
BUDGET AND FINANCE COMMITTEE MEETING MAY 26, 2010 

Item 3 
File 11-0655 

Departments: Controller’s Office of Public Finance (OPF), Department of Public Works (DPW), 
and Municipal Transportation Agency (MTA) 

EXECUTIVE SUMMARY 

Legislative Objective 
• The proposed resolution would (1) determine and declare that the public interest and necessity 

demand (a) repaving and reconstruction of roads, (b) rehabilitation and seismic improvement of 
street structures, (c) replacement of sidewalks, (d) installation and renovation of curb ramps, (e) 
redesign of streetscapes to include pedestrian and bicycle safety improvements, and (f) 
construction, rehabilitation and renovation of traffic infrastructure and the payment of related 
costs necessary or convenient for the foregoing purposes; (2) find that the estimated cost of 
$248,000,000 for such improvements is too great to be paid out of the ordinary annual income 
and revenue of the City and will require incurring bonded indebtedness; (3) find that the proposed 
bond is not a project under the California Environmental Quality Act (CEQA); (4) find the 
proposed bond is in conformity with the priority policies of Planning Code Section 101.1(b) and 
with the General Plan consistency requirement of Charter Section 4.105 and Administrative Code 
Section 2A.53; (5) provide for the City to declare its official intent to reimburse prior 
expenditures; and (6) waive the time limits set forth in Administrative Code Section 2.34.  

Key Points 

• The proposed $248,000,000 General Obligation (GO) Bond would be used to fund street and 
sidewalk upgrades pertaining to five programs: (1) Street Repaving and Reconstruction; (2) 
Sidewalk Accessibility Improvements; (3) Street Structures Rehabilitation; (4) Streetscape, 
Pedestrian, and Bicycle Safety Improvements; and (5) Transit Street Signal Infrastructure for the 
Municipal Transportation Authority (MTA).  

• The expenditure of GO Bond proceeds to finance any project or portion of any project will be 
subject to appropriation approval of the Board of Supervisors subsequent to completion of 
planning and any further required environmental review under CEQA for those projects.  

• On April 28, 2009 and October 15, 2010, the Board of Supervisors previously approved 
issuances of Certificates of Participation (COPs) totaling $90,000,000 to finance similar ongoing 
street improvement projects including street repaving, curb ramps and sidewalk repairs. 

Fiscal Impact 

• The proposed GO Bond is estimated to have an interest rate of 6.0 percent, resulting in a total 
debt service of $437,249,617 over 24 years ($248,000,000 in principal plus $189,249,617 in debt 
financing), or an average annual debt service of $18,218,734 per year.  

• The proposed GO Bond would result in increased Property Taxes, for a single family residence 
assessed at $500,000, averaging $37.33 annually over 24 years, after deduction for the $7,000 
homeowners exemption. 

Recommendation 

• The Budget and Legislative Analyst considers inclusion of the $148.4 million to be used for 
Street Repaving and Reconstruction and the $20.3 million to be used for MTA’s Transit Street 
Signal Infrastructure Improvements in the proposed GO Bond to be policy matters for the Board 
of Supervisors.  
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MANDATE STATEMENT & BACKGROUND 

 

Mandate Statement 
According to San Francisco Charter Section 9.118, any agreement with a term of over ten years 
or expenditures of over $10,000,000 is subject to approval by the Board of Supervisors. The 
proposed issuance of $248,000,000 in General Obligation bond debt requires the City to enter 
into an agreement which exceeds ten years and $10,000,000. 

Background 
 

Road resurfacing and reconstruction, street repairs, installation of curb ramps, pedestrian safety 
features and the repair of the City’s sidewalks and street structures have historically been funded 
with a combination of General Fund monies, State and local transportation revenues including 
Gas Tax revenues, and Federal grants. However, according to Mr. Douglas Legg, Budget and 
Finance Manager with DPW, the historical and current sources of funding for City street and 
sidewalk improvements do not provide consistent or sufficient revenues to fund such 
infrastructure projects.  

