FILE NO. 150153

Petitions and Communications received from February 2, 2015, through February 13,
2015, for reference by the President to Committee considering related matters, or to be
ordered filed by the Clerk on February 24, 2015.

Personal information that is provided in communications to the Board of
Supervisors is subject to disclosure under the California Public Records Act and
the San Francisco Sunshine Ordinance. Personal information will not be redacted.

From Komal Panjwani, regarding Urban Forest general plan amendments. File No.
141264. Copy: Each Supervisor. (1)

From concerned citizens, regarding vape lounges. 2 letters. Copy: Each Supervisor. (2)

From Christopher Heinmiller, régarding vector control program. Copy: Each Supervisor.

3)

From Zbigniew Boyfrendt, regarding police misconduct. Copy: Each Supervisor. (4)
From Controller, regarding Population Health report. Copy: Each Supervisor. (5)
From Sue Todd, regarding public littering. Copy: Each Supervisor. (6)

From Gerri Hayes, regarding free Muni for seniors. Copy: Each Supervisor. (7)

From Controller, regarding compliance audit reports of BAE Systems San Francisco Ship
Repair and Scoma’s Restaurant. Copy: Each Supervisor. (8)

From Controller, issuing report titled “Assisting Homeowners with Troubled Mortgages.”
Copy: Each Supervisor. (9)

From Ana Sophia Mifsud, regarding female bicycle ridership. Copy: Each Supervisor."
(10)

From Max Dupont, regarding the Judge Judy Show. Copy: Each Supervisor. (11)
From Allen Jones, regarding racism. Copy:-Each Supervisor. (12)
From Max Schweitzer, regarding homeless plan. (13)

From David Nadler, regarding bicyclists in the pedestrian diversion. Copy: Each
Supervisor. (14)

From concerned citizen, regarding SFERS hedge fund investment. Copy: Each
Supervisor. (15)



From Controller, submitting citywide payroll operations audit report. Copy: Each
Supervisor. (16) ‘

From Luke Bornheimer, regarding home sharing legislation. Copy: Each Supervisor.
(17)

From concerned citizens, regarding sale of ivory to California. 3 letters. Copy: Each
Supervisor. (18)

From Controller, regarding follow-up of 2012 assessment of the Community Assistance
Program. (19)

From concerned citizens, regarding fires on Ocean Beach. 2 signatures. Copy: Each
Supervisor. (20)

From John Cash, regarding the homeless in Portsmouth Square. Copy: Each
Supervisor. (21)

From City Administrator, submitting 2014 report on Slavery Era Disclosure Ordinance.
Copy: Each Supervisor. (22)

From concerned citizens, regarding Vision Zero. 3 signatures. Copy: Each Supervisor.
(23)

From Controller, submitting FY2014-2015 six-month budget status report. Copy: Each
Supervisor. (24)

From Beverly Dobrus, regarding ratepayer advocate seat on the SF Public Utilities
Commission. Copy: Each Supervisor. (25)

From Aaron Goodman, regafding Google and Genentech buses and safety. Copy: Each
Supervisor. (26) ‘

From Controller, issuing Government Barometer - Quarter 2, FY2015. (27)
From Assessor-Recorder, submitting 2014 Annual Report. (28)

From Police Commission, submitting response to Three Point Plan for Police Practices.
Copy: Each Supervisor. (29)

From Recreation and Parks, submitting 2" quarter report for FY2014-2015 Lead
Poisoning Prevention plan. Copy: Each Supervisor. (30)



From: Board of Supervisors (BOS) [board.of.supervisors@sfgov.org]
Sent: Wednesday, February 04, 2015 9:21 AM

To: BOS- isors
Subject: ~TFile 141264FW: Support for BoS Agenda Item 23 File No. 141264

From: Komal Panjwani [mailto:komal@sfbeautiful.org]
Sent: Tuesday, February 03, 2015 2:27 PM

To: Board of Supervisors (BOS)

Subject: Support for BoS Agenda Item 23 File No. 141264

Dear Supervisors,
| am writing on behalf of SF Beautiful, in support of Urban Forest Plan, Item 23 on today's Agenda.

The Phase | of Urban Forest Plan on Street Trees and its recommendations will be beneficial to the
long term increase and maintenance of trees on our public streetscape.

By reversing the responsibility of installation and maintenance of street trees from property owners
to the City will help relive the pressure on the SF's residents and business owners and will also
ensure state of the art maintenance procedures are utilized to ensure the upkeep and longevity of
street trees. :

Since its conception, San Francisco Beautiful has been on the forefront of trees. We launched the
first citywide tree planting program in the 1970s, planting the seed for the Friends of the Urban
Forest. We also supported the passage of the 1998 ordinance which required the Department of
Public works to notice adjacent property owners and other interested organizations prior to
removing a street tree. The ordinance also established an appeal process for tree removal and a
permitting process for community members interested in planting or removing street trees.

We urge you to codify this comprehensive vision for the care and management of the city’s street |
trees into the General Plan.

Best,

Komal Panjwani
Policy Manager

San Francisco Beautiful
100 Bush Street, Suite 1812

San Francisco, CA 94104
(415) 421-2608 | komal@sfbeautiful.org

This e-mail message may contain confidential and/or privileged information. If you are not an addressee or otherwise authorized to receive this message, you
should not use, copy, disclose or take any action based on this e-mail or any information contained in the message. If you have received this material in error,
please advise the sender immediately by reply e-mail and delete this message. Thank you.



From: Board of Supervisors (BOS) [board.of.supervisors@sfgov.org]

Sent: Wednesday, February 04, 2015 9:26 AM
To: ’ BOS-Supervisors
Subject: FW: Vape Lounges

----- Original Message-----

From: michaelrussom@sbcglobal.net [mailto:michaelrussom@sbcglobal.net]
Sent: Wednesday, February 04, 2015 9:18 AM

To: Board of Supervisors (BOS)

Subject: Vape Lounges

Members of the Board:

Please stop approval of vape lounges in San Francisco. The health effects of vaping and the
support some of you have shown for big tobacco's seduction of young people into nicotine
addiction is atrocious! Please nip this in the bud!

Sincerely,

Michael Russom

Sent from my iPhone
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From: Board of Supervisors (BOS)
To: BOS-Supervisors
Subject: FW: (Opposition to the “vape shop” at 1963 Ocean Ave.)

From: Ellen Wall [mailto:ewall@ccsf.edu]

Sent: Sunday, February 08, 2015 1:20 PM

To: BOS Legislation (BOS); Board of Supervisors (BOS); Yee, Norman (BOS)
Cc: elien.hegman@agmail.com

Subject: (Opposition to the “vape shop” at 1963 Ocean Ave.)

Support of appeal of the Conditional Use Authorization for Case No. 2014.0206C.
(Opposition to the “vape shop” at 1963 Ocean Ave.)

From: Ellen Wall

CCSF English Department, Emeritus

225 Edna Street

ewall@ccsf.edu

To:

bos.legislation@sfgov.org

Board.of.Supervisors@sfgov.org

Norman.Yee@sfgov.org

| support the appeal and oppose the opening of the vape shop that would sell e-cigarettes, e-liquids (the
flavored nicotine liquids used to create the "vapor"), and other tobacco paraphernalia.

| was horrified when a friend told me about this legislation. | want to tell you how | first learned about e-
cigarettes. | was at a party chatting with friends when | started non-stop sneezing. Tears rolled down my
cheeks and | gasped for breath. | quickly got a tissue and began blowing my nose and looking around for what
could be causing the problem. | saw a man sucking on a small tube. Is that a cigarette | asked him. “No,” he-
said quite defensively, “there’s no tobacco in it.” How about mint, vanilla and other flavors? “Probably,” he
said. | responded with anger as | walked out of the party: burning herbs is enough to kill both of us and other
sensitive people.

My reaction had not occurred for many years — then from someone standing behind me smoking a menthol
cigarette. When | turned, sneezing, she apologized for smoking and threw away her cigarette.



| can’t believe the people of San Francisco, who have worked so hard to create smoke-free areas, want to
return to this horror. Please refer this matter to the Health Department. The health of San Franciscans is not
the purview of the Planning Department.

Sincerely,

Ellen Wall
225 Edna Street

San Francisco, CA 94112

ewall@ccsf.edu



From: Chris Miller [cheinmiller@gmail.com]

Sent: Wednesday, February 04, 2015 10:21 AM

To: Avalos, John (BOS); Breed, London (BOS); Campos, David (BOS); Christensen, Julie (BOS);
Cohen, Malia (BOS); Farrell, Mark (BOS); Kim, Jane (BOS); Mar, Eric (BOS); Tang, Katy
(BOS); Wiener, Scott; Yee, Norman (BOS); Law, Ray (BOS); Board of Supervisors (BOS)

Subject: Re: Failure to Enforce

Attachments: DSC04617.JPG; 100_0582.JPG; 100_0584.JPG; 100_0587.JPG

Dear President and Board of Supervisors:

We asked our children what their New Year's resolutions were, and by no power of suggestion from us, you will
find attached what our 9 year old daughter wrote. We had another instance with her months ago where we had
to flee to hotels for nine days. Upon her Mom driving her to school from a Milpitas hotel one of the mornings,
our daughter, Anastasia, was in the backseat of the car in tears.

"What's the matter, Anastasia?" her Mom asks. Her response, "I'm just worried Daddy's is going to have to go
to the hospital.”

I have to admit; I even wondered the same some mights as I am allergic to mites.

What I wonder even more from a humane perspective is why Supervisor Katy Tang, nor the SF DPH, have still
not taken appropriate measures. There are young children here. We urge her office, including the board as a
whole, to please have the Department of Public Health provide proper assistance with our vector issue.

Sincerely,

Christopher Heinmiller
415-335-2545



o
i

o







.

.

o

N

S







.. ’ -
—

From: , Board of Supervisors (BOS)
To: \ BOS-Supervisors
Subject: FW: What are civilians supposed to do with bad police?

From: Zbigniew Boyfrendt [mailto:yourspookybf@yahoo.com]
Sent: Wednesday, February 04, 2015 2:36 PM

To: Board of Supervisors (BOS)

Subject: What are civilians supposed to do with bad police?

The City and County of San Francisco is currently facing a federal civil rights lawsuit over a prior
incident in which Sergeant Brian Stansbury and two of his colleagues allegedly engaged in racial
profiling during a traffic stop with an off-duty African-American police officer in 2013.

Police can't be fired? What would a cop have to do to be proven bad enough at theifjob to be
relieved of duties?




From: Reports, Controller (CON)
Sent: Wednesday, February 04, 2015 2:52 PM
To: Calvillo, Angela (BOS); Gosiengfiao, Rachel (BOS); BOS-Supervisors; BOS-Legislative Aides;

Kawa, Steve (MYR); Howard, Kate (MYR); Falvey, Christine (MYR); Elliott, Jason (MYR);

Steeves, Asja (CON); Campbell, Severin (BUD); Newman, Debra (BUD); Rose, Harvey

(BUD); sfdocs@sfpl.info; CON-EVERYONE; CON-CCSF Dept Heads; CON-Finance Officers
Subject: Issued: Benchmarking Report: Population Health

The City and County of San Francisco Charter requires the Controller’s Office City Services Auditor (CSA) to
compare the cost and performance of San Francisco government services with other cities, counties, and
public agencies. As a part of its ongoing City Services Benchmarking series, the CSA compared San Francisco
to thirteen peer counties on twenty-two measures of population health. Most metrics were previously identified
as strategic priorities by the Department of Public Health, Population Health Division. Where applicable, the
report also shows performance against national Healthy People public health goals.

San Francisco ranked best or among the best in its peer group at many measures of general health. It enjoys
the lowest smoking, obesity, and breast cancer mortality rates among its peers, and it ranked among the best
for level of physical activity, air quality, food security, and pre-term births.

At the same time, vulnerable sub-populations showed worse health outcomes than peers. San Francisco’s
African-American population showed much higher mortality rates than most peers, and on two of three
measures of African-American health, San Francisco had the widest disparity between the health of the black
and general populations. San Francisco also diagnoses new cases of HIV at a rate three times higher than the
state’s second highest county.

To view the report, please visit our website at: http://openbook.sfgov.org/webreports/details3.aspx?id=1876

This is a send-only e-mail address.

For questions about the report, please contact Ryan Hunter, Performance Analyst, at 415-554-7533 or
ryan.hunter@sfgov.org.

Follow us on Twitter @SFControlier
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City Services Benchmarking: Population Health
CITY AND COUNTY OF SAN FRANCISCO
OFFICE OF THE CONTROLLER ' February 4, 2015

Summary

The City and County of San Francisco Charter requires the City Services Auditor {(CSA) to monitor the level and
effectiveness of City services. Specifically, CSA shall review performance and cost benchmarks and conduct
comparisons of the cost and performance of San Francisco City government with other cities, counties, and
public agencies performing similar functions.

This report compares the general health of the population of San Francisco to that of thirteen other peer
counties. Most metrics have been previously identified as strategic priorities by the Department of Public
Health, Population Health Division. Where applicable, San Francisco’s performance is also shown against
hational Healthy People public health goals.

Peer counties

Califgrnia N_gn-CaIifornia
Alameda | Denver,CO -
Los Angeles District of Columbia
Orange | Hennepin, MN (Minneapolis)
Sacramento King, WA (Seattle)
SanDiego | Philadelphia,PA
Santa Clara Suffolk, MA (Boston)
| Travis, TX (Austin)

Highlights

San Francisco ranks best or among the best in its peer group at many measures of general
health. It enjoys the lowest smoking, obesity, and breast cancer mortality rates among its peers
and ranks among the best for level of physical activity, air quality, food security, and pre-term
births.

While the health of the general population is robust, San Francisco’s African-American
population shows higher mortality rates than most of its peers. On two of three measures of
African-American health, San Francisco has the widest disparity between the health of its
African-American and general populations.

No California county diaghoses more new HIV cases than San Francisco. The rate of new HIV
diagnoses is almost three times higher in San Francisco than in the second highest county, Los

Angeles.

San Francisco has a lower rate than its peers in cycling fatalities but a higher rate of cycling
injury and pedestrian fatalities and injuries.

San Francisco performs as well as or better than at least half of its peers on 13 of the 21
performance measures examined in this benchmarking report.
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Agency profile: San Francisco Department of Public Health, Population Health Division

The mission of the San Francisco Department of Public Health (DPH) is to protect and promote the health of all
San Franciscans. With an annual budget exceeding $1.7 billion, DPH is the City’s largest department,
representing 23% of the City’s total expenditure. It is governed by the San Francisco Health Commission, whose
members are appointed by the Mayor.

