Agency Program Total Budget (Negative)
Rewenues:
Sales Tax $ 49255792 $ - $ - $ - $ - $ 49255792  $ 50,646,788  $ (1,390,996)
Vehicle Registration Fee - - - 1,895,874 - 1,895,874 2,388,270 (492,396)
Investment Income 133,542 - 1,351 1,952 - 136,845 167,353 (30,508)
Program Revenue 75,000,000 13,029,689 381,818 - 538,996 88,950,503 52,731,807 36,218,696
Other Revenue 12,303 - - - - 12,303 1,458,045 (1,445,742)
Total Revenues 124,401,637 13,029,689 383,169 1,897,826 538,996 140,251,317 107,392,263 32,859,054
Expenditures:
Personnel Expenditures 1,279,474 964,947 20,178 75,651 185,256 2,525,506 3,508,404 982,898
Non-personnel Expenditures 1,275,730 20,770 - 82 1,822 1,298,404 1,467,368 168,964
Capital Project Costs 113,854,714 8,848,277 408,015 264,812 44,421 123,420,239 120,684,742 (2,735,497)
Interest and Fiscal Charges 20,385,176 - - - - 20,385,176 10,880,000 (9,505,176)
Total Expenditures 136,795,094 9,833,994 428,193 340,545 231,499 147,629,325 136,540,514 (11,088,811)
Excess (Deficiency) of Revenues
ower (Under) Expenditures (12,393,457) 3,195,695 (45,024) 1,557,281 307,497 (7,378,008) (29,148,251) 21,770,243
Other financing sources (uses):
Transfers In 3,503,192 - - - - 3,503,192 1,030,945 2,472,248
Transfers Out - 3,195,695 - - 307,497 3,503,192 1,030,945 (2,472,248
Net Change in Fund Balances (8,890,265) - (45,024) 1,557,281 - (7,378,008)  $(29,148,251) $ 21,770,243
Fund Balances (Deficit),
Beginning of the Period 99,592,152 - 1,107,504 7,311,391 - 108,011,047
Revolver Credit Loan (114,664,165) - - - - (114,664,165)
Fund Balances (Deficit),
End of the Period $ (23,962,278) $ - $ 1062480 $ 8868672 $ - $ (14,031,126)

For the six months ending December 31, 2015, revenues were higher than budgetary estimates by $32.9
million for all of the Transportation Authority’s programs. Total expenditures were more than the
budgetary estimates by $11.1 million. This amount includes a favorable variance of $1.2 million for
personnel and non-personnel expenditures, and unfavorable variance of $9.5 million of interest and fiscal
charges and $2.7 million in capital project costs. The variance in capital project costs and program revenue
is due to a milestone payment for the Presidio Parkway Project. In support of the project, one of the
Transportation Authority’s responsibilities is arranging for and serving as aggregator of local funds for
the milestone payment, including $75 million from the Golden Gate Bridge, Highway and Transportation
District and $20.3 million of Prop K sales tax funds, approved through Resolution 15-61. The variance
in interest and fiscal charges is due to the annual $20 million repayment of the revolving credit loan
obligation made in mid-December.

As of December 31, 2015, approximately 76.1% of the Transportation Authority’s investable assets were
invested in the City and County of San Francisco Treasury Pool. 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

None. This is an information item.

CAC POSITION

None. This is an information item.

FINANCIAL IMPACTS

None. This is an information item.

RECOMMENDATION

None. This is an information item.