According to Mr. Legg, over the past five years, the budget for street resurfacing has averaged 
$42 million annually, which is $23.5 million less than the estimated $65.5 million which DPW, 
at this time, considers to be necessary to improve street pavement conditions. This shortfall has 
produced backlog of streets in need of repair. As a result, San Francisco’s streets currently have a 
Pavement Condition Index (PCI) score1 of 64, which is the bottom of the “good” rating range, as 
shown in Table 1 below. Without increased funding in street repairs, DPW projects that San 
Francisco’s PCI score would drop to 61, a “fair” rating, in only three years. As shown in Table 1 
below, the lower the PCI score, the higher the average cost of repairing each street block.  

Table 1: Pavement Condition Index (PCI) Scoring Descriptions 

Percent of 
SF Streets PCI Score Treatment 

Average 
Cost/Block 

19%  85 – 100  
“excellent”  

No improvement needed  $0

30%  64 – 84 
“good”  

Pavement preservation – slurry sealing or crack sealing to extend life 
of street  

$9,000

28%  50 – 63  
“fair”  

Repave � grind off and replace the top two inches of asphalt  $97,800

23%  0 – 49  
“poor”  

Reconstruction � reconstruct the street including concrete base and 
top layer of asphalt; or  
Resurface with base repair � grind off and replace the top two 
inches of asphalt and complete localized repairs to the concrete base  

$436,400; 
or

$140,000

                                                 
1 The PCI scoring system was developed by the U.S. Army Corps of Engineers to evaluate roadway conditions. 
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The City’s ten-year Capital Plan sets a goal of improving San Francisco’s streets PCI score from 
64 to 70 in ten years, or by 2021. According to Mr. Legg, increasing the City’s average PCI 
score to 70 in ten years, the City would need to appropriate $65.5 million annually, increasing 5 
percent per year. Anticipated funding from Sales Tax, local vehicle license fees, and Federal and 
State grant funds are projected to be insufficient to maintain the current condition of the City’s 
streets. Figure 1, below, illustrates the increased funding that would be needed to achieve a PCI 
score of 70 in ten years.  

Figure 1: Street Resurfacing Funding: Historic and Proposed 

 

 DPW has estimated that without additional revenue, the PCI score could fall to 54 in 10 years, 
or by 2021. 

Two years ago, on April 28, 2009, the Board of Supervisors (File 09-0404) approved the 
issuance of $42,000,000 in Certificates of Participation (COPs) to finance the same categories of 
street improvement projects, and on October 26, 2010, the Board of Supervisors (File 10-1159) 
approved the issuance of an additional $48,000,000 COPs issuance, with the main difference 
being the specific streets and locations of those projects.  

In addition to street paving needs, DPW has identified funding needs to improve sidewalk 
accessibility and condition, street structures, and pedestrian and bikeways, and the Municipal 
Transportation Agency (MTA) has identified funding needs to improve transit street signal 
infrastructure. 
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DETAILS OF PROPOSED LEGISLATION 

The proposed resolution pertaining to street and sidewalk improvements would (1) determine 
and declare that the public interest and necessity demand (a) the repaving and reconstruction of 
roads, (b) the rehabilitation and seismic improvement of street structures, (c) the replacement of 
sidewalks, (d) the installation and renovation of curb ramps, (e) the redesign of streetscapes to 
include pedestrian and bicycle safety improvements, and (f) the construction, rehabilitation and 
renovation of traffic infrastructure and the payment of related costs necessary or convenient for 
the foregoing purposes; (2) finding that the estimated cost of $248,000,000 for such 
improvements is and will be too great to be paid out of the ordinary annual income and revenue 
of the City and County and will require incurring bonded indebtedness; (3) finding that the 
proposed bond is not a project under the California Environmental Quality Act ("CEQA"); (4) 
finding the proposed bond is in conformity with the priority policies of Planning Code Section 
101.1(b) and with the General Plan consistency requirement of Charter Section 4.105 and 
Administrative Code Section 2A.53; (5) providing for the City to declare its official intent to 
reimburse prior expenditures; and (6) waiving the time limits set forth in Administrative Code 
Section 2.34.  