DPH’s Population Health Division (PHD) is responsible for a wide spectrum of traditional public health services,
including disease prevention and control, emergency preparedness, HIV research, health permitting and
inspection, and health equity improvement. PHD had a FY2014 budget of $49 million, or 3% of DPH'’s total
budget. The San Francisco Health Network {(SFHN) receives most of DPH’s budget to run the City’s two hospitals,
a network of primary care and mental health clinics, and managed care. SFHN also provides additional
population health services on HIV and Maternal, Child, and Adolescent Health that total $52 million per year, for
a total annual investment in population health of $101 million.

Gity and County of San Francisco San Francisco Department of Public Health
Total Budget

Population

Health

Division
[549M

\Other

Population
Health
Services
$52Mm

Sources: Mayor's Budget Book 2014, Population Health Division self-reports
in June 2014, PHD published a Strategic Plan that identified
seventeen Headline Indicators to track key results the
department hopes to achieve in the following areas:

¢ Safe and Healthy Living Environments Population Health Division Mission

e Healthy Eating and Physical Activity

e Access to Quality Health Care and Services Drawing upon community wisdom and

e Black/African-American Health science, we support, develop, and

e Mother, Child, and Adolescent Health implement evidence-based policies,

e Health for People at Risk and Living with HIV practices, and partnerships that

protect and promote health, prevent

This benchmarking report compares San Francisco’s disease and injury, and create
performance on PHD’s Headline Indicators to that of peer sustainable environments and resilient
counties in California and the United States. communities.
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Healthy People 2020

The Healthy People initiative provides 10-year national objectives for improving the health of the United States
as a whole. The program is led by the US Department of Health and Human Services, Office of Disease
Prevention and Health Promotion, and targets are set by a federal interagency workgroup. The current version
of the program, Healthy People 2020, includes over 1,200 objectives in 42 topic areas (US Department of Health
and Human Services).

Most of the metrics presented in this report map to one of the Healthy People objectives. Where possible, this
report uses the same data source and definition as the federal objective. Graphs on the following pages display
both national baselines, indicating the value of the indicator nationally in 2010, and national targets, indicating
the national goal by 2020. Healthy People goals are for the United States as a whole, including rural and
suburban areas with different strengths and challenges than San Francisco’s.

More information about the Healthy People initiative is available at www.healthypeople.gov.

Peer jurisdictions

Benchmarking is a process in which an organization compares its performance to the performance of other
similar agencies, or “peers.” This section briefly describes how the City and County of San Francisco compares as
a whole to the peers selected for this analysis.

Because most state and federal health data is reported at the county level, we compare San Francisco with other
counties. The chart below shows the six California and seven non-California peer counties benchmarked. San
Francisco is the only joint city-county government in California; three peers from outside California jointly
provide city and county services.

Peer counties

. . Poverty | Median household
. . Population Density .
Principal city 013 2013 pop per mi’ rate income
; 2008-12 2008-12
San Francisco* | San Francisco | 837,442 | 132% | 73802
Alameda Oakland 1,578,891 12.0% §71,516
LosAngeles  |LlosAngeles | 10017068| 2460 | 171% |  ¢56241
| Orange Anaheim, 3,114,363 3,939 11.7% $75,566
Santa Ana
[ sacramento | sacramento | 1462131 | 1516 | 165% |  $55.846
, San Diego San Diego 3,211,252 763 13.9% $63,373
| |SantaClara SanJose | 1,862,041 | 1443 | - 97%% | s%047
649,495 4,245 18.9% $49,091
) N R 5%2 | e |
£ Hennepm MN Minneapolis | 1,198,778 2,165 12.6% $63,559
S  |Seattle | 2044449 | @ 966 | 109% _] _ S1ans
é Phlladelphla PA* Phlladelphla ; 1553 165 ; 11,582 26.2% $37,016
 Suffolk, MA_ |Boston | 503 12992 | 207% | 552,700
Travis, TX | Austin 1,120,954 1,132 | 17.4% $56,403

* indicates joint city-county government. The District of Columbia is neither a city nor county, but performs functions of both.
Source: US Census Bureau
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Local health departments (LHDs) provide indirect benefits to the entire population. For example, monitoring and
mitigating air pollution contributes to clean air, lower rates of respiratory disease, and general well-being.
Inspection of food facilities potentially decreases disease among anyone who buys food in San Francisco. Unlike
other reports in the Controller's benchmarking series, this report discusses the general health of all San
Francisco residents, not direct service levels. The indicators benchmarked here show long-term outcomes that
public health programs aim to affect. A future report could compare the types of services provided by the San
Francisco Public Health Department with those provided by other LHDs.

Many different factors drive population health outcomes: age, geography, state and local law, socioeconomic
variables, social norms, and racial diversity, to name a few. A consistent challenge for the benchmarking
program is that every county and municipality is unique: San Francisco is the smallest and densest county in the
peer group, and it enjoys above-average income and below-average poverty. Nevertheless, each of the counties
in the peer group bears similarities to San Francisco in terms of size, diversity, income and poverty, and other
characteristics. For a full description of peer selection methodology, see the appendix.

Comparisons are by county. Where non-California county names differ from the name of their principal city, the
city’s name is given in parentheses for clarity. California counties are presented in blue; non-California counties
are presented in red; San Francisco is presented in yellow. Data sources are briefly indicated with each chart; the
appendix maps benchmarked metrics to PHD Headline indicators and gives fuller data definitions and source
information.

National baselines and targets refer to Healthy People 2020. Note that these values are for the nation as a
whole, including suburban and rural areas. Baselines were set in 2010, and targets are meant to be achieved by
2020. Unless otherwise noted, metrics use the same source data as Healthy People targets. In some instances,
these data sources differ from those used by PHD in their strategic plan.
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Gtywide health
Heaith insurance coverage and cost of care

According to the US Census
Bureau, 86% of San
Franciscans below v
Medicare eligibility age had 18% O
health insurance coverage r

in 2011, placing the county
ahead of most California
counties and the national
average but well behind
several other jurisdictions.
The most recent data are
from before full
implementation of the

Insurance coverage drives access to affordable care

17%

16% 0
D Philadelphia
O

Sarramento

15% : Travis {Austin)

14%

Affordable Care Act (ACA),

which requires most San Diego
Americans to have health os.

. 13%

insurance coverage and O

has driven a rapid increase Orange

in insurance enrollment 12%

nationwide. Suffolk
County, Massachusetts, 11%

Residents who could not afford care

@

leads the peer group in = ’
insurance enrollment. " § San FE‘"S“’

10% <]
M assachusetts = King (%_fame Suffolk {Boston)
implemented health care S ennepin (Minnea ]
reform similar to the ACA a% L=
in 2006. =2 District of Coluymbia

74% 75% 78% 80% 82% 84% 86% 88% 90% 92% 94%

Health insurance coverage Insured population {under age 65)

is shown below on a

ScatterplOt with the Sources; US Census Bureau, Small Area Health Insurance Estimates 2011; COC Behavioral Risk Factor
percentage of the Survelllance System 2006-2012

population who reported

that they were unable to visit a doctor due to cost. The high correlation between these two factors (r* = 0.77)
shows that increased insurance coverage reduces financial barriers to care.

The San Francisco Department of Public Health administers a health care coverage program called Healthy San
Francisco (HSF) that allows uninsured residents to access affordable health care in San Francisco. HSF is not
health insurance. The primary difference between HSF and insurance is portability: HSF enrollees are not
covered outside of San Francisco. HSF coverage is not shown on the graph; DPH estimates that 94% of San
Franciscans were covered by either insurance or Healthy SF in 2011 (Strategic Plan).

Under the ACA, many HSF enroliees will purchase health insurance through Covered California, decreasing HSF

enroliment. However DPH estimates that 20,000 San Franciscans will still lack insurance. HSF will continue to
provide health services to those not covered by the ACA, such as undocumented immigrants.
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Physical activity and obesity

San Franciscans are more physically active and less ohese

28%

fd
(2]
~Q
&

24%

T 22%

[l

20%

Physically inactive people

District of Columbia
18% Los Angeles

Hennepin (Minneapoli

16%
San Francis

14% []Denver

Suffolk (Boston)

[]
. @@ [@San Diego

Philadelphia[ ]

O

Sacramento

14% 16% 18% 20% 22% 24% 26% 28% 30%

Adult obesity

Nine percent of SF residents struggle to find food

15% Nrat‘icnal baseline

10%

5%

Food insecure households

0%

Sources: CDC Behavioral Risk Factor Surveillance 2010; US Census Bureau;
Current Population Survey, Food Security Supplement 2013
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The graph at left shows the proportion of
the population with no leisure time
physical activity and the proportion that is
obese (has a body mass index greater than
30 kg/m?). These data come from a
national telephone survey conducted by
the CDC.

San Franciscans were the least obese and
second most physically active in the peer
group. San Francisco’s rate of physical
activity puts it in line with neighboring
counties Alameda and Santa Clara, but
with a much lower corresponding obesity
level.

All the peer counties except Philadelphia
surpassed both the Healthy People targets
(not shown) for physical activity (less than
32.6% inactive) and obesity (less than
30.5% obese).

Food insecurity

When a household cannot reliably secure
adequate food, it is called food insecure.
The graph at left shows households with
“low” and “very low” food security, based
on a survey by the US Census Bureau that
asks about skipping meals, food
affordability, hunger, and unwanted
weight loss.

Food insecurity tracks closely with
poverty. Orange, San Diego, San Francisco,
and King counties all had among the
lowest poverty rates and food insecurity in
the data set (see page 6). At 9% food
insecure, San Francisco still falls short of
the ambitious Healthy People goal of 6%
by 2020.

Food access is also impacted by state and local variation in implementation of federal programs like the
Supplemental Nutrition Assistance Program (food stamps) as well as the availability of community-based free

food resources like food pantries.
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Smoking and air quality

Annual days with good air quality

Adult smoking rate

San Francisco's air quality best among California peers

350

e [ 43}
[ 7] o
S o o

ot
Ut
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50

San Francisco has lowest smoking rate among peers

25%

20%

15%

10%

5%

0%

Hennepin (Minneapolis)

District of Columbia
Philadelphia

Suffolk (Boston)

Travis (Austin]
King (Seattle]

National baseline

National target

in ": P m

(Seattle)
ravis (Austin)

uffolk (Boston) |

King

Hennepin (M

Sources: US EPA Air Quality Index 2013; Behavioral Risk Factor Surveillance Sys

District of Columbia |

tem 2006-2012

Philadelphia |
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PHD’s Environmental Health
department includes the Air
Quality, Smoking, and
Tobacco program, charged
with limiting air-based
pollutants, enforcing local
restrictions on tobacco sales
and public smoking, and
working with other local
agencies to control stationary
sources of air pollution. San
Francisco has passed and
subsequently expanded many
laws to restrict smoking over
the past two decades.

The US Environmental
Protection Agency publishes
the daily -level of air
pollutants around the
country; the graph at left
shows the number of days in
2013 that each county’s Air
Quality Index rating was
“good” (the best on a five-
point scale). San Francisco
had “good” quality air more
than two-thirds of the time —
considerably more often than
any of its California peers.

The overall Air Quality Index
may mask variation in air
quality within a county. For
example, although San
Francisco’s air quality is
generally better than that of
peer counties, the Bay Area

Air Quality Management District identified the eastern half of the city, particularly Bayview-Hunter’s Point, as
especially vulnerable to air pollution {(Martien).

Smoking and secondhand smoke also affect the quality of a city’s environment. In general, benchmarked
counties in California showed much lower smoking rates than other US counties. With an adult smoking rate of
9.5%, San Francisco was the lowest among all its peers.
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Pedestrian safety

Cars, bicycles, and pedestrians share close quarters in urban areas. In San Francisco, DPH shares responsibility
for traffic safety with many other city agencies, including the Department of Public Works, the Municipal
Transportation Agency, and the Police Department. In 2014, San Francisco formally adopted Vision Zero as City
policy with a goal of eliminating traffic fatalities by 2024,

The charts below show per capita traffic death and injury rates for pedestrians. According to California Highway
Patrol data, 16 pedestrians were killed in San Francisco traffic in 2012. San Francisco’s pedestrian death rate
places it well above the national average and above all other benchmarked counties. Neighboring Alameda
County has half as many pedestrian deaths per capita as San Francisco.

In non-fatal pedestrian injuries, San Francisco’s rate was the highest in the peer group of California counties and
more than double that of the second-highest county. DPH reports that San Francisco’s level of pedestrian injury
has remained relatively stable in recent years. All peer counties in California exceed the national baseline level
of pedestrian injury.

Lowest ranking for pedestrian safety

Pedestrian injuries Pedestrian deaths
per 100,000 residents per 100,000 residents

120 Sesanfrancisss 22
110
100
o0
80
70
o fNahonéI Eéséhn
60
National target
50 |
- OSanta Clara
ok 13 QOrange
40 .
- 1.2
320 o ' ‘ QAlameda
| oA Honal baseline | :

Source: California Highway Patrol integrated Traffic Records System.
Injuries: 2012; deaths:2009-2012
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Cyclist safety

The charts below show per capita traffic death and injury rates for cyclists. According to California Highway
Patrol data from 2009 to 2012, between one and three cyclists are killed in San Francisco traffic each year.

San Francisco paradoxically appears both at the top and bottom of the peer group for cycling safety: San
Franciscans were the most likely to be injured cycling but the least likely to be killed. The ranking of counties on
non-fatal cycling injuries mirrors that on pedestrian injuries from the previous page; San Francisco has the worst
rate by a wide margin, followed by Los Angeles. DPH reports that the rates of cyclist injury and death have been
increasing in recent years, as have the number of cyclists on San Francisco streets.

Only San Francisco and Santa Clara counties already exceed Healthy People targets for reducing cycling death. A
fundamental principal of Vision Zero — whose goal is zero traffic deaths — is that mistakes on the road should not
lead to death. Future research might untangle where the causes and circumstances of cycling injury differ from
those of cycling death. '

SF cyclists frequently injured but rarely killed

Bicyclist injuries Bicyclist deaths
per 100,000 residents " per 100,000 residents
80 e
75 f San Francisco 0.60 -
0 055
65 :
050
60
0.45°
55- : :
50- QLQS Angeles 0.40
‘ Orange {
45 O
10.35
Al
40 @Sainegfara o
‘ OSacramento o3¢0 ‘
35 :

: o LosAngeles L
- 0.25 National baseline

30 ) San Diego :
: O € ‘National target

25 020 umedRi.

Source: California Highway Patrol Integrated Traffic Records System,
injuries: 2012; deaths:2009-2012
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Vulnerable populations
African-Americans

African-American heart disease

SF shows large disparity in racial heart disease mortality Over the past several decades, African-

Overall African-American Americans have migrated out of San

. . Francisco, dropping from 13% of the
population in 1970 to about 6% of the
population in 2010 (US Census Bureau).