Attachment:
1. Investment Report for December 31, 2015
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1 2 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 2015 January 15, 2016

The Honorable Board of Supervisors
City and County of San Franicsco
City Hall, Room 244
1 Dr. Carlton B. Goodlett Place
San Francisco, CA 94102-4638

The Honorable Edwin M. Lee
Mayor of San Francisco

City Hall, Room 200

1 Dr. Carlton B. Goodlett Place
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, 2015. 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 2015 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 2015 Fiscal YTD November 2015
Average Daily Balance $ 6,613 $ 7,350 $ 6,463 $ 6,735
Net Earnings 20.41 3.51 16.90 3.16
Earned Income Yield 0.61% 0.56% 0.62% 0.57%
CCSF Pooled Fund Statistics *
(in $ million) % of Book Market Wtd. Avg. Wtd. Avg.
Investment Type Portfolio Value Value Coupon YTM WAM
U.S. Treasuries 6.78% $ 4984 $ 500.0 0.86% 0.99% 488
Federal Agencies 57.16% 4,233.3 4,218.1 0.78% 0.61% 534
State & Local Government
Agency Obligations 2.88% 213.7 212.6 1.40% 0.97% 496
Public Time Deposits 0.02% 1.2 1.2 0.61% 0.61% 145
Negotiable CDs 13.89% 1,025.0 1,025.3 0.66% 0.66% 288
Commercial Paper 6.01% 443.7 443.8 0.00% 0.36% 32
Medium Term Notes 9.74% 722.5 718.5 1.29% 0.56% 240
Money Market Funds 2.51% 185.1 185.1 0.09% 0.09% 1
Supranationals 1.01% 74.9 74.7 0.13% 0.24% 151
Totals 100.0% $ 7,397.9 $ 73794 0.77% 0.62% 422

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, Reeta Madhavan, 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.

| Dr Carlton B. Goodlett Place @  San Francisco, CA 94102-4638
Facsimile: 415-554-4672

City Hall - Room 140 e
Telephones: 415-554-4487 & 415-554-5210 o
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Portfolio Analysis
Pooled Fund

Par Value of Investments by Maturity
$2,500

$2,250
S $2,000 -

@$1,750 T
%)
£ $1,500 -
=
4(7; $1,250 T
, 11/30/2015
$750 - m12/31/2015
$500 -
$250 I
$0 E— |

6- 12 18 18- 24 24- 30 30-36 36-42 42 48 48-54 54-60
Maturity (in months)

Callable bonds shown at maturity date.

&+

=

o

o

o
I

|

Par Value of Inve

Asset Allocation by Market Value
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Yields (%) on Benchmark Indices
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http://www.leginfo.ca.gov/pub/15-16/bill/sen/sb_0901-0950/sb_901_bill_20160121_introduced.pdf
http://www.leginfo.ca.gov/pub/15-16/bill/sen/sb_0901-0950/sb_901_bill_20160121_introduced.html
http://district36.cssrc.us/
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Memorandum

Date: 02.03.16 RE: Finance Committee
February 9, 2016
To: Finance Committee: Commissioners Mar (Chair), Breed (Vice Chair), Campos, Kim Yee and
Wiener (Ex Officio)
From: Amber Crabbe — Assistant Deputy Director for Policy and Programming A:C,

Through:  Tilly Chang — Executive Director %
Subject: INFORMATION — Update on the California Road Charge Pilot Program

Summary

In 2014 the California Legislature called for a Road Charge Pilot Program to study a system where
drivers could pay for road maintenance and other transportation improvements based on the number
of miles they drive, rather than how much gas they consume. The pilot program will inform the
Legislature’s decision on whether moving forward with a full-scale implementation of a Road Charge
program in California. Pursuant to the authorizing legislation, the California Transportation
Commission (CTC) formed a Road Charge Technical Advisory Committee (TAC) to review alternatives
and develop recommendations on the design and evaluation criteria for the pilot project. These
recommendations were presented to the Secretary of the California State Transportation Agency
(CalSTA) in December 2015. The pilot program will begin on July 1, 2016, and CalSTA will report on
the results of the pilot program to the CTC and the Legislature by June 30, 2017. At the February
Finance Committee meeting, we will provide an overview of the report’s recommenations.