The proposed Safe Streets and Road Repair General Obligation Bond (GO Bond) would provide 
$248,000,000 in GO Bond fund revenues to five street and sidewalk improvement programs, 
shown in Table 2 below. Ultimately, approval of the GO Bond would be decided by a 
supermajority of San Francisco voters. The subject resolution is the first of two steps required to 
put the proposed GO Bond before the San Francisco voters in November 2011. The second piece 
of legislation, File 11-0654, which would call and provide for a special election, was introduced 
on May 17, 2011 and is currently pending in the Budget and Finance Committee.  

The use of GO Bond proceeds to finance any project or portion of any project would be subject 
to future appropriation approval of the Board of Supervisors subsequent to completion of 
planning and any further required environmental review under CEQA for those individual 
projects. 

Ms. Nadia Sesay of the Office of Public Finance (OPF) anticipates issuing the not-to-exceed 
$248,000,000 GO Bonds in three issuances between 2012 and 2016. As shown in Table 2, 
below, the estimated issuance of $248,000,000 in GO Bond would fund $244,500,000 in project 
costs for five programs, and $3,500,000 in financing costs. Attachment I to this report includes 
expanded descriptions of the five street and sidewalk improvement programs. 
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Table 2: Uses of GO Bond Proceeds 

Five Programs  Scope 

Project 
Costs 

(millions) 

Audit, 
oversight, 
& issuance 
(millions) 

Total  
(millions) 

1. Street Repaving 
and Reconstruction  

Slurry sealing, repaving, re-construction 
and new construction of approximately 
2,540 street segments 

$146.3 $2.1 $148.4 

2. Sidewalk 
Accessibility 
Improvements  

Design and construct approximately 1,900 
curb ramps citywide and improve 125,000 
square feet of City responsibility sidewalks 

21.7 0.3 22.0 

3. Street Structures 
Rehabilitation  

Rehabilitate, repair and improve aging 
street infrastructure such as bridges, 
guardrails, tunnels, viaducts, retaining walls 
and stairs. 

7.2 0.1 7.3 

4. Streetscape, 
Pedestrian, and 
Bicycle Safety 
Improvements  

Pedestrian/bicycle safety and streetscape 
improvements such as pedestrian 
countdown signals and lighting, sidewalk 
extension, bulb-outs, bicycle improvements, 
tree planting and landscaping. 

49.3 0.7 50.0 

5. Transit Street 
Signal Infrastructure  

Rehabilitate and upgrade existing traffic 
signal infrastructure to reduce travel time 
along key Muni routes and improve transit 
reliability. 

20 0.3 20.3 

 Total   $244.5 $3.5 $248.0 

With regard to the Street Repaving and Reconstruction Program, as shown above in Table 2, 
DPW anticipates that the GO Bond revenue of $146,300,000 would allow the DPW to increase 
the City’s Pavement Condition Index (PCI) score from 64 to 66 in three years. According to Mr. 
Legg, with regard to the City’s goal of achieving a PCI score of 70 in ten years, the proposed GO 
Bond would serve as a stopgap, providing the City three years to identify additional sources of 
dedicated revenue for the ongoing Street Repaving and Reconstruction Program (Program 1 in 
Table 2, above). Programs 2 through 5 would not impact the City’s PCI score. 

 

FISCAL IMPACTS 

 

According to Ms. Nadia Sesay, Director of the Office of Public Finance in the Controller’s 
Office, the proposed General Obligation (GO) Bond issuance plan calls for the issuance of the 
proposed $248,000,000 GO Bonds in three issuances (series) between 2012 and 2016. 

Attachment II, provided by the Office of Public Finance, shows the estimated debt service 
requirements for the proposed $248,000,000 GO Bond issuance. As shown in Attachment II, 
once all $248,000,000 of the GO Bond have been sold, the estimated total debt service 
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requirement between July 1, 2011 and June 30 of 2035, a period of 24 years, will be 
$437,249,617, or an average annual debt service of $18,218,734 per year ($248,000,000 in 
principal plus $189,249,617 in interest at an assumed interest rate of 6 percent).  

Charter Section 9.106 requires that outstanding General Obligation bonded indebtedness cannot 
exceed three percent of the City’s assessed value of all taxable real and personal property located 
within the City. 