= . [ District of Columbia ~ Over that time, middle- and upper-income

000 black households have left at a higher rate

L .- than low-income households. Today, San

Francisco’s black residents face more than

double the poverty and unemployment

‘ - ; rates of non-black residents (Mayor’s Task

175 - ...  Force).

225 ¢

African-Americans leaving San Francisco

(OLos Angeles | Year Black San As a % of
Franciscans population

w—

™ >} San Francisco 1970 | 96000 |  134%

1980 86,000 12.7%

1990 | 79000 | 109%

[]DlstnctafColumbla .
o 2000 61,000 7.8%

. 1 Philadelphia
. National

2010 | 49000 | @ 61%

125

O Los Angeles In response to large health disparities

[[]Philadelphia between the black population and general
population, PHD has a focus on African-
100 (Oorange  Nationaltarget American health. The data show not only
. 8San Diego L that African-Americans suffer from poorer
[Ipenver health than the general population, but also
s an Francisco that the size of the disparity (i.e., the gap
gs : between black and non-black rates) is

(O Alameda

Coronary heart disease deaths per 100,000 residents

Alameda i ) .
75 gSuffolk (Boston) ()san Diego .gre.atﬁer l.n San Francisco than in peer
: [ Travis (Austin) jurisdictions. (In the graphs that follow,
baselines and targets are shown in dark and
~ light grey and are only available for the
: Hennepin (Minneapolis} Bga'}fgo(lls((e(g%Li)c)n) - overall pOpU|at]on')
50 @ Travis (Austin) :

(Oorange The graph at left shows the rate of death
from heart disease. While San Francisco’s
overall mortality rate is better than HP2020

g targets, our rank in African-American heart
2. : [ Hennepin (Minneapolis) disease is the third worst.

Sources: CDC National Center for Health Statistics, Compressed Mortality File

2010-2012, US C B 1970-2010 . , . .
ensus Buread Only Washington, D.C. has a bigger disparity

between general and black heart disease
rates. In contrast, about half of the
benchmarked counties show lower heart
disease in the black population.
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African-American breast cancer '
: SF shows high black breast cancer mortality

African-American women die of breast _ Overall v African-American

cancer at a much higher rate than the
general population.

38 0

Q Los Angeles

36
. =+ San Francisco
Among the general population, San 5

Francisco’s breast cancer mortality was

lower than most peers and the national 34 [IPhiladelphia
baseline, though still in excess of the
HP2020 target.
3z [Cpenver
San Francisco’s African-American breast (OAlameda
cancer death rate, on the other hand, is ‘
among the worst. The health disparity — 30
the difference between the overall and '
African-American rates — is greater in San %
Francisco than in any peer jurisdiction. T 28 [Travis (Austin)
Contrast San Francisco to nearby Santa S
Clara, whose overall rate is similar, but § -
whose African-American rate was hardly a
worse than the national baseline for the g
general population. Several peer ,-‘5: 24
counties, notably Hennepin, showed ig . M
substantially lower cancer rates in the §  NatiBaseline Los Angeles
black community. g 22 Qorenge (Oorange
§ San Francisco (O)sacramento
% Natltarget - (O santa Clara
E 20 {)san Diego
* %jf’f‘:?kc('gzm) [suffolk (Boston)
18
[ Travis {Austin}
16
14
12
[THennepin {Minneapolis)
10

Source: CDC National Center for Health Statistics, Compressed Mortality File
2010-2012
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Cirrhosis deaths per 100,000 residents

SF black male cirrhosis rate double that of peers

20

18

16

12

10

8

Overall African-American Men

>k San Francisco
- [j De‘hver ~
] District of Columbia
14 . (Osanta Clara
(O Los Angeles
- “qus Ahgélés, o
, - o (O Alameda
Osacramento
. f‘(}Séh Die‘gb
(:}Orange‘ L
1 San Francisco
‘Alameda
Nat 1, baselme .
'—JTra\ns (Ausnn) [] Travis (Austin)
T Hennepin (Minneapolis)
Natltarge o
1::! District of Columbia [ Denver
[Suffolk {Boston) ‘ (orange
San Diego
Suffolk (Boston)

[[]Hennepin (Minneapolis)

Source: CDC National Center for Health Statistics, Compressed Mortality File
2009-2012
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African-American alcohol-related death

The graph at left shows the rate of death
by cirrhosis, a liver condition frequently
caused by alcoholism, among the general
population versus black men.

In San Francisco, black men die of
cirrhosis at more than double the rate of
the general population. While the City’s
overall cirrhosis rate lies just above the
national average, its African-American
male rate far exceeds all peers.

Here again, San Francisco has the worst
disparity among all the peers (a
difference of 10.4 deaths per 100,000
residents). The county with the second-
largest gap, Washington D.C., has a
disparity of only seven. Neighboring
Santa Clara County has the third biggest
disparity, but at 4.4, Alameda’s gap is less
than half the size of San Francisco’s.

In about half of peer counties, black men
enjoy a lower rate of cirrhosis than the
general population. While Denver’s
overall cirrhosis mortality is by far the
highest in the group, cirrhosis death
among black men is lower than the
HP2020 target.

A fuller analysis of racial disparities
would take into account differences in
the size and socioeconomic status of the
black community in each county.
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Children
Vaccination and child maltreatment

. . San Francisco childhood vaccinations at state average
These graphs show two different ,

measures of childhood health. in
both measures, neighboring Alameda
County posts the best numbers in the
state.

Alameda

San Diego

San Francisco
San Francisco ranks third among the

seven California counties in the
percent of all childcare-enrolled
children who have all required
immunizations. Approximately a third
of chiidren age 2 to 5 attend state
licensed childcare facilities, which are

s Angeles
nta Clara

'amento‘

required by state law to assess ? . \ge

whether each child has received a = - : ‘ n «

standard set of childhood 76% 78% 80% B82% 84% 86% 88% 90% 92% 94% 06% 98%
immunizations. Statewide, 89.3% Childcare enrollees with all vaccinations

of childcare enrollees were fully Source: California DPH 2013-14

~ vaccinated. San Francisco’s vaccination rate of 89.2% places it just shy of the state average but ahead of most of
its urban peers (California DPH).

San Francisco also shows the third lowest rate of substantiated child maltreatment among its peers. These data
are compiled by a team at UC Berkeley from the California Child Welfare System, which investigates reports of
physical, sexual, or emotional abuse against children. in 2013, about one of every 200 children in San Francisco
was found by the state to have been mistreated — that rate is about half the national average, though still higher
than the two other Bay Area counties in the analysis.

Bay Area counties show lowest child maltreatment

(=Y
3

10 ;Naﬁonal baseline
;yNaﬁonaI target
8

Substantiated maltreatment per 1,000

Source: California Child Welfare Services 2013
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Pre-term infants
Bay Area counties comparable on pre-natal health

California counties showed 14%
much better infant health . ____National baseline
than other counties around 12% National targ
the nation. The graph at right £ - " " - S
shows the number of babies ~$ 10%-
born early (before 37 weeks), & ‘
as reported by the Centers g’ 8% |
for Disease Control. All S
California counties far exceed & 6% |
the national target. %

w 4%
In San Francisco, 9% of all - .
births were pre-term. That 2% |
figure places San Francisco in 0% |
line with other Bay Area ‘
counties. Source: CDC National Center for Health Statistics, Compressed Natality File 2007-2012

People living with HIV/AIDS
H1V diagnosis still strongest in SF New HIV diagnoses

People in San Francisco continue to be
disproportionately affected by HIV,
compared to people in other California
counties. The graph at left shows HIV or
AIDS cases newly diagnosed in 2012, as
reported to the California DPH. Health
care providers are required by law to
report hew HIV or AIDS cases to the
California Office of AIDS for monitoring.

50

40

30

San Francisco diagnosed 465 new cases
of HIV or AIDS in 2012. When adjusted
for population size, the rate of new
diagnoses in San Francisco is nearly
triple that of the next highest county in
the state. San Francisco’s high rate
could be due in part to greater efforts at
identifying undiagnosed HIV.

20

m
b
5
)

10

New HIV/AIDS diagnoses in 2012 (per 100,000}

PHD estimates that 85% of those newly
diagnosed with HIV are linked to care
within three months, and that just
Sourgce: California DPH, Immunization Branch 2012 under 70% of new HIV cases are virally
suppressed within a year (PHD Strategic
Plan). These two headline indicators
were not available for other counties
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Future research

This report examined health indicators for both the general San Francisco population and specific at-risk sub-
groups, compared to the health of peer counties. A future report in the Controller’s office benchmarking series
could compare the types of services provided by the San Francisco Public Health Department with those
provided by other local health departments.
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Benchmarking methodology

Data sources

Metric

;Insureduk“ ;

Agency

Data Source

Year

Headline
indicator?

HP 2020
target

Definition and desc

| us Cehs‘ue'BUreeu‘
- ':wa County Hea!th
J f_Rankmgs '

SmallArea |
| Health Insurance
- ?‘Estlmates
. ::(SAHIE)

including |
| Healthys) |

(baseline)

(83%)

| The proportion of tt

100% (below Medicare ag

‘SAHIE program uses
. everal federal data

| insurance coverage

Could not afford
care

Centers for Disease
Control, via County
Health Rankings

Behavnoral R|sk
Factor
Surveillance
System {BRFSS)

2006-
2012

NO

The proportion of re
they could not see ¢
past year. The BRFS:
survey that assesses

~ PhySiceI ‘ ‘, ‘
_inactivity

. ,Céntef‘s‘fer‘* Disease |
; Control, via County,::;‘
‘.Health Rankmgs

\Behaworal Risk |
Factor
; VSurveklIlance“-‘[ k
| System (BRFSS)

| 2010 |

(different
| data source) -

Obesity

Centers for Disease
Control, via County
Health Rankings

Behavioral Risk
Factor
Surveillance
System (BRFSS)

2010

NO

| heiproportlon of th

The proportion of tf

with a body mass in
to 30 kg/m”. On BRF

Food insecurity

USCensus Bure‘aue

- ,Supplement
(CPS-FSS)

iSecurlty

| Current

Po pulatlon
Survey, Food

| The proportlon of t

| reliable source of fo

wer “collected m;a‘
ﬁ ually by the Unn
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Metric Agency Data Source Year Headline HP 2020 | Definition and desc
indicator? target
(baseline)
The AirData system
Dayswith good | US Environmental . . values for US counti
. \ t 2013 ES -
air quality Protection Agency Air Quality Index Y rating of “Good,” “N

n Ill

| sensitive groups,
| The proportion of tf
| that currently smok:
has smoked at Jeast

__| On BRESS, see abov:
Pedestrian and cycli
Statewide Ped injury | calculated by taking

Traffic injury California Highway | Integrated Traffic YES . 20.3(22.6) | pedestrians injured
2012 | (pedestrian ) , .

data Patrol Records System data only) (Cyclist county’s population

(SWITRS) Y1 1 injury N/A) | Records System (SW

q) | Integrated Traffic R
' | data from collision
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Metric Agency Data Source Year Headline HP 2020 | Definition and desc
indicator? target
(baseline)
Death due to ischen
coronary artery dise
10 codes 120-125).
Mortality data from
Coronary heart National Vital System (NVSS) are a
disease Centers for Disease | Statistics System, | 2010- VES 103.4 demographic, geogr
mortality, age- | Control Compressed 2012 (129.2) information. This is
adjusted Mortality File related data that ar
geographic areas an
period in the United
adjusted to account
size of the populatic
| National vital |

Female breast .

~cancer

amortahtv. age-:; | control
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Pu‘bh‘c;Health -

Care and Schools,'; .

| statistics. System,k 1 201¢

2009 -
2012

_adjusted Mortality File
Cirrhosis National Vital
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adiusted Control Compressed

! Mortality File

| L ,il,f -

. ali orma | Immunization
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YES (0.1)

| Death due to maligr
breast (ICD-10 code

Deaths due to cirrhc
On NVSS, see above

| The percent of child
, licensed child caref
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Data Souroé

New HIV
diagnoses

Project

California
Department of
Public Health

HIV/AIDS
Surveillance

2012
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data source)
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Metric Agency Data Source Year Headline HP 2020 | Definition and desc
indicator? target
(baseline)
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Peer selection

Because the purpose of the peer group is to provide a basis for comparison with a particular
government of interest, the selection of an appropriate peer group is an important part of the
benchmarking process. Applying objective criteria allows for unbiased peer selection.

Because most health data at the state and federal level is reported by county, we compared San
Francisco to peer counties rather than cities. We restricted our search to counties with a population
greater than 500,000 that were classified in the National Center for Health Statistics 2013 Urban-Rural
Classification Scheme as a Large Central Metro county (Ingram), the most urban category.

We calculated “likeness scores” to determine the degree of similarity between San Francisco and
potential peers with respect to total population, population density, poverty rate, English proficiency,
household income, and the uninsured rate (Census Bureau QuickFacts and Census Bureau Small Area
Health Insurance Estimates, via County Health Rankings). Likeness scores are based on the percentage
difference between San Francisco and the candidate peers on each of the six factors. Potential peers
included all California Large Central Metro counties, counties containing the 15 most populous cities in
the United States, and other select counties. The individual percentage difference scores were averaged
to yield a total likeness score between zero and one. Counties with lower scores were more similar to
San Francisco.

We selected for comparison the five California counties with lowest likeness scores, plus Los Angeles
(commonly used as a peer by the San Francisco Department of Public Health Population Health Division)
as well as the seven non-California counties with the lowest likeness scores.

Peer county likeness scores

| Los Angeles
Boston

| seattle
Denver

Non-California

Travis, TX L Aus 1 0
Philadelphia, PA* | Philadelphia 0.41
* indicates joint city-county government. The District of Columbia is
neither a city nor county, but performs functions of both.
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" CONTROLLER’S OFFICE
CITY SERVICES AUDITOR

The City Services Auditor was created within the Controller’s Office through an amendment to the City Charter
that was approved by voters in November 2003. Under Appendix F to the City Charter, the City Services
Auditor has broad authority for:

Reporting on the level and effectiveness of San Francisco’s public services and benchmarking the city

to other public agencies and jurisdictions.

Conducting financial and performance audits of city departments, contractors, and functions to assess
efficiency and effectiveness of processes and services.

Operating a whistleblower hotline and website and investigating reports of waste, fraud, and abuse of
city resources.

Ensuring the financial integrity and improving the overall performance and efficiency of city
government.

Project Team:  Peg Stevenson, Director
Randle McClure, Project Manager
Ryan Hunter, Performance Analyst

For more information, please contact:

Ryan Hunter
Office of the Controller
City and County of San Francisco

(415) 554-7533 | ryan.hunter@sfgov.org



From: Board of Supervisors (BOS)
To: BOS-Supervisors
Subject: FW: San Francisco is Dirty - Let's clean it up!!!