BACKGROUND

California’s transportation system has historically relied upon gas tax revenues for essential maintenance,
repairs, and improvements. Because of improving fuel economy, motor fuel taxes are an increasingly
ineffective method of meeting the state’s long-term revenue needs. By 2030, as much as half of the
revenue that could have been collected will be lost to fuel efficiencies. Unfortunately, fuel efficient vehicles
cause as much wear on the roads as inefficient vehicles, so keeping up with the state’s maintenance and
repair needs will be even more difficult than it is today.

In 2014, in an effort to address this problem, the Legislature passed and the Governor signed into law
Senate Bill (SB) 1077, directing that a statewide pilot program be conducted to test various road charging
policies, technologies and payment approaches. SB 1077 also directed that the California Transportation
Commission (CTC), with the California State Transportation Agency (CalSTA), create a Technical
Advisory Committee (TAC) to study the road charge alternatives, and make a recommendation on the
design and evaluation of this pilot program.

The Road Charge TAC held public meetings monthly for one year, culminating in the Road Charge Pilot
Design Recommendations Report'. This report was submitted to the Secretary of CalSTA in December
2015, and CalSTA will be the implementing agency for the road charge pilot program.

! Available here: tinyurl.com/jn984bb.
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DISCUSSION

The final report approved by the Road Charge TAC covers a range of topics, from the proposed technical
design of the pilot program to privacy and data security concerns. As part of this report, focus groups
were held across the state and a statewide telephone survey was completed to help guide the program
design recommendations. These outreach activities demonstrated a pervasive lack of understanding of
how transportation projects are funded today, and in particular a lack of knowledge of the shortfalls that
exist due to the current gas tax system. The focus groups also demonstrated that providing people with
a choice of reporting options would be important to support acceptance of the system.

The Road Charge TAC recommended that the pilot project include 5,000 participants statewide, who
would include a cross-section of individuals, households, businesses, at least one government agency, and
a range of vehicle types. The TAC also recommended that there be a choice of state and commercial
account managers for drivers, and that a variety of reporting methods be offered as well. These ranged
from a pre-purchased time permit, where drivers would not report their driving mileage and would simply
pay for an unlimited amount of driving over a given period of time, to a fully automated mileage reporting
system which would include general location reporting, providing an accurate picture as to how much
driving was done in California alone. Final recommendations stressed the importance of privacy, data
security, enforcement and equity in this pilot.

The Road Charge TAC has also provided recommendations for evaluating the pilot program. A successful
program will demonstrate the ability of a road usage charge to replace the revenues collected from fuel
taxes, will be efficient to administer and collect, and include measures to provide data security and privacy
to the users of the system.

Next Steps: The nine-month pilot program is slated to begin on July 1, 2016. CTC and CalSTA staff expect
that to get the required 5,000 volunteers for the program, at the required geographic and fleet mix, they
will need 15,000 drivers to sign up. Those interested in volunteering can register on the Road Charge
website: www.dot.ca.gov/road_charge.

At the conclusion of the pilot, an independent third party will evaluate the pilot results, and CalSTA will
submit a report to the CTC and Legislature by June 30, 2017. This report will include the results of the
pilot, a summary of the pilot volunteers’ experiences, and stakeholder input received throughout the
program. The CTC will include recommendations regarding the pilot program to the Legislature in its
December 2017 Annual Report. The Legislature will make the final decision on whether and how to enact
a full-scale permanent road charge program.

With ongoing transportation funding shortfalls at the state level, this is an important and timely pilot
program. The gas tax is increasingly deficient as fuel efficiencies increase and hybrid and electric vehicles
become more prevalent and a permanent solution is needed to pay for the state’s critical transportation
needs. A Road Usage Charge is potentially an equitable and accurate user fee system to supplant or
complement the state gas tax. We will continue to work with CalSTA and local and regional partners to
provide feedback on this pilot through implementation and development of final recommendations in
2017.

ALTERNATIVES

None. This is an information item.

CAC POSITION
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None. This is an information item.

FINANCIAL IMPACTS

None. This is an information item.

RECOMMENDATION

None. This is an information item.