As shown in Attachment III, provided by Ms. Sesay, the City’s total General Obligation debt 
capacity is currently $4,735,979,441 or three percent of the City’s estimated net assessed 
property valuation of $157,865,981,382 for FY 2010-2011. As of May 22, 2011, the City had 
$1,481,159,429 in outstanding General Obligation bonds or approximately 0.94 percent of the 
net assessed property valuation. With the addition of the proposed $248,000,000 in General 
Obligation Bonds, outstanding bonds would be $1,729,159,429. As shown on Attachment III, 
based on this outstanding principal amount, without the consideration of other bond issuances, 
the $1,729,159,429 in outstanding principal represents 1.10 percent of the net assessed valuation 
of $157,865,981,382 ($1,729,159,429 ÷ $157,865,981,382) with available debt capacity of 
$3,006,820,012.  

Impact on Property Taxes 

The proposed $248,000,000 GO Bond principal and the estimated $189,249,617 of related 
interest expense, would be repaid from increased Property Taxes on all property owners in the 
City. Attachment II illustrates the impact of the proposed GO bond debt service requirements on 
Property Taxes. Authorization of the proposed bond funds would result in increased Property 
Taxes, for a single family residence assessed at $500,000 of $37.33 annually after deduction for 
the $7,000 homeowner’s exemption. Pursuant to Chapter 37 of the Administrative Code 
(Residential Rent Stabilization and Arbitration Ordinance), residential landlords who are subject 
to rent control would be permitted to pass through 50 percent of the Property Tax increase to the 
tenants in buildings constructed after 1979. 

According to Ms. Sesay, the timing of the issuance of the proposed GO Bonds would occur such 
that increases in Property Taxes from the proposed GO Bonds would be offset by reductions in 
Property Taxes as the City’s existing GO Bonds are being redeemed. Therefore, according to 
Ms. Sesay, the City’s projected Property Tax rates to be assessed to residential and commercial 
property owners should remain at or below the FY 2005-06 Property Tax rates. Figure 2 below 
provided by DPW, illustrates the expected impact of the proposed GO Bond (shown in gray) on 
the City’s projected Property Tax rates, assuming no additional GO Bond debt is issued by the 
City. 
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Figure 2: Impact of Proposed GO Bond on City Property Tax Rates 
 

 
Source: DPW  
 
According to Mr. Legg, $3 to $4 million in General Fund monies will be included in DPW’s 
FY 2011-2012 budget for Sidewalk Accessibility Improvements, one of the programs that 
would be funded under the proposed GO Bond issuance. Mr. Legg advises that if the proposed 
$248,000,000 GO Bond is approved by the San Francisco voters in November 2011, $3 to $4 
million of the GO Bond fund revenues would be subsequently appropriated, subject to Board 
of Supervisors approval, to reimburse the General Fund revenues which were advanced for the 
Sidewalk Accessibility Improvements.  
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POLICY CONSIDERATIONS 

 
The Subject Resolution Is the First of Two Steps Required to Put the  

Proposed GO Bond Before the Voters in November 2011 
 

As is noted above, the subject resolution is the first of two steps required to put the proposed GO 
Bond before San Francisco voters in November 2011. According to Mr. Legg, if the Board of 
Supervisors approves the subject resolution, the Board of Supervisors will be requested to 
approve File 11-0654, an ordinance calling for and providing for a special election to be held in 
the City on November 8, 2011. File 11-0654 was introduced on May 17, 2011 and is currently 
pending in the Budget and Finance Committee. 

 
The Proposed GO Bond, in Itself, Is Insufficient to Achieve the  

City’s Ten-Year Goal of a Pavement Condition Index (PCI) Score of 70,  
Without an Eventual Increase in Additional Dedicated Funding 

As noted in the DPW’s “2011 Road Repaving and Street Safety Bond” report, if the proposed 
GO Bond is approved by the Board of Supervisors and then by San Francisco’s voters on 
November 8, 2011, DPW estimates that the City’s PCI score would be increased from 64 to 66. 
According to Mr. Legg, following the three years of proposed GO Bond funding, the City would 
need to identify a dedicated funding source to continue funding streets at a level that would allow 
the City to achieve a PCI score of 70 by 2021, a goal established in the City’s ten-year Capital 
Plan.  