From: Sue Todd [mailto:st ppw@outlook.com]
Sent: Wednesday, February 04, 2015 4:24 PM

To: Board of Supervisors (BOS)

Subject: San Francisco is Dirty - Let's clean it up!!!

Can we please do something to clean our streets? What about an awareness campaign hitting all
neighborhoods to make San Francisco clean again?

Litter is a big problem and everyone visiting here notices how dirty the City is and comment about it...l am
sure you’ve heard this already, but what are YOU doing about it? We have no campaigns to bring this issue to
the light. Why not? Let’s take a stand on this issue and now!

Our City has exploded with more people and more people makes for more litter problems. Our streets are
filthy dirty, trash cans overflowing and not enough trash cans on the street in enough locations. We need our
street sweepers more often and we need building owners to take care of the sidewalk in front of their
building. Frankly, | am sick of walking by doorways where people have pissed and the smell is staggering. It
should be the building owners responsibility to keep the sidewalk and doorways clean(that also includes the
fact people smoke and throw their butts all over the street. Buildings should be required to have an ashtray
that is emptied day by day to avoid the tonnage of butts that litter our streets) whether the owner lives locally
or not...they should be required to have someone take care of the street in front of your building just like the
do in Europe. They have clean streets and people know not to litter or pee in someone’s doorway.

It seems our City focuses on building more buildings which mean MORE people, but what are we doing to
make changes to the existing problem of dirty streets (realizing that the homeless population contribute a
great deal to this problem but that does not make it right). Let’s deal with the litter problem - create an
awareness campaign for all to pitch in and set up the rules, asking merchants and building owners to do their
part, provide more trash cans and empty them more often, make it a law that outdoor ashtrays must be
provided for all buildings where smokers congregate and create butt litter which means more street clean up.
Everyone has to take part and buy into this concept and they will if you will start the awareness of the
problem. We took a walk from Fisherman’s Wharf to 2nd street recently and | was so sad about all the
garbage in our streets. It is disgusting and | find it baffling why we are not doing anything about it. Take a
walk around town if you don’t know what | am talking about.

We have a beautiful City and we are all lucky to live here. | would like to see City government take a stand on
the litter issues here and do something NOW. Please.

Sue

Sent from Windows Mail




From: Gerri Hayes [gerjhay@hotmail.com]
Sent: Thursday, February 05, 2015 10:36 AM
To: Board of Supervisors (BOS); Olague, Christina; Kim, Jane (BOS); Campos, David (BOS);

Chiu, David (BOS); Mar, Eric (BOS); Supervisor San Francisco Supervisor San Francisco;
Elsbernd, Sean; Supervisor; Cohen, Malia (BOS); Farrell, Mark (BOS)
Subject: Citizen concern..Free Muni

Hello,

I am a citizen of San Francisco and | am sending this email to your board as you all are the ones who voted to
have the Free Muni for Seniors(and disabled) added as of March 2015. | have become aware of a discrepancy,
in my humble opinion.

| first notified a staff member of Free Muni but saw no results forthcoming. So, now, | am informing San
Francisco board and Free Muni through writing. Below is the information | sent to Free Muni and | feel |
should send it to you all as well so the misleading paper forms are corrected. Please see below.

Thank you in advance for taken the time to read my concerns via email:
Pasted here from my Free Muni form: Tracking Number is: 4462063

Hello,

| called Free Muni January 22nd 2015 and | spoke to a muni lady by phone and | asked her to let Muni know
that the

paper form that was given out is misleading because it does not have the information on it that Senior citizens
are

people 65 and over! One has to actually go to the Muni site and read the fine print to find out that if you are
50

plus you do not qualify for Senior citizen status with Free Muni.

Even AARP considers those 50 plus as Senior Citizens; so, many will think that they qualify when they do not.
Therefore, if people do not take the time to go to the site, they will not know this important information and
think

that they qualify when they do not for the free muni.

It has been a couple of weeks since | phone that misleading inquiry in and yet, there has not been any
information

forthcoming on the local NEWS to correct this because the forms are misleading unless you reprinted them
and added '

that fact since January 21 2015. It is on the site and should be in the printed form so we do not waste our
time

applying as Seniors when you have a strict guideline as to what the age requirement is for Seniors.

| was hoping that clarification would be forthcoming via the news but since it has not, | am writing you about
it.

Maybe the lady did not pass that information along as she told me she would do?

I do hope that Free Muni takes on the responsibility of clarifying that important point via the same media you
advertised from(local NEWS) for Seniors because a person is also considered a senior at 50. Tell the people

they need

to be 65 or over to qualify!



Thank you very much for taken the time to read this inquiry and my comments on Free Muni for Seniors.

Have a wonderful and blessed day, Gerri Hayes

With God All Things Are Possible..




From: Reports, Controller (CON) [controller.reports@sfgov.org]
Sent: Thursday, February 05, 2015 1:59 PM
To: Calvillo, Angela (BOS); BOS-Supervisors; Kawa, Steve (MYR); Campbell, Severin (BUD);

Newman, Debra (BUD); Rose, Harvey (BUD); sfdocs@sfpl.info; CON-EVERYONE; Moyer,
Monique (PRT); Quesada, Amy (PRT); Forbes, Elaine (PRT); Woo, John (PRT);
onguyen@kpmg.com; nrose@kpmg.com; Eugene.Yano@YanoCPA.com;
Rick.brandt@baesystems.com; mcostello@scomas.com

Subject: Issued: Port Commission: Compliance Audits of BAE Systems San Francisco Ship Repair,
Inc., and Scoma’s Restaurant, Inc.

The San Francisco Port Commission (Port) coordinates with the Office of the Controller’'s City Services Auditor
Division (CSA) to periodically audit the Port’s tenants. CSA engaged KPMG LLP to audit tenants at the Port of
.San Francisco to determine whether they comply with the reportlng payment, and selected other provisions of
their agreements with the Port.

CSA presents the reports for the audits of BAE Systems San Francisco Ship Repair, Inc., and Scoma’s
Restaurant, Inc.

BAE Systems San Francisco Ship Repair, Inc.: hitp://openbook sfqov.org/webreports/details3.aspx?id=1878

BAE Systems San Francisco Ship Repair, Inc., (BAE Systems) inaccurately calculated its rent due to the Port.
BAE Systems overstated the exclusion for revenues derived from services not performed on the leased
premises by $105,422, causing it to underpay $3,479 in percentage rent. BAE Systems remitted the
underpayment to the Port in November 2014. During the audit period BAE Systems reported $171,533,416 in
gross receipts and paid $5,376,215 in rent to the Port.

Scoma’s Restaurant, Inc.: http:/openbook.sfgov.org/webreports/details3.aspx?id=1877

Scoma’s Restaurant, Inc., (Scoma’s) inaccurately calculated and reported gross receipts to the Port. Scoma’s
misstated gross receipts because it underreported and overreported various exclusions and sales revenue,
resulting in a net overreporting of gross receipts of $27,083 and a net overpayment of $1,833 in rent. During
the audit period Scoma’s reported $46,092,939 in gross receipts and paid $2,996,946 in rent to the Port.

This is a send-only e-mail address.

For questions about the reports, please contact Director of City Audits Tonia Lediju at Tonia. Leduu@sfqov org
or 415-554-5393 or the CSA Audits Unit at 415-554-7469.

Follow us on Twitter @SFControIler‘
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OFFICE OF THE CONTROLLER
CITY SERVICES AUDITOR

The City Services Auditor (CSA) was created in the Office of the Controller through an amendment to
the Charter of the City and County of San Francisco (City) that was approved by voters in
November 2003. Charter Appendix F grants CSA broad authority to: ”

Report on the level and effectiveness of San Francisco’s public services and benchmark the
City to other public agencies and jurisdictions.

Conduct financial and performance audits of city departments, contractors, and functions to
assess efficiency and effectiveness of processes and services.

Operate a whistleblower hotline and Web site and investigate reports of waste, fraud, and
abuse of city resources.

Ensure the financial integrity and improve the overall performance and efficiency of city
government.

CSA may conduct financial audits, attestation engagements, and performance audits. Financial audits
address the financial integrity of both city departments and contractors and provide reasonable
assurance about whether financial statements are presented fairly in all material aspects in
conformity with generally accepted accounting principles. Attestation engagements examine, review,
or perform procedures on a broad range of subjects such as internal controls; compliance with
requirements of specified laws, regulations, rules, contracts, or grants; and the reliability of
performance measures. Performance audits focus primarily on assessment of city services and
processes, providing recommendations to improve department operations.

CSA conducts its audits in accordance with the Government Auditing Standards published by the
U.S. Government Accountability Office (GAO). These standards require:

Independence of audit staff and the audit organization.

Objectivity of the auditors performing the work.

Competent staff, including continuing professional education. ‘

Quality control procedures to provide reasonable assurance of compliance with the auditing
standards.

For questions about the report, please contact Director of City Audits Tonia Lediju at
Tonia.Lediju@sfgov.org or 415-554-5393 or CSA at 415-554-7469.

CSA Audit Team: Winnie Woo, Associate Auditor

Audit Consultants: KPMG LLP



CITY AND COUNTY OF SAN FRANCISCO

OFFICE OF THE CONTROLLER Ben Rosenfleld
Controller

Todd Rydstrom
Deputy Controller

February.5, 2015

San Francisco Port Commission Ms. Monique Moyer
Pier 1, The Embarcadero Executive Director
San Francisco, CA 94111 Port of San Francisco

~Pier 1, The Embarcadero
San Francisco, CA 94111

Dear Commission President, Commissioners, and Ms, Moyer:

The City and County of San Francisco's Port Commission (Port) coordinates with the Office of
the Controller’s City Services Auditor Division (CSA) to conduct periodic concession and
compliance audits of the Port's tenants. CSA engaged KPMG LLP (KPMG) to audit the Port's
tenants to determine whether they comply with the reporting, payment, and other selected
provisions of their leases.

CSA presents the report for the audit of BAE Systems San Francisco Ship Repair, Inc, (BAE
Systems) prepared by KPMG. BAE Systems leases Port property to provide ship repair
services.

Reporting Period:  January 1, 2011, through December 31, 2013

Rent Paid: $5,376,215

Results:

BAE Systems did not accurately calculate its rent due to the Port. This occurred because BAE
Systems overstated the exclusion for revenues derived from services not performed on the
leased premises by $105,422, causing it to underpay $3,479 in rent. BAE Systems remitted the

underpayment to the Port in November 2014. During the audit period BAE Systems reported
$171,533,416 in gross receipts and paid $5,376,215 in rent to the Port.

The Port's response is attached to this report. BAE Systems agrees with audit finding.

CSA appreciates the assistance and cooperation of Port and tenant staff during the audit. For
questions about the report, please contact me at Tonia.Lediju@sfgov.org or 415-554-5393 or
CSA at 415-554-7469.

Respectfully,

Tonia Lediju
Director of City Audits

Attachment

415-554-7800 : City Hall « 1 Dr. Carlton B. Goodlett Place » Room 315 + San Francisco CA 94102.4694 FAX 415.654-7466
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th !55‘5 KPMG LLP

Suite 1400
55 Second Street
San Francisco, CA 94105

Performance Audit Report

San Francisco Port Conunission
Port of San Francisco

Pier 1, The Embarcadero

San Francisco, Califorma 94111

President and Members:

We have completed a performance audit of the Gross Revenues and related percentage rent reported and
paid or payable by BAE Systems San Francisco Ship Repair, Inc. (“ Tenant”), to the Port of San Francisco
(“Port”) for the period from January 1, 2011 to December 31, 2013,

Objective and Scope

The objective of this performance audit was to determine whether the Tenant was in substantial
compliance with the reporting, payment, and other rent-related provisions of its lease #L.-11320, together
with the six amendments to this lease (“Amended Lease”) with the City and County of San Francisco
(“City"), operating through the San Francisco Port Commission (“Port Commission”). To meet the
objective of our performaunce audit, we verified that Gross Revenues for the audit period were reported to
the Port in accordance with the lease provisions, and that such amounts agreed with the Tenant's
underlying accounting records; identified and reported the amount and cause of any error(s) (over or under)
in reporting, together with the impact on rent paid or payable to the Port: and identified and reported any
recommendations to improve record keeping and reporting processes of the Tenant relative to its ability to
comply with Amended Lease provisions.

The scope of our performance audit included the Gross Revenues and related percentage rent reported and
paid or payable by the Tenant to the Port for the period from January 1, 2011 to December 31, 2013.

This performance audit and the resulting repott relates only to the Gross Revenues aud percentage reut
reported by the Teuant, and does not extend to any other performance or financial audits of either the Port
Commission or BAE Systems San Francisco Ship Repair, Inc. taken as a whole.

Methodology

To meet the objective of our performance audit, we performed the following procedures: reviewed the
applicable terms of the Amended Lease and the Tenant's procedures and internal controls for collecting,
recording, summarizing, and reporting its Gross Revenues and calculating its payments to the Port;
judgmentally selected and tested samples of revenues; recalculated monthly rent due; and verified the
accuracy and timeliness of reporting Gross Revenues and rent and submission of rent payments to the Poxt.

KPMG LLP s a Delaware fimited Hability parnership,
the U.S. mamber firm of KPMG International Cooperative
{'KPMG International®), a Swiss entity.



We conducted this performance audit in accordance with Generally Accepted Government Auditing
Standards, 1ssued by the Comptroller General of the United States. Those standards require that we plan
and perform the audit to obtain sufficient, appropriate evidence to provide a reasonable basis for our
findings and recommendations based on our audit objective. We believe that the evidence obtained
provides a reasonable basis for our findings and reconunendations based on our audit objective.

Tenant Background

The predecessor in interest to the Tenant entered into lease #L-11320 with an agreed-upon commencement
date of December 17, 1987, The current Tenant assumed all of the rights and obligations of the lease and
its first amendment on September 29, 1994, The Tenant provides ship repair services on the Leased
Premises. The Port and Tenant have agreed to five additional amendments to the lease since the
assumption of the lease and first amendment.

Rent consists of the following:

(1)  Monthly minimum rent of $79,166.67 between January 1, 2011 and December 31, 2012, and
$87,500.00 thereafter.

(2) Percentage Rent of 3.3% of annual Gross Revenues from sales and other business transactions
performed in, upon, or from the leased premises. The Tenant is allowed to deduct all minimum rent
paid from percentage rent due.