Attachment:
1. California Road Charge Pilot Brochure
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CaliforniaRoadChargePilot.com

OUR ROADWAYS ARE DETERIORATING

As Californians, our transportation system is facing a
serious problem. Historically, annual investment in roadway

maintenance and preservation hasn't kept pace with needs.

Making the problem worse, the money collected to pay
for roadway maintenance and repair has declined each
year since 2007. Having less money to repair our roadways
means that our transportation system will continue to get
worse each year without funds to maintain them.

WHY IS THIS HAPPENING?

Aging Roadways - The majority of our major roadways are
more than 40 years old and have reached or exceeded their
design life. The older our aging roadway system gets, the
more repairs it needs.

Shrinking Funding - The base excise gas tax (currently a
fixed 18 cents per gallon of gas sold) is the primary source
of funding used to pay for road repairs. The base excise gas
tax has not been raised in more than 20 years. Inflation has
decreased the buying power of the gas tax by approximately
50 percent. In other words, 18 cents in 1994 is worth about
9 cents today.

Increased Costs - Despite major efforts to reduce costs and
increase efficiencies, the cost of maintaining and replacing
our roadways continues to rise significantly.

More Fuel-Efficient Vehicles - High fuel-efficiency cars,
like hybrids and electric vehicles, are currently paying
little or no base excise gas tax. They are contributing
only a fraction to the overall cost of road repairs.

Today, nine out of the top 15 hybrid markets in the U.S.
are located in California. As a result, less gas is sold,
which means less money is available to pay for road
repairs and maintenance.

Attachment1

California Road Charge PiIot
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The chart above shows that roadway use will continue to increase,
and that our current funding mechanism is declining significantly.
We must correct the falling funding trend as soon as possible. The
shortfall between actual roadway needs and funding availability
is already in the billions of dollars annually.

HOW SERIOUS IS THE PROBLEM?

A 2012 RAND Corporation publication states,
“Transportation funding shortfalls will grow even more
acute in the coming years as improved vehicle fuel
economy and the adoption of alternative-fuel vehicles
will reduce federal and state fuel tax revenues by billions
of dollars per year.” Because these trends will continue,
now is the best time to begin studying alternative funding
mechanisms before it is too late.

According to the 2015 Ten-Year State Highway Operation
and Protection Program Plan, Caltrans will need approx-
imately $80 billion over the next ten years to address current
and future needs of the state highway system—a projected
funding shortfall of nearly $57 billion in available revenue.



WHAT IS THE GOAL OF AN IDEAL FUNDING SOURCE

An ideal funding source for roadway maintenance would

be equitable (fair to everyone), sustainable (reliable and
stable over time), and support future innovation. California’s
reliance on the gas tax is clearly unsustainable.

WHAT ARE SOME FUNDING OPTIONS?

Increase the Gas Tax: Increasing the state gas tax
is simple, and the option is certainly available.

Could it be done? Yes, it could be done in the short term,
but attempts to raise the gas tax have been unsuccessful
for more than 20 years.

Could it raise enough money? Yes, a significant increase
could generate the needed short-term funding, but as more
fuel-efficient and electric vehicles use the roads, this option
would not raise the necessary funding without frequent
increases. Due to the widening differences in contributions
by vehicles of varying fuel economies, this option would also
place more burden of funding our road maintenance and
repair on those driving less fuel-efficient cars.

Increase the Vehicle License Fee (VLF) or the 83
Vehicle Registration Fee (VRF): By law, the VLF
and VRF are dedicated to specific activities. The VLF pays
for local government services. The VRF pays for motorist
services such as the CHP and the DMV. Currently, no VLF or
VRF funds are available for maintenance or preservation of
our roadways.

Could it be done? Yes, but it would likely be very publicly
and politically unpopular. California voters have repeatedly
turned this option down at the polls. Also, a VLF or VRF
increase doesn't account for actual road usage. A motorist
who drives 2,000 miles per year pays the same amount as
someone who drives 20,000 miles per year.