Therefore, although the proposed GO Bond funds would expend $146.3 million (see Table 2 
above) on street repaving and reconstruction, such funds are insufficient for the City to achieve 
its goal of a Pavement Condition Index (PCI) score of 70. 

 
Instead of Using the Proposed GO Bonds, the Municipal Transportation Authority 
(MTA) Could Finance the Transit Street Signal Infrastructure Improvements with 
an SFMTA Debt Instrument If and When the MTA’s Financial Condition Improves 

 

Proposition A, approved by voters in 2007, authorized the MTA  

“to issue or cause to be issued bonds, notes, certificates of indebtedness, commercial 
paper, financing leases, certificates of participation or any other debt instruments.… 
provided 1) the Controller first certifies that sufficient unencumbered balances are 
expected to be available in the proper fund to meet all payments under such obligations 
as they become due; and 2) any debt obligation, if secured, is secured by revenues or 
assets under the jurisdiction of the Agency.” 

Therefore, the MTA has the authority to incur debt for its own projects. Based on calculations by 
the Budget and Legislative Analyst, the average annual debt service for the MTA’s proposed 
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$20,300,000 (see Table 2 above) Transit Street Signal Infrastructure Project, including principle 
and interest, is estimated to cost $1,349,752 of the $18,218,734 average annual debt service cost 
for the proposed $248,000,000 GO Bond issuance.  

According to Ms. Sonali Bose, Chief Financial Officer for the MTA, despite the Passage of 
Proposition A in 2007, the MTA has been unable to issue any voter authorized debt instruments 
because of the MTA’s financial condition. Furthermore, Ms. Bose notes “we will not be able to 
issue any debt instrument for the foreseeable future unless MTA addresses its operating deficit.”  

Because the MTA has its own debt authority for which to finance the cost of the Transit Street 
Signal Infrastructure Improvements – irrespective of the MTA’s current financial standing – the 
Budget and Legislative Analyst considers inclusion of the $20,300,000 for Transit Street Signal 
Infrastructure Improvements in the proposed GO Bond to be a policy matter for the Board of 
Supervisors.  

 
The Budget and Legislative Analyst Considers Pay-As-You-Go to be a More 

Appropriate Approach than Long-Term Bond Financing for Street Repaving and 
Reconstruction Improvements 

The Budget and Legislative Analyst notes that long term debt, including GO Bonds, is typically 
issued to finance large one-time capital improvement projects such as (a) the construction of new 
City buildings, (b) the acquisition of new equipment, or (c) the significant remodeling of existing 
assets such as Laguna Honda Hospital or San Francisco General Hospital, and that long term 
debt, including GO Bonds, is not typically issued for projects which are routine and/or ongoing 
in nature and which simply extend the life of existing assets.  

The DPW considers that all of the proposed street improvement projects are capital 
improvements, and are not ongoing or routine maintenance. Although the proposed Street 
Repaving and Reconstruction program (see Table 2 above) is not considered by DPW to contain 
ongoing or routine maintenance projects, the Budget and Legislative Analyst notes that the same 
types of projects will likely be required for other streets which are not included in the proposed 
GO Bond financing.  

The Budget and Legislative Analyst considers the proposed $148.4 million in GO Bonds for 
Street Repaving and Reconstruction projects to be routine and ongoing when considering the 
entirety of the City’s street system, and therefore finds that such projects would be most 
appropriately financed on a pay-as-you-go basis, without the issuance of the proposed GO 
Bonds, which will result in long term debt to the City. Therefore, the Budget and Legislative 
Analyst considers approval of the proposed ordinance to be a policy matter for the Board of 
Supervisors. 
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RECOMMENDATION 

 

The Budget and Legislative Analyst considers inclusion of the $148.4 million to be used for 
Street Repaving and Reconstruction and the $20.3 million to be used for the Municipal 
Transportation Agency’s Transit Street Signal Infrastructure Improvements in the proposed GO 
Bond to be policy matters for the Board of Supervisors.  
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