The Tenant is allowed to exclude the following from Gross Revenues: collections for revenues and other
business transactions not performed in, upon, or from the leased premises, and sales taxes or similar
impositions. The Tenant provides “outside yard” repar services for other customers at locations other than
the Leased Premises. The Tenant is allowed to exclude these outside yard revenues from Gross Revenues.
The Tenant is required to submit quarterly reports to the Port of Gross Revenues and percentage rent
within 30 days of the end of the calendar quarter and pay the percentage rent obligation in excess of
minimum rent, if any. Any excess of quarterly percentage rent payments over annual percentage rent due to
the Port is applied as a credit to the next year. The Tenant is also reimbursed for certain capital
improvement expenditures in the form of rent credits.

|39



Audit Results

The following summarizes total rent due to the Port, paid or payable to the Port, rent credits, and any
underpayment based on procedures perfornied and pursuant to the Amended Lease as summarized above:

January 1 to December 31

2011 2012 2013 Total
Rent due to the Port:
Minimum rent $ 950,000 950,000 1,050,000 2,950,000
Percentage rent 478,275 960,900 990,519 2,429,694
Total rent due to
the Port 1,428,275 1,910,900 2,040,519 5,379,694
Rent paid or payable to the
Port, and other credits;
Rent paid or payable to
the Port 1,029,036 1,610,900 1,740,519 4,380,455
Rent credits 395,760 300,000 300,000 995,760
Total rent paid or
payable to the
Port, and
other credits 1,424,796 1,910,900 2,040,519 5,376,215
Underpayment
of rent $ (3.479) — — (3.479)




hebize

The following summarizes audited Gross Revenues and related percentage rent paid or payable after
deductions or minimuin rent during the three-year period ended December 31, 2013:

January 1 to December 31

2011 2012 2013 Total
Gross revenues:
Gross revenues as reported: A
Total revenues 3 47,794,191 60,380,757 63,358,468 171,533,416
Less outside yard sales (4,618.556) (2,474,690) (1,524,571) (8,617.817)
Net gross revenues
as reported 43,175,635 57,906,067 61,833,897 162,915,599
Audit adjustments, incorrect
exclusion of outside yard
sales 105,422 — —_— 105,422
Audited gross
revenues 43,281,057 57,906,067 61,833,897 § 163,021,021
Times 3,30% 3.30% 3.30% 3.30%
Percentage rent
before deduction
for minimum rent 1,428,275 1,910,900 2,040,519 5,379,694
Deduction for minitmum rent (950,000) (950,000) (1,050,000) (2,950,000}
Percentage rent
after deduction
for minimum rent  § 478,275 960,900 990,519 2,429,694

Finding 2013-01 — The Tenant Overstated the Exclusion for
Gross Revenues Not Performed In, Upon, or From the Leased Premises

Criteriu

Section 4. E.(2) of the Amended Lease specifies the Tenant's requirement to pay percentage rent and states
in part that “... Tenant shall pay Port percentage rent equal to 3.3% of Gross Revenues...”

Section 4.E.(4)(1) of the Amended Lease defines Gross Revenues and states in part that Gross Revenues
“...means all payments, revenues, fees or amounts received by Tenant or by any other person or entity
from any sd es or business trensacted or services performed in, upon or from any part of the Premises...”

Section 4.C of the Amended Lease specifies a late payment charge “...equivalent to 1.5% of all rent
charges and fees or any portion thereof due and unpaid for more than thirty (30) days will be paid by
Tenant for each month that such rent, charges and fees or any portion thereof remain due and vnpaid...”

Conditivns and Effects

The Tenant overstated the exclusion for revenues not performed in, upon, or from any part of the leased
premises by $105,422 in April 2011. This resulted in underpayment of percentage rent by $3,479 for the
quarter ended June 30, 2011, Late fees of $52.18 per month also accrue from July 31, 2011, Accrued late
fees are $1.513 as of December 31, 2013, and increase by $52.18 per month until paid.



Cuanse

The cause resulted from the Tenant's inadequate review over the calculation for exclusions from Gross
Revenue for the quarter ended June 30, 2011.

Recommendution

We recommend that the Port collect the $3,479 of underpayment of rent, accrued interest of $1,513 as of
December 31, 2013, and any additional accrued interest until paid.

Views of Responsible Officiuls

The Tenant agrees with the finding.

Conclusion

Based upon the performance audit procedures performed and the results obtained, we have met our audit
objective. Except as described above, we concluded that the Tenant was in substantial compliance with the
reporting, payment, and other rent-related provisions of its lease #1.-11320, as amended, with the Port.

This performance audit did not constitute an audit of financial statements in accordance with Govermment
Auditing Standards or auditing standards generally accepted in the United States of America. KPMG LLP
was not engaged to, and did not, render an opinion on the Tenant's internal controls over financial
reporting, or over the Tenant’s financial management systems.

Restriction on Use

The purpose of this performance audit report is solely to evaluate BAE Systems San Francisco Ship
Repair, Inc.’s compliance with lease requirements on the reporting of Gross Revenues and related
percentage rent. Accordingly, this performance audit report is not suitable for any other purpose.

KPMe LLP

January 14, 2015
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PORT: __

SAN FRANCISGO

January 21, 2015

Tonia Lediju, Director of CityAudits
Office of the Controller

City and County of San Francisco

[ Dr. Carlton B. Goodlett Place, Room 477
San Francisco, CA 94102

Re: Performance Audit — BAE Systems San Francisco Ship Repair, Inc
Dear Ms. Lediju:

Thank you for the opportunity to review the draft performance audit report prepared by KPMG
LLP covering Port lease no. L-11320 with BAE Systems San Francisco Ship Repair, Inc. Based
on the report details provided by KPMG, Port management accepts the draft report. Please find
attached the City's standard Recommendations and Responses form for inclusion with the final
published report.

We are pleased to note that our tenant has also accepted the report and, on November 24, 2014,
paid the identified rent underpayment plus accrued interest. This one audit finding is resolved.

Please do not hesitate to contact us if you have any questions or require further information,

Sincerely,

ly
Seéjgggmiéy O«/‘é

Director of Maritime

_Johin J{1, oo
Fiscal Officer

Enclosure

Ce: Elaine Forbes, Director of Finance and Administration
Nancy Rose, KPMG LLP
Oanh Nguyen, KPMG LLP



PORT COMMISSION: PERFORMANCE AUDIT OF BAE SYSTEMS SAN FRANCISCO SHIP REPAIR, INC.

For each recommendation, indicate whether the department concurs, does not concur, or partially concurs. If the departr
recommendation, please indicate the expected implementation date and implementation plan. If the department does no
please provide an explanation and an alternate plan of action to address the identified issue.

RECOMMENDATIONS AND RESPONSES

Recommendation

Responsible
Agency

Response

1. We recommend that the Port collect the
$3,479 of underpayment of rent, accrued
interest of $1,513 as of December 31,
2013, and any additional accrued interest
until paid.

Port

Concur and resolved. Tenant remitted payi
for the identified underpayment and associc




PORT COMMISSION:

Scoma’s Restaurant, Inc., Had
Inadequate Internal Controls Over
the Reporting of Gross Receipts to
the Port for 2011 Through 2013

February 5, 2015
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OFFICE OF THE CONTROLLER
CITY SERVICES AUDITOR

The City Services Auditor (CSA) was created in the Office of the Controller through an amendment to
the Charter of the City and County of San Francisco (City) that was approved by voters in
November 2003. Charter Appendix F grants CSA broad authority to:

Report on the level and effectiveness of San Francisco's public services and benchmark the
City to other public agencies and jurisdictions.

Conduct financial and performance audits of city departments, contractors, and functions to
assess efficiency and effectiveness of processes and services.

Operate a whistleblower hotline and Web site and investigate reports of waste, fraud, and
abuse of city resources.

Ensure the financial integrity and improve the overall performance and efficiency of city
government.

CSA may conduct financial audits, attestation engagements, and performance audits. Financial audits
address the financial integrity of both city departments and contractors and provide reasonable
assurance about whether financial statements are presented fairly in all material aspects in
conformity with generally accepted accounting principles. Attestation engagements examine, review,
or perform procedures on a broad range of subjects such as internal controls; compliance with
requirements of specified laws, regulations, rules, contracts, or grants; and the reliability of
performance measures. Performance audits focus primarily on assessment of city services and
processes, providing recommendations to improve department operations.

CSA conducts its audits in accordance with the Government Auditing Standards published by the
U.S. Government Accountability Office (GAO). These standards require;

Independence of audit staff and the audit organization.

Objectivity of the auditors performing the work.

Competent staff, including continuing professional education.

Quality control procedures to provide reasonable assurance of compliance with the auditing
standards.

For questions about the report, please contact Director of City Audits Tonia Lediju at
Tonia.Lediju@sfgov.org or 415-554-5393 or CSA at 415-554-7469.

CSA Audit Team: Winnie Woo, Associate Auditor

Audit Consultants: KPMG LLP



CITY AND COUNTY OF SAN FRANCISCO

OFFICE OF THE CONTROLLER Ben Rosenfield
Controller

Todd Rydstrom
Deputy Controller

February 5, 2015

San Francisco Port Commission Ms. Monique Moyer

Pier 1, The Embarcadero : Executive Director
San Francisco, CA 94111 Port of San Francisco

Pier 1, The Embarcadero
San Francisco, CA 94111

Dear Commission President, Commissioners, and Ms, Moyer:

The City and County of San Francisco's Port Commission (Port) coordinates with the Office of
the Controller's City Services Auditor Division (CSA) to conduct periodic concession and
compliance audits of the Port's tenants. CSA engaged KPMG LLP (KPMG) to audit the Port's
tenants to determine whether they comply with the reporting, payment, and other selected
provisions of their leases.

CSA presents the report for the audit of Scoma’s Restaurant, Inc., (Scoma's) prepared by
KPMG. Scoma’s leases Port property to operate a restaurant and a retail store in the
Fisherman's Wharf area.

Reporting Period:  January 1, 2011, through December 31, 2013
Rent Paid: $2,996,946
Results:

Scoma’s did not accurately calculate and report gross receipts to the Port. This occurred
because Scoma's underreported and overreported various exclusions and gross receipts,
resulting in a net overreporting of $27,083 in gross receipts and a net overpayment of $1,833 in
rent. Scoma’'s also lacked internal controls to ensure the accuracy of its gross receipts reporting.
During the audit period Scoma's reported $46,092,939 in gross receipts and paid $2,996,946 in
rent to the Port.

The responses of Scoma's and the Port are attached to this report.

CSA appreciates the assistance and cooperation of Port and tenant staff during the audit. For
questions about the report, please contact me at Tonia.Lediju@sfgov.org or 415-554-5393 or
CSA at 415-554-7469,

Respectfully,

Tonia Ladiju
Director of City Audits

Attachment
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Citizens Audit Review Board
City Attorney

Civil Grand Jury

Public Library



Suite 1400
55 Second Sireet
San Francisco, CA 94105

Performance Audit Report

San Francisco Port Commissiott
Port of San Francisco

Pier 1, The Embarcadero

San Francisco, CA 94111

President and Menbers:

We have completed a performance audit of the gross receipts and related percentage rent reported and paid

or payable by Scoma’s Restaurant, Incorporated (“Scoma’s™ or “Tenant”), to the Port of San Francisco
(“Port™) for the period from January 1, 2011 to December 31, 2013.

Objective and Scope

The objective of this performance audit was to determine whether the Tenant was in substantial
compliance with the reporting, payment and other rent-related provisions of its lease #L.-8996 with the City
and County of San Francisco (“City”), operating through the San Francisco Port Commission (“Port
Commission™). To meet the objective of our performance audit, we verified that gross receipts for the audit
period were reported to the Port in accordance with the lease provisions, and that such amounts agreed with
the Tenant’s underlying accounting records; identified and reported the amount and cause of any
significant error(s) (over or under) in reporting, together with the impact on rent paid or payable to the
Port; and identified and reported any recommendations to improve record-keeping and reporting processes
of the Tenant relative to its ability to comply with lease provisions.

The scope of our audit included the gross receipts and related percentage rent reported and paid or payable
by the Tenant to the Port for the period from January 1,2011 to December 31, 2013.

This audit and the resulting report relates only to the gross receipts and percentage rent reported by
Scoma’s, and does not extend to any other performance or financial audits of the Port Comumission or
Scoma’s taken as a whole.

Methodology

To meet the objective of our performance audit, we performed the following procedures: reviewed the
applicable terms of the lease and the adequacy of the Tenant’s procedures and internal controls for
collecting, recording, summarizing, and reporting its gross receipts and calculating its payments to the
Port; judgmentally selected and tested.samples of daily and monthly revenues; recalculated monthly rent
due; and verified the accuracy and timeliness of reporting gross receipts and rent and submitting rent
payments to the Port.

KPMG LLP is & Delaware fimited liability padnership,
the U.S. member firm of KPMG International Cooperative
{*KPMG International ), a Swiss entity.
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We conducted this performance audit in accordance with Generally Accepted Government Auditing
Standards, issued by the Comptroller General of the United States. Those standards require that we plan
and perform the audit to obtain sufficient, appropriate evidence to provide a reasonable basis for our
findings and recommendations based on our audit objective. We believe that the evidence obtained
provides a reasonable basis for our findings and recommendations based ou our audit objective.

Tenant Background

The Tenant entered into lease #L-8996 (the Lease Agreement) commencing on May 1, 1975 for a 61-year
term with the City ending April 30, 2036. Two amendments to the Lease Agreement increased the size of
Leased Premises. The Tenant operates Scoma’s’Restaurant, which includes a retail store, in the
Fisherman’s Wharf area.

Rent consists of the following:

(1)  Monthly minimum rent, subject to escalation every five years. Monthly minimum rent was
$20,105.44 for the entire three-year period ended December 31, 2013.

(2) Percentage Rent on Gross Receipts, which consist of the following components:
a) Six and one-half percent (6.50%) on food;

b) Six and one-half percent (6.50%) on alcoholic beverages and all other items sold through the bar;
and

¢) Eight and one-half percent (8.50%) on all other uses.

The Tenant is entitled to exclude collections for sales taxes or similar impositions, and employee meals,
from Gross Receipts. The Tenant is required to submit monthly repotts to the Port of gross receipts and
percentage rent by the 20th day of the following month and pay the percentage rent obligation in excess of
minimum rent, if any.

Audit Results

The following summarizes total rent due, and paid or payable, to the Port, and any underpayment based on
procedures performed and pursuant to the Lease Agreement as summarized above:

January 1 to December 31

2011 2012 2013 Total
Rent due'to the Port:
Minimum rent 3 241,268 241,268 241,268 723,804
Percentage rent 743 564 769,280 758,465 2,271,309
Total rent due to
the Port 984,832 1,010,548 999,733 2,995,113
Totalrent paid or payable to
the Port 985,641 1,010,522 1,000,783 2,996,946
- Overpayment or
(underpayment)
ofrent 3 809 (26) 1,050 1,833




The following summarizes audited gross receipts and related percentage rent paid or payable after
deductions or minimum rent during the three-year period ended December 31, 2013:

January 1 to December 31

2011 2012 2013 Total
Audited gross receipts subject
to percentage rent of:
Food and beverage (6.5%) $ 15,141,035 15,522,625 15,360,588 46,024,248
All other sales (8.5%) 7,826 18,549 15233 41,608
Total audited
gross receipts $ 15,148,861 15,541,174 15,375,821 46,065,856
Percentage rent on audited gi"oss
receipts subject to percentage
rent of:
Food and beverage (6.5%) $ 084,167 1,008,971 998,438 2,991,576
All other sales (8.5%) 665 1,577 1,295 3,537
Percentage rerit before
deduction for
minimum rent 984,832 1,010,548 999,733 2,995,113
Deduction for minimum rent (241,268) (241,268) (241.,268) (723.804)
Percentage rent paid
or payable 3 743,564 . 769,280 758,465 2,271,309

[9%]
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The following summarizes gross receipts reportable by the Tenant for the three-year period ended
December 31, 2013 ,

January 1 to December 31
2011 2012 2013 Total

Grosy receipts:
Subject to 6.50% percentage rent:

As reported 3 15,152,547 15,520,167 15,375.002 46,047,716

Audit adjustments:

Incorrect calculation of

food and beverage

gross receipts 4,265 4,091 4,847 13,203
Incorract caleulation of

complimentary food

and beverage exclusion 9,407 9,249 7.674 26,330
Differences between

recorded and reported

gross receipts (388) 20,834 —_ 20446
Incorrect exclusion of
spillage (24.796) (31,716) (26,935) (83 447)
Total audit
adjustments (11.512) 2,458 (144143 (23.46%)

Audtted gross receipts
subject to 6.50%

percentage rent 15,141,035 15,522,625 15,360,588 46,024,248
Subject to 8.50% percentage rent:
As reported ‘ 8,531 20,126 16,566 45,223
Audit adjustments, sales
taxes not excluded (705) (1,377) (1.333) (3,615)

Audited gross receipts
subject to 8.50%
percentage rent 7.826 18,549 15,233 41,608

Total audited gross
receipts $ 15,148 861 15,541,174 15,375,821 46.065 856




Finding 2013-01 — Gross Receipts Were Not Reported Accurately
Criferia

Section 2(b) of the lease specifies the Tenant’s requirement to pay percentage rent and states in part that
the Tenant “...agrees to pay Port that percentage received by Tenant for gross receipts as herein defined...”

Section 2(b) of the lease also specifies allowable exclusions from Gross Receipts and states in part that the
Tenant “...exclude the amount of sales tax, or similar tax or imposition imposed on such sales or charges
where such sales tax or similar imposition is billed to the purchaser as a special item, and shall exclude
meals served to employees of Tenant during the course of employment whether such meals are served with
or without charge or whether such meals are treated as meals sold for any other purpose...”

Section 2(b) of the lease also specifies reporting requirements for percentage rent and states in part that the
Tenant “...shall furnish a statement showing the computation of percentage rental covered by such
payment...”

Conditions and Effects

The Tenant incorrectly reported Gross Receipts in all 36 months in the three-year period ended
December 31, 2013. The following summarizes the types of misstatements observed and related effects on
reported Gross Receipts:

Overreporting or
(Underreporting)
Misstatement of Gross Receipts

1. The Tenant under-reported food and beverage Gross Receipts before
exclusions in all 36 months in the audit period. The monthly under-reporting
ranged from $(21) to $(793). $ (13,203)

o

The Tenant overstated complimentary food and beverage exclusions in all 36
months in the audit period by the amount of imputed sales taxes in the
exclusions. The monthly under-reporting of Gross Receipts ranged from
$(476) to $(929). ‘ (26.330)

3. The Tenant under-reported food and beverage Gross Receipts by $(21,000)
in February 2012. The Tenant also over-reported food and beverage Gross
Receipts in March 2011, July 2011 and September 2012 by $55, $333 and
$166, respectively. (20,446)

4. The Tenant over-reported retail sales Gross Receipts in all 36 months in the
period under audit by the amount of imputed sales taxes. The monthly over-
reporting of gross receipts ranged from $20 to $2,196. 3,615

5. The Tenant was entitled to, but did not exclude, “spillage” in all 36 months
for which cash was never collected. The monthly spillage not excluded
ranged from $1,918 to $4,155. 83.447



The net over-reporting of Gross Receipts during the period under audit was $27,083, and related net over-
reported rent paid or payable was $1,833.

Cunsey

The following are the cause(s) of misstatement noted above:

1. The first type of misstatement was caused by a system configuration error, which incorrectly
sununarized sales taxes and reportable Gross Receipts.

2. The second type of misstatement was caused by the Tenant’s system not properly segregating sales
taxes from total Gross Receipts.

3. The third type of misstatement was caused by the Tenant’s inadequate review and approval of the
Gross Receipts repoits to ensure that reports accurately reflected the system-summarized totals,

4. The fourth type of misstatement was caused by the Tenant’s system not properly segregating sales
taxes from total Gross Receipts.

5. The fifth type of misstatement was caused by the Tenant not understanding its systems for
summarizing different types of allowable exclusions from Gross Receipts.

Recommenduation
1. The Port should credit or refund the tenant $1.833 of overpaid rent, resulting from the misstatements of
gross receipts.

2. The Port should instruct the Tenant to use correct methodologies for calculating Gross Receipts and
related exclusions, and to improve its internal controls over reporting of Gross Receips.

Conclusion

Based upon the performance audit procedures performed and the results obtained, we have met our audit
objective. We concluded that the Tenant was in substantial compliance with the reporting, payment, and
other rent-related provisions of its lease #L-8996 with the Port.

This performance audit did not constitute an audit of financial statements in accordance with Govermment
Auditing Standards or auditing standards generally accepted in the United States of America. KPMG LLP
was not engaged to, and did not, render an opinion on the Tenant’s internal controls over financial
reporting ot over the Tenant’s financial management systems.

Rextriction on Use

The purpose of this performance audit report is solely to evaluate Scoma’s Restaurant, Incorporated’s
compliance with lease requirements on the reporting of Gross Receipts and related percentage rent.
Accordingly. this performance audit report is not suitable for any other purpose.

KPMe LLP

January 13,2015
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Scoma's Restaurant, Inc.
Pier 47 on Al ScomaWay + San Francisco « California 94133
415.771.4383 415.775.2601 (Fax) scomas.com

January 13, 2014

To Whom It May Concern:
RE: Port of San Francisco Audit

Scoma’s has reviewed the findings of the report and has no response. Thank you for the opportunity to
review and respond.

Mariann Costello
Vice President



SAM FRANCISCO

January 22, 2015

Tonia Lediju, Director of CityAudits
Office of the Controller

City and County of San Francisco

1 Dr. Carlton B. Goodlett Place, Room 477
San Francisco, CA 94102

Re: Performance Audit — Scoma’s Restaurant, Incorporated
Dear Ms. Lediju:

Thank you for the opportunity to review the draft performance audit report prepared by KPMG
LLP covering Port lease no. L-8996 with Scoma’s Restaurant, Incorporated. Based on the report
details provided by KPMG, Port management accepts the draft report,

Please find attached the City’s standard Recommendations and Responses form for inclusion with
the final published report. We have been advised that the Tenant has also accepted the report and
will be working on improving its processes and procedures for reporting gross revenues,

Please do not hesitate to contact us if you have any questions or require further information.

Sincerely, e /7
e S j
P > J—

( Sysari Reynolds
" Director of Maritime

Enclosure

Ce: Elaine Forbes, Director of Finance and Administration
Nancy Rose, KPMG LLP
Oanh Nguyen, KPMG LLP

PORT OF SANERANCISCO



PORT COMMISSION: PERFORMANCE AUDIT OF SCOMA’S RESTAURANT, INCORPORATED

For each recommendation, indicate whether the department concurs, does not concur, or partially concurs. If the departr
recommendation, please indicate the expected implementation date and implementation plan. If the department does no
please provide an explanation and an alternate plan of action to address the identified issue.

RECOMMENDATIONS AND RESPONSES

Responsible

Recommendation
Agency

Response

Concur. Based on confirmed acceptance o
Port tenant, the Port will credit the tenant for the -
net amount of $1,833. The credit memo wil

1. The Port should credit or refund the tenant
$1,833 of overpaid rent, resulting from the
misstatements of gross receipts.

Concur. The Tenant and Port property mar
Port findings. The Tenant will work on correcting
procedures and intend to report its Gross R
accordance with sound business practices :
Port’s lease provisions.

2. The Port should instruct the Tenant to use
correct methodologies for calculating
Gross Receipts and related exclusions, and
to improve its internal controls over
reporting of Gross Receipts.




To: BOS-Supervisors
Subject: FW: Issued: Assisting Homeowners with Troubled Mortgages

From: Reports, Controller (CON)

Sent: Thursday, February 05, 2015 2:22 PM
To: BOS-Supervisors; BOS- Leglslatlve Aides; Calvillo, Angela (BOS), Kawa, Steve (MYR); Howard, Kate (MYR); Falvey,
Christine (MYR); Tsang, Francis; Elliott, Jason (MYR); Campbell, Severin (BUD); Newman, Debra (BUD); Rose, Harvey
(BUD); sfdocs@sfpl.info; ametcalf@spur.org; olsen.m.lee@sfgov. org; Benjamin, Maria (MYR); Klrsten jensen@sfgov.org;
Crossman, Brian (CAT); CON-EVERYONE

Subject: Issued: Assisting Homeowners with Troubled Mortgages

- The Controller's Office has released a report entitled “Assisting Homeowners with Troubled Mortgages.” The
report was prepared in response to a Board of Supervisor’s resolution (item #140709) that asked Controller to
study possible approaches to assisting homeowners with troubled mortgages.

The report may be downloaded here: http://openbook.sfqov.oroﬂwebreports/détails&aspx?id=1879

Follow us on Twitter @SFController



Assisting Homeowners with Troubled Mortgages

February 05, 2015
Resolution #140709
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' Executive Summary: Background
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- On October 281, 2014, the Board of Supervisors issued a resolution asking the Controller to

study possible approaches to assisting homeowners with troubled mortgages. The intent of
this study is to recommend possible foreclosure prevention measures to help current
homeowners in default or at risk of default, and to establish a system that will mitigate the
effects of another mortgage default crisis.

Background: San Francisco Housing Stock and History of Foreclosures

There are an estimated 378,186 housing units in San Francisco, a small portion of which
face foreclosure every year. San Francisco foreclosure rates have been historically low
relative to the rest of the nation. In 2014, San Francisco had 528 foreclosures bringing the
foreclosure rate to 0.15%. In comparison, the U.S. foreclosure was 1.04%, seven times
greater than San Francisco.

While the impact of the mortgage default crisis has hit harder in other regions of the country,
San Francisco has not been completely insulated. Between 2008 and 2012, the height of the
mortgage default crisis, San Francisco had 3,827 foreclosures. The five years prior to this
period, San Francisco had 605 foreclosures. This represents a 533% increase in
foreclosures. ‘

Across the city, the volume of foreclosures have been falling steadily since 2011 and the
mortgage defaulit crisis appears to be receding. However, zip codes representing southern
and southeastern areas of the city continue to have comparatively high foreclosure rates.
Bayview-Hunters Point has a foreclosure rate of 0.62%, four times the citywide foreclosure
rate.




Executive Summary: Factors of Foreclosure

actors of Foreclosure
Increasing foreclosure rates are typically attributable to economic factors and bank lending
“practices. This report looks at three main causes of foreclosures during the mortgage crisis:
1. Unemployment rate

2. Home values |
3. Prevalence of high-cost and private-label securities (PLS)

Borrowers typically default on mortgages when they lack the capacity to make payments, such
as when they lose their job, but if there is any equity remaining in the home, the borrower has
every incentive to sell the home and keep the equity rather than foreclose.
Even when home prices fall, borrowers who can afford their mortgage payments will typically
continue to do so even if they owe more than the property is worth since the costto a
borrower’s credit rating from default is substantial. In addition, a choice to sell the property

- means the borrower will have to realize the loss on the home whereas keeping the home
preserves the option of future gains in the property’s value.
However, an income loss in combination with an underwater home puts borrowers in a situation
where the incentive is greater to foreclose rather than realize the losses from selling the home.
Lastly, high-cost and private-label securities perform significantly worse than conventional
loans, and the prevalence of these loans preceded the run-up of foreclosures during the
mortgage default crisis. At the height of originations of these types of loans, the prevalence was
greatest in the Black population and in southern and southeastern neighborhoods of San
Francisco. ‘
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Executive Summary: The Population At Risk of Foreclosure

The Population At Risk of Foreclosure

. 3,002 loans in San Francisco, or 2.4% of all loans with owner-occupied units, are
underwater or near-underwater.

. Nearly half of these underwater or near-underwater homes are concentrated in the section
of the city contained in zip codes 94112, 94124, and 94134. These zip codes are
concentrated in the south and southeastern neighborhoods of the city and represent
Ingelside-Excelsior/Crocker-Amazon, Bayview-Hunters Point, and Visitacion
Valley/Sunnydale.

. 746 of at-risk borrowers also have a feature that increases their risk of default. These risky
~ features include interest-only, negative amortization, or a balloon payment.
. Certain loan and borrower attributes can make it difficult to assist the at-risk population. '

These attributes include the number of loans, the size of the loan, and the income of the
borrower. Programs often exclude borrowers with more than one loan, with debt over the
conforming limit, and income over a certain threshold.. Of the at-risk population, only 256
at-risk borrowers have taken out one loan that is below the conforming level with an
income estimated to fall within a 120% AMI threshold for a family of four.

. In addition to the population most at risk of foreclosure, borrowers who have equity but lack
the capacity to make payments may be subject to a short-sale. In the case of a short-sale,
the borrower would have to leave her home. And despite gains received from the sale of
the home, the current housing market would make it difficult to relocate into a home within
the city. ‘ :
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Executive Summary: Mortgage Assistance Programs

Mortgage Assistance Programs

. In our review, few post-purchase assistance programs for homeowners exist at the
municipal level. The ones that do are mainly in the form of home maintenance loans with
the aim of helping low-income homeowners bring their homes up to code.

. At the federal and state level, few programs existed until recently when a number of
assistance programs were created in response to the mortgage default crisis. These
programs provide assistance to homeowners in three Ways

1. Principal reduction
2.  Refinance Incentives
3. Income support/One-time grants

. In addition to government programs, a number of Community Development Financial
Institutions (CDFI’s) and nonprofits exist with the goal of stabilizing communities through
the acquisition of non-performing loans. The acquired loans are then restructured and
stabilized before being resold.