Could it raise enough money? Yes, but the increase
would need to be set quite high (perhaps double its
current fee level), and new legislation would need to
be created to redirect a portion of the funding to road
repairs and maintenance.

Tolling: Tolls are user fees charged to drivers
who choose to drive in special express lanes
or on dedicated toll roads.

Could it be done? Not on a broad scale. Federal law
restricts tolling on existing roads and would certainly be
unpopular. Land for new toll facilities is scarce. California
has several dedicated toll roads and tolled express lanes
in metropolitan areas. Senate Bill (SB) 194 signed into law
in October 2015 expands the potential for toll facilities in
California, however tolling is predominately viewed as a
method for increasing efficiency of the system and not as
a revenue generating option. The revenues generated by
these facilities support maintenance, operations and in
some cases, debt payments of those facilities.

Could it raise enough money? No. Tolls can help build,
finance and maintain new and existing toll roads, but they
won't generate enough money to pay for the rest of the
transportation system.

Road Charge (RC): A Road Charge is a “user pays”
funding concept where drivers pay for maintenance
and upkeep of the State roadway network based on how
much they drive. This is much like water, electricity and other
utilities. The more you use, the more you pay. In the case of
RC, drivers pay for their roadway usage based on distance
they drive on public roads. This method appears to be
equitable as it charges based on road usage, regardless
of the type and fuel efficiency of the vehicle driven.

Could it be done? Yes. After 12 years of study and two pilot
programs, the state of Oregon passed legislation in 2013 to
begin transitioning from the gas tax to a RC model. Although
a California RC model would likely have some differences
from what Oregon has done, it is feasible.

Could it raise enough money? Yes, provided the rates

are set adequately and that there is an automatic indexing
mechanism to adjust the rates as needed to keep pace with
inflation and increasing road repairs and maintenance costs.
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WHAT’S HAPPENING AT THE FEDERAL LEVEL?

In December, Congress passed and the President signed
into law the Fixing America’s Surface Transportation (FAST)
Act. It is the first long-term authorization since 2005's
SAFETEA-LU, which expired in 2009.

In the FAST Act, Congress recognized the need to
explore a user fee model (road charge) as an option to
maintain the long-term solvency of the Federal Highway
Trust Fund. The enactment of the FAST Act created a
five-year, $95 million grant program which is eligible to
a state or group of states to test the design, acceptance,
and implementation of a future road charge alternative
revenue mechanism.

WHAT ARE OTHER STATES DOING?

California is not alone. At least 22 other states are
struggling with shortfalls in their transportation funding,
which is due primarily to an over-reliance on the gas tax.

Other states that have studied an RC model, such as
Oregon, Washington and Nevada are finding that RC
has the potential to deliver reliable, long-term funding
that is also fair.

IS CALIFORNIA GOING TO IMPLEMENT RC?

At this point, no decisions have been made, other than to
conduct a Demonstration Program to study the feasibility
of RC as a potential source of equitable and sustainable
funding for maintaining and preserving our roadway system.

On September 29, 2014, Governor Brown signed

SB 1077 into law. Under the requirements of SB 1077,

the California Transportation Commission (CTC) formed

a RC Technical Advisory Committee (TAC). The TAC
reviewed alternatives and developed recommendations

on the design and evaluation criteria for a RC Demon-
stration Program, presenting them to the Secretary of the
State Transportation Agency (CalSTA) in December 2015.
Based on the recommendations of the TAC, by July 1, 2016,
CalSTA will implement a Demonstration Program to identify
and evaluate issues related to the potential implementation
of a RC program in California. CalSTA will report on the
results of the Demonstration Program to the CTC and
Legislature prior to June 30, 2017.

HOW MUCH DOES THE AVERAGE DRIVER PAY FOR ROADS ANNUALLY?