. Outside of mortgage assistance programs, recent legislation from the State of California
and rule changes from the Consumer Financial Protection Bureau have changed
underwriting standards in the last year, which may mitigate the prevalence of high-cost
loans, PLS loans, and loans with risky attributes. .

. The prevalence of PLS loans has been increasing in recent years, which suggests there is
a need for financial education among potential borrowers of these loans. Pre-purchase
housing counseling has been shown to be an effective way to reduce dellnquency rates
and to mitigate credit risk.
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Executive Summary: Recommendations
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Recommendations

Programs currently available to San Francisco homeowners with troubled mortgages have a
positive impact on reducing foreclosures, but have a number of limitations. This report makes
two recommendations for reducing negative equnty or mitigating the impact of sudden
economic hardship should policymakers wish to assist homeowners with troubled mortgages:

1. Develop a mortgage assistance program for homeowners with troubled mortgages that
would reduce a borrower’s principal loan amount in order to support a loan restructure.

2. Develop an emergency assistance program targeting homeowners who have had an
unexpected hardship and have defaulted or are at risk of default.

Should policymakers wish to pursue these recommendations, the structure of the programs,
including income and other restrictions will need to be set to define an eligible population to
target limited resources. An analysis on the number of borrowers served and staffing would
also be needed in order to determine the cost of the programs.

In addition to these recommendations, three ideas were mtroduced in this report that warrant
further exploration:

1. CDFI's and nonprofits acquiring non-performing loans seem to pose low financial risks
and low administrative burden to the City, with possible, but likely minimal, benefits that
warrant an exploration of a partnership.

2. Enhanced legal assistance may be helpful for homeowners seeking legal
representation against lenders violating recently implemented mortgage servicing rules.

3. Enhanced pre-purchase housing counseling services for outreach to neighborhoods
with comparatively high prevalence rates of high-cost loans and PLS loans.
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| Introduction

On October 28th, 2014, the Board of Supervisors issued a resolution asking the Controller to
study possible approaches to assist homeowners with troubled mortgages. The intent of this
study is to recommend possible foreclosure prevention measures to help current homeowners in
default or at risk of default, and to establish a system that will mitigate the effects of another
mortgage default crisis. ,
There are an estimated 378,186 housing units in San Francisco, 345,344 which are occupied.
Of these occupied units, 63.4% are renter-occupied, while the remaining 36.6% are owner-
occupied. Of the 126,394 owner-occupied units in San Francisco, 70.3% have at least one
mortgage.’ In 2014, San Francisco had 528 foreclosures.?
While foreclosures are small in comparison to the number of housing units in San Francisco,
mortgage foreclosures are costly for homeowners, lenders, servicers, insurers, and cities.8
« Homeowners lose a stable, secure place to live, they lose equity, their credit rating is
damaged, and in the current housing market, they face potentially higher costs to replace
lost housing if they wish to remain in the city.
« Lenders absorb the loss for outstanding principal, legal fees, costs of holding and
maintaining the property, and real estate broker fees less the amount recovered from sale.
» Servicers lose the income stream from servicing fees when borrowers halt payments.
« Mortgage insurers pay for claims equal to the outstanding principal and all expenses
incurred less the proceeds from the sale of the house.
» -Foreclosed properties deteriorate and lose value. Cities lose tax revenue from vacant
homes. In addition foreclosed properties affect the value and marketability of neighboring
homes.
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Introduction: Foreclosures Process
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« Puts owner « Sets auction « Transfers
on notice . date and time » Can be postponed , ownership
» Starts the 90 « 20 Days * Lender places first _ » Occupant
day time posting bid ) may have to
clock publishing * Pay in full, in cash be evicted
+20days -+ Subject to senior
recording loans

+ At any time, before Trustee Deed/Foreclosure, the process can be cancelled.
* In 2013, the average time from Notice of Default to Trust of Deed in California was
approximately 425 days.’




Introduction: Report Outline

»  This report has four sections:
1.  The Mortgage Default Crisis and Factors of Foreclosure
«  This section first looks at the impact of the mortgage default crisis and the effect it
has had across different parts of San Francisco.
« It then looks at three key factors of foreclosure: home values, unemployment, and
the prevalence of high-cost loans and private-label security loans.
2. The Population At Risk of Foreclosure Today
* This section estimates the population at risk of foreclosure today.
3. A Survey of Mortgage Assistance Programs
«  This section reviews a number of existing government programs, various loan
acquisition strategies by non-governmental entities, and state and federal
mortgage servicing rules that have been recently implemented.
4. Recommendations .
»  This section recommends possible actions that can be taken by the City and
County of San Francisco based on the findings in this report.
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Section 1: The Mortgage Default Crisis and
Factors of Foreclosures in San Francisco
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| San Francisco’s Housing Stock and History of Foreclosures

»  There are an estimated 378,186 housing units in San Francisco, a small portion of which
face foreclosure every year.! San Francisco foreclosure rates have been historically low
relative to the rest of the nation. In 2014, San Francisco had 528 foreclosures bringing the
foreclosure rate to 0.15%. In comparison, the U.S. foreclosure was 1.04% in 2014, seven
times greater than San Francisco.?

«  While the impact of the mortgage default crisis has hit harder in other regions of the country,
San Francisco has not been completely insulated. Between 2008 and 2012, the height of
the mortgage default crisis, San Francisco had 3,827 foreclosures. The five years prior to

- this period, San FranCIsco had 605 foreclosures. This represents a 533% increase in
foreclosures.

e n 2008, the likelihood of defaults being cured fell to the point that defaulting borrowers were
just as likely to foreclose as they were to cure a default.

« Across the city, the volume of foreclosures have been falling steadily since 2011 and the
mortgage default crisis appears to be receding. However, zip codes representing southern
and southeastern areas of the city continue to have comparatively high foreclosure rates.
Bayview-Hunters Point has a foreclosure rate of 0.62%, four times the citywide foreclosure
rate.
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' Impact of the Mortgage Default Crisis in San Francisco

City and County of San Francisco

3,000

500

M Notice of Default W Foreclosures

Notices of Default and
foreclosures increased
modestly between 2000
and 2003 after the dot-com
bust compared to increases
during the mortgage crisis.
Notices of Default began to
escalate between 20086,
peaking in 2009, growing at
an average annual rate of
64.1%.

Foreclosures began to

_increase during this period

as well, but peaked two
years later in 2011.
Between 2006 and 2011,
foreclosures grew at an
average annual rate of
250%.
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Cure/Foreclosure Ratio

120 ‘ : * This chart shows the
' Cure/Foreclosure ratio

* Ahigher ratio means more

100 defaults ended in a cure
than foreclosure in a given
year. '

» This ratio has been as high
as 10 cures to every default
ending in foreclosure.

8.0

£ /\ | » Before the mortgage crisis,
g o0 _ in 2005, the ratio was 6 to 1.
£ \/ ' ‘ « By 2008, this ratio was 1 to
3 1, meaning that defaulting

40 : borrowers were just as likely

to foreclose as they were to
cure their default.
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20 * The ratio remained low
N — through 2011 before it
began to pick back up.
00 e In 2014, the ratio was at 3
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 .cures to every default

ending in foreclosure.
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High foreclosure rates are concentrated in southern and
southeastern neighborhoods of San Francisco.

!
i

- Foreclosure Foreclosure|
| Rate’2011  Rate 2014 |

ZipCode - Neighborhood

94124 Bayview-Hunters Point 2.06% 0.62%
94127 St. Francis Wood/Miraloma/West Portal 1.18% 0.45%
94112 Ingelside-Excelsior/Crocker-Amazon 1.20% 0.31%
94134 Visitacion Valley/Sunnydale 1.20% 0.31%
All Other Zip Codes |All Other San Francisco Neighborhoods 0.43% . 0.11%
Citywide San Francisco Citywide Average 0.56% 0.15%

» Foreclosures are mainly concentrated in the zip codes representing the southern and
southeastern neighborhoods.

» Since the mortgage default crisis, the number and the rate of foreclosures have
receded significantly. Since 2011, at the height of foreclosures, the citywide average
foreclosure rate has fallen from .56% to .15%.

«  However, foreclosure rates still remain comparatively high in certain low-income
neighborhoods. Bayview-Hunters Point has a foreclosure rate over four times the
citywide average.
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| Foreclosure Factors

* Increasing foreclosure rates are typically attributable to economic factors and bahk lending
practices. This report [ooks at three main causes of foreclosures during the mortgage crisis:
1.  Unemployment rate

2. Home values
3. Prevalence of high-cost and private-label securities (PLS) lending.

“ « Borrowers typically default on mortgages when they lack the capacity to make payments, such
' as when they lose their job, but if there is any equity remaining in the home, the borrower has
every incentive to sell the home and keep the equity rather than foreclose.

1« Even when home prices fall, borrowers who can afford their mortgage payments will typically
continue to do so even if they owe more than the property is worth since the cost to a
borrower’s credit rating from default is substantial. In addition, a choice to sell the property
means the borrower will have to realize the loss on the home whereas keeping the home
preserves the option of future gains in the property’s value.

» However, an income loss in combination with an underwater home puts borrowers in a
situation where the incentive is greater to foreclose rather than realize the losses from selling
the home.345

» Lastly, high-cost and private-label securities perform significantly worse than conventional
loans, and the prevalence of these loans preceded the run-up of foreclosures during the
mortgage default crisis. At the height of originations of these types of loans, the prevalence
was greatest in the Black population and in southern and southeastern neighborhoods of San
Francisco.
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Foreclosures vs Unemployment Rate 2000-2014
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Unemployment Rate

After the dot-com bust,
unemployment rose as high
as 6.9% in 2002, while
foreclosures remained
relatively level.

As demonstrated in the next
slide, home prices increased
during this period, which
may account for the modest
response of foreclosures to
increasing unemployment
compared to the period
during the mortgage default
crisis. A

By 2007, foreclosures
coincided with rising
unemployment rates, which
grew from 4.2% to a peak of
9.5% between 2007 and
2010.
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Foreclosures vs Home Values 2000-2014
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In 2002, when unemployment
rates rose to 6.9%, home
values had increased by
6.5% from 2001.

It is likely that increasing
home values during this
period contributed to the low
rates of foreclosures,
because borrowers were able
to sell their homes and retain
their equity rather than
foreclose.

After 2007, during the second
unemployment peak, home
prices dropped, declining at
an annual average rate of
4.2% between 2008 and
2011. :

The combination of high
unemployment and negative
equity led to arise in
foreclosures over this period.
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Prevalence of High-Cost and Privately-LabeI Security Lending

Mortgage-backed securities (MBS) are debt obligations that represent claims to the cash
flows from pools of mortgage loans. Most of which are issued by the federal agency Ginnie
Mae or the federally sponsored enterprises, Fannie Mae and Freddie Mac.
Some private institutions also securitize mortgages, and these types of mortgage-backed
securities are known as private-label securities (PLS). PLS loans are mortgage loans in
these private-label securities.
High-cost loans are defined in this report as loans with a high interest rate spread between
the loan rate and the rate of Treasury securities with comparable maturity.®

. Both PLS and high-cost loans perform significantly worse than prime loans.” 8 °
In the two years before the mortgage default crisis hit, originations in these types of loans
increased dramatically in San Francisco. In particular, the prevalence of high-cost/PLS loans
was greatest for Blacks. The prevalence of high-cost/PLS loans was between 11% to 24%
greater for Blacks than Whites. The highest prevalence across all categories was among
Blacks with $150,000 to $199,999 in income with a prevalence 36%, compared to 21% for
Hispanics, 19% for Asians, and 12% for Whites.9
In addition, these loans had the highest prevalence among zip codes representing the
southern and southeastern zip codes of San Francisco. This would suggest a targeted
marketing effort in specific geographical locations. '
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d Race and ethnicity categorizations are based on Home Mortgage Disclosure Act data designations.
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| Prevalence of High Cost and PLS Loans

mmForeclosures  ===PLS Share of Originations ~ =—High-Cost Share of Originations . . The trend of increasing PLS
1000 14.0%. loan originations began in 2002.
After a small decline in 2004, the
share of PLS originations
increased from 2.5% to a peak
of 7.2% in 20086. ‘
oo Asimilar spike in the share high-
cost originations occurred

500 .
- 12.0%

800

700

" £ between 2004 and 2006 as the

g - 8.0% ;én share went from 2.3% to 12.2%.
2 o 5 » Since 20086, the share of high-

: ?6 cost loan originations has fallen
" *%¢ dramatically.

* High-cost share of loans have
remained low, falling to 0.02% in
2013, but the share of PLS

originations has been

2o increasing. In 2013, the share of
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City and County of San Francisco

Prevalence of High-Cost and PLS Originations in 2005-2006 by

Borrower Income and Race

‘Borrower Income

i
i

Loan Type:

High-Cost/PLS

. Asian

T T T T R B e T e Sy e D R S S T PO S P T

"Hispanic

B A e T T e T Sy T P

Less than $50,000

Prime Loan

High-Cost/PLS|  13%

Prime Loan

High-Cost/PLS 18%

35%

15%

10%

$200,000 or more

Prime Loan

82%

65%

85%

90%

* In order to compare the prevalence of originations of high-cost/PLS loans across race, we

divided the number high-cost/PLS loans originated within each race by the total number of .
loans originated within each race. For example, for borrower incomes less than $50,000, 18%
of all loans made to Asians were high-cost/PLS. This table looks at originations from 2005-
2006, the height of high-cost/PLS originations.

» Across all income categories, the prevalence of high-cost/PLS loans was greatest for Blacks.

The prevalence was between 11% to 25% greater for Blacks than Whites. The highest
prevalence across all categories was among Blacks with $150,000 to $199,999 in income

with a prevalence 36%, compared to 21% for Hispanics, 19% for Asians, and 12% for Whites.
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Prevalence of High-Cost and PLS Originations in 2005-2006 by |

Zip Code'?
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This map shows the prevalence of
high-cost and PLS loans by zip code
between 2005 and 2006, the height of
high-cost/PLS originations.*

Zip Codes with the highest prevalence
of high-cost and PLS originations were
concentrated along the southern and
southeastern border of San Francisco.
The greatest prevalence was in Bay
View-Hunters Point where nearly a
third of originations were high-cost or
PLS loans.

Other southern neighborhoods with
high prevalence include Lake Merced,
Visitacion Valley/Sunnydale, and
Ingelside-Excelsior/Crocker-Amazon.
The concentration of these loans
suggests targeted marketing efforts in
specific geographical locations.

¥ This calculation is made by dividing the number of high-cost/PLS loan originations in a particularly zip code by total loan originations in the same zip code.
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ISCO

Section 2: The Population At Risk of Foreclosure
Today |
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‘The Population At Risk of Foreclosure Today

. 3,002 loans in San Francisco, or 2.4% of all loans with owner-occupied units, are
~underwater or near-underwater.*
. Nearly half of these underwater or near-underwater homes are concentrated in the

section of the city contained in zip codes 94112, 94124, and 94134. These zip codes are
concentrated in the south and southeastern neighborhoods of the city and represent
Ingelside-Excelsior/Crocker-Amazon, Bayview-Hunters Point, and Visitacion
Valley/Sunnydale.

. 746 of at-risk borrowers also have another feature that increases thelr risk of default.

- These risky features include interest-only, negative amortization, or a balloon payment.

K Certain loan and borrower attributes can make it difficult to assist the at-risk population.
These attributes include the number of loans, the size of the loan, and the income of the
borrower. Programs often exclude borrowers with more than one loan, with debt over
the conforming limit, and income over a certain threshold. Of the at-risk population, only
256 at-risk borrowers have taken out one loan that is below the conforming level with an
income estimated to fall within a 120% AMI threshold for a family of four.

. In addition to the population most at risk of foreclosure, borrowers who have equity but
lack the capacity to make payments may be subject to a short-sale. In the case of a
short-sale, the borrower would have to leave her home. And despite gains received from
the sale of the home, the current housing market would make it difficult to relocate into a
home within the C|ty :
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#This excludes homes with a current value over $1.5 million, homes more ihan $1 million underwater, below-market rate homes, and homes With Federal Housing
Administration loans. -
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| Defining the Population At Risk of Foreclosure Today

| The population at greatest risk of foreclosure today are borrowers with homes that are

: underwater or near-underwater. In the case of another recession, an increase in

, unemployment would make this group more likely to foreclose than other homeowners.

I Underwater Home or Negative Equity: A home is considered underwater when the
borrower has a higher debt balance on the home purchase loan than the current market
value of the home. This means these homes have a loan-to-value (LTV) ratio greater
than 100%. _

. Near-Underwater Home: A home is considered near-underwater when the borrower has

. an LTV between 91% and 100%.

. At-Risk Population: For the purposes of our estimates, the Controller’s Office defines
the at-risk population as a borrower that: :
. Occupies his or her home
. Has a loan-to-value ratio greater than 90%
. Is not participating in the City’s Below Market Rate (BMR) program or has a
Federal Housing Administration (FHA) loan.

. Has a current home value of less than $1.5 million
. Is less than $1 million underwater™ _
| e In addition to defining the at-risk population, this report looks at loans within this

population with additional risky features as well as the population of borrowers in this at-
risk population that is most reachable to a mortgage assistance program.
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All Mortgages in_San Francisco, 2014*

Loan Feature

All Owner-Occupled Loans 121,731 100%
Multiple Mortgages 29,068 23.9%
PLS | | | 3,377)  2.8%
Risky Attribute 5,385 4.4%
Reverse Mortgage 879 0.7%
Near-Underwater (LTV 91%-100%) 1,744 1.4%|
Underwater (LTV>100%) 2,328 1.9%

» There are over 174,010 loans in San Francisco, including 2" and 3 liens. Of these loans
121,731 are in owner-occupied units, nearly a quarter of which have more than one loan.

|+ 2.8% of owner-occupled loans are PLS.

| * 4.4% of loans in San Francisco have a risky feature, which lncludes one or more of the
; following: interest-only, negative amortization, or balloon payment

| *  3.3% of San Francisco loans are underwater or near-underwater.

o
O
IQ 3
o
o
©
S
LL.
o
3]
7))
(T
O
i
o
-
o
o
O
o
©
>
=
&

*The number of loans include 2" and 3 liens, which is why there are nearly as many loans as there are owner-occupied units in San Francisco.
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At-risk population in San Francisco makes up m_o_o_.ox:smﬂm:\
3% of city wide borrowers.

ISCO

Loan-to-Value Ratio.| All Borrowers PLS |
Greater than 100% 1,455 37
91% to 100% 1,547 - 23
Total . 3,002 | 60
. After excluding homes with a current value greater than $1.5 million, homes that are more

than $1 million underwater, BMR loans, and FHA loans, the current estimated at-risk
population comes to 3,002 homes. This makes up mv_oﬂox__ﬂmﬁmz 2.4% of all loans with

~ owner-occupied units in San Francisco.

. Of these homes, 1,455 are underwater making up over 48% of the at-risk loans. 37 of
these underwater loans are PLS.

K The Controller’s Office also considers near-underwater loans at-risk because the gains

| from selling a near-underwater home would be little or negative after commissions and
fees. Near-underwater homes also face the risk of becoming underwater, even with small
declines in home prices. There are 1,547 near-underwater homes, 23 of which are PLS. A
5% drop in home prices will push nearly half of these loans from near-underwater to
underwater. 4
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Percent of At-Risk Population by Zip Code
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Nearly half of the 3,002 at-risk
borrowers live within three zip
codes: 94112, 94124, and 94134
Zip codes, which contain many
low-income communities.

The 94124 and 94134 zip codes,
which represent Bay View Hunters
Point and Visitacion
Valley/Sunnydale, make up the
highest proportion of the at-risk
borrowers, each with 17% of the
at-risk population.

The 94112 zip code, which
represents Excelsior/Crocker-
Amazon, makes up 14% of at-risk
borrowers.

28




: . R %ofAt-Rlsk
Loan Feature =~ = ... Borrowers  Borrowers

Interest Only 17.0%
Negative Amortization | 346 11.5%
Balloon Payment 44 1.5%
One or More Risky Attribute , 746 24.9%
Adjustable Rate Mortgage 1,344 44.8%

Risky attributes are considered attributes leading to adjustments in a loan that make it more
difficult for borrowers to make their payments. These attributes include:

. Interest-only: the borrower pays only the interest on the principal balance for a set
term.
. Negative amortization: For a set term, the borrower has a loan payment less than

the interest charged. The difference in the payment and interest is added to the
unpaid principal balance.
. Balloon loan: a loan that does not fully amortize over the term of the loan, leaving a
balance due at maturity.
Nearly a quarter of at-risk borrowers has one or more risky attributes. 17.0% have an
interest only feature, 11.5% have a negative amortization feature, and 1.5% have a balloon
payment feature.
In addition to these risky attributes, 44.8% of at-risk borrowers have an adjustable rate
mortgage (ARM) on their first mortgage that is pending adjustment.
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. ‘ At-Risk Borrowers = s |
Time Until Next Rate ~ withPending .. = - . 1ARM with Rlsky‘ 'ARM wtihout

Adjustment Adjustments = = % Attributes ~ Risky Attributes
6 Months | 886 65.9% 619 561
6-12 Months 207 15.4% | 76 139
3 or More Years : 169 12.6% 18 157
Total 1344 100.0% 735 917
. 81% of at-risk borrowers with pending rate adjustments will see their rates adjust in the

next year, but not all rate adjustments are necessarily harmful to borrowers.
. Today’s low interest rates lower the probability of significant payment increases after rate

adjustments.
. However, thereis a particularly high rate of borrowers among this group with both a rate
- adjustment and a risky attribute.
. 735 of these borrowers have some form of risky attribute in thelr loan, which makes up

55% of the population with pending adjustments. These 735 borrowers have a higher
likelihood of facing unmanageable payments in the future than other borrowers.
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Lien Status of At-Risk Borrowers
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Lien Status At Rlsk Borrowers % . loans - Rlsky Attrlbute
First Mortgage Only 925 31% : 387 211
Loan Secured with 2nd Lien 1659 55% | 846 470
Loan Secured with 3rd Lien 418 14% 111 65
Total 3002 100% 1344 746

Of the at-risk borrower population, 2,919 are secured with more than one loan,
which makes assistance programs aimed at restructuring these mortgages
challenging. This means that two-thirds of the at-risk population will have trouble
becoming eligible for assistance.

In addition, a large number of borrowers with multiple mortgages also have
adjustable loans or risky attributes. Of these borrowers with multiple mortgages,
1,249 have adjustable loans and 535 have loans with risky attributes.
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Conforming Loans

CombinedLoanValue - | Borrowers  First Mortgage Only|

Less than $300,000 56 35
$300,000 to $625,500 1125 438
$625,500 to $800,000 837 ' 159
$800,000 to $1,000,000 : 452 116
$1,000,000 or more "~ 532 177

» Loan size is a factor that could affect a borrower’s ability to receive assistance in a
loan modification. A conforming loan amount in San Francisco is $625,500. This
means, 1,181 at-risk borrowers have conforming loans. Of these, 473 are borrowers
with only one mortgage. :
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Af—Risk Borrowers by Home Value

" Conforming Loans

A
+

Home Value = Borrowers " Conforming Loans First Mortgage Only |

Less than $250,000 13 13 10

$250,000 to $500,000 562 522 246

$500,000 to $750,000 1337 646 217

$750,000 to $1,000,000 ...ess 0 0_

$1,000,000 or more 455 0 0

Total 3002 1181 473

. The data used to look at at-risk borrowers does not include income information.
However, home values can be used as a rough approximation.

. Assistance programs often have income limits set to some level of area median

income (AMI). For example, the income threshold for the existing San Francisco
down payment loan assistance program is set at 120% of AMI. A household of four at
120% of AMI would have an income of $116,500. Depending on factors such as
down payment, interest rate, other debt, etc., this household could afford a home
between $400,00 and $500,000. _

. This suggests that an assistance program restructuring only conforming loans with
first mortgages set at 120% AMI would be eligible to 256 at-risk borrowers. A higher
AMI threshold would support a broader program.
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At-Risk Population Break Down
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¥ This cut excludes home values greater than $1.5 million, homes more than $1 million underwater, BMR loans, and FHA loans.
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Underwater Borrowers

BE e : Underwater
| Underwater - Conformmg Loans
... . . Conforming Loans First Mortgage Only
Estimate -~ .. | First Mortgage Only Home Value < $500k
Borrowers 222 160
Total Home Value S$97 million $63 million
Total Loan Value $110 million $74 million
Amount Underwater -$13 million -$11 million

. The amount of negative equity in a borrower’s home tells us how much would be
needed in principal reduction to bring the home above water.

. If we exclude the near-underwater population from at-risk borrowers with confomring
loans, a single mortgage, and a home value of less than $500,000, only 160 at-risk
borrowers remain.

. These borrowers have a combined total home value of $63 million, and a combmed

' total loan value of $74 million, Wthh means that this group of borrowers has $11 million
in negative equity.
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Population At Risk of Default and Relocation

. The analysis in this section focuses on the population most at risk of foreclosure based
mainly on loan-to-value ratios underwater or near-underwater. The reason for defining
this as the population at-risk of foreclosure is because any loss of income or increase in
payment that forces a borrower into default creates an incentive for the borrower to
foreclose rather than realize the losses from selling the home.

. A borrower that has equity in the home, but lacks the capacity to make payments has
every incentive to sell her home and keep the equity rather than foreclose. Borrowers
with equity have more options than underwater borrowers. They are generally better
candidate for a mortgage restructure and they have the option of a sale. However, in the
situation of a short-sale, the borrower would have to leave her home. And despite gains
received from the sale of her home, the current housmg market would make it difficult to
relocate into a home within the city.
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Homeowner Assistance Program Summary

. In our review, few post-purchase assistance programs for homeowners exist at the
municipal level. The ones that do are mainly in the form of home maintenance loans with
,, the aim of helping low-income homeowners bring their homes up to code.

| o At the federal and state level, few programs existed until recently when a number of

‘ assistance programs were created in response to the mortgage default crisis. These
programs provide assistance to homeowners in three ways: '

1. Principal reduction
2. Refinance Incentives
3.  Income support/One-time grants

* In addition to government programs, a number of Community Development Financial
Institutions (CDFI's) and nonprofits exist with the goal of stabilizing communities through
the acquisition of non-performing loans. The acquired loans are then restructured and
stabilized before being resold.

| This report also looks at how recent legislation from the State of California and rules from
the Consumer Financial Protection Bureau have changed underwriting standards in the

~ last year, which may mitigate the prevalence of high-cost loans, PLS loans, and loans with
risky attributes. ‘

. Lastly, the prevalence of PLS loans has been increasing in recent years, which suggests
there is a need for financial education among potential borrowers of these loans. Pre-
purchase housing counseling has been shown to be an effective way to reduce
delinquency rates and to mitigate credit risk.

City and County of San Francisco
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Principal Reduction Programs

» The intent of principal reduction programs is to help borrowers establish an appropriate level
debt and an affordable payment, by reducing the principal balance of a homeowner’s first
loan in connection with a recast, modification or a stand-alone curtailment.

» Two notable programs exist aimed at principal reduction:

1. Keep Your Home CA (KYHCA) Principal Reduction Program: The California
Housing Finance Authority (CalHFA) uses Hardest Hit Fund money from the U.S.
Treasury to administer a set of post-purchase homeowner assistance programs
through Keep Your Home CA. Included in this set of programs is the KYHCA
Principal Reduction Program, which provides a principal reduction grant to
homeowners with demonstrable hardship.

2. New York City Mortgage Assistance Program (MAP): New York City used public
and philanthropic funding to create a grant program in the form of a second loan.
MAP loans feature no interest and deferred payment for a 30-year term. In addition,
the program has a process for exceptions for payment at the end of the loan term.
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' Principal Reduction Programs

« There is a large difference in the number of borrowers served by each program. This is due
in part to the different populations being served and different eligibility criteria.

«  The KYHCA program has only served three borrowers in San Francisco in its four year
existence. Of the 65 applicants, 32% withdrew their application, while 42% were ineligible.
This low approval rate is due in part to the fact that KYHCA serves the entire state and
assists more borrowers in areas of California with greater concentrations of distressed
. mortgages. However, some of this may have to do with the eligibility criteria.

i« MAP, which began in 2010 and ended in 2014, served 233 borrowers. Of the 855 applicants,
22% withdrew their application and 50% were ineligible.

« These programs can be designed with a number of eligibility criteria, such as:

| + Maximum income level, generally set to a percentage of area median income (AMI)
Debt-to-income (DTI) ratio levels pre- and post- assistance

* Loan-to-value (LTV) ratios pre- and post- assistance

| = The MAP program has a more expansive criteria compared to the other two programs..

KYHCA's eligibility criteria is more restrictive in its LTV, DTI, and AMI thresholds than the

MAP program.
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Principal Reduction Programs

| * These programs demonstrate that program design can greatly affect the number of
borrowers being served. Eligibility criteria can have a large effect on restricting the pool of
borrowers or expanding it.

» The drawback of more expansive criteria is that it could potentially Iead to lower
homeownership retention rates. However, despite MAP