The average California driver pays $310 per year in gas
taxes (which includes federal, state and local gas and

sales taxes). The total gas tax is about 60 cents per gallon.
Only the base excise gas tax (18 cents per gallon) goes

to road repairs and maintenance. The remaining 42 cents
per gallon is split among major roadway expansion and
rehabilitation, local needs and mass-transit projects.

Average Annual Cost of Select Items

(] Cable $1,476
Cell Phone $1,200
1
I.] Coffee $853
éi Gas Taxes
$310
The amount the average California driver pays to support

maintenance and repair of our roadways is significantly
less than what they spend for other necessities.

a

High-speed Internet $1,080

¢

TAC PILOT RECOMMENDATIONS:

* 5,000 participants statewide — include a broad cross-
section of individuals, households, businesses, and
at least one government agency.

Diversity in vehicle types — vehicles reflective of
the fleet currently using California’s road network.

Commercial and State account managers — offer
drivers a choice in account managers.

Multiple mileage reporting methods — offer drivers
a choice in either manual or automated mileage
recording methods including one which does not
require any mileage reporting.

Protect privacy — pilot should feature specific
governance, accountability, and legal protection
approaches for protecting privacy.

Ensure data security — the pilot will test ten
data security features.




A STEP BY STEP PROCESS FOR VOLUNTEERS

Road Charge

Activity Timeline | STEPT: |

SignUpTo Accept Your
Volunteer Formal
Invitation

Pilot Development
January 2016

Live Pilot
July 2016

Final Report
to Legislature
June 2017

Recommendations

to Legislature
December 2017

KEY QUESTIONS ABOUT RC

How does the California RC pilot work?
The California RC pilot is a field trial of road charging
concepts. Volunteers throughout California will test various
road charging methods to identify and evaluate issues related
to the potential implementation of a RC program and to
assess the potential for mileage-based revenue collection for
California’s roads and highways as an alternative to the gas tax
system. At a minimum, the pilot will:
1. Analyze alternative means of collecting road usage
data, including manual alternatives that do not rely
on electronic vehicle location data.

2. Collect a minimum amount of personal information
including location tracking information, necessary
to implement the road charge program.

3. Ensure that processes for collecting, managing,
storing, transmitting, and destroying data are in place
to protect the integrity of the data and safeguard the
privacy of drivers.

Will the pilot cost volunteers money?

No, there will be no out of pocket costs required for pilot
participants. In fact, the pilot will not actually collect fees
from participants, but will give participants the choice

of submitting a simulated payment via mail or a secure
website for testing purposes.

Does RC require a location-based device in every car?
No, a location-based device is not required for RC. California
is studying a number of ways to measure distance travelled
without location-based technology, ranging from flat annual
fees to manual odometer reading to automated reporting of
distance only (without vehicle location information).

You Report
Your Miles

Choose How  Choose Your Select Your Drive! Tell Us What
Reporting Account You Think
Technology Manager
/
Qs

What about privacy?

SB 1077 specifically requires that privacy implications are
taken into account, especially with regard to location data.
Privacy issues were addressed through the TAC process
and privacy protections will be incorporated in the pilot.

How will the RC be tested during the pilot?

The pilot will give participants several options for reporting
mileage, including several which do not require technology
in the vehicle and one which does not require any mileage
reporting. These options include:

* Time permit: Similar to a vehicle registration fee, the

participant purchases unlimited road use for a specific
period of time.

Mileage permit: The participant pre-pays to drive

a certain number of miles.

* Odometer charge: The participant pays a fee

per mile based on periodic odometer readings.

* Automated mileage reporting: In-vehicle equipment

reports mileage traveled to a third party account
manager which invoices the participant. The equip-
ment also provides an option of allowing for reporting
of general location data so the participant is credited
for travel out-of-state or on private roads. Technology
options recommended by the TAC for this option
include in-vehicle telematics, smartphone apps, and
plug-in devices for the vehicle’s OBD-Il data port

How can | volunteer for the pilot program?
Signing up for pilot is easy. Our website will step
you through the volunteer sign-up process at
www. CaliforniaRoadChargePilot.com.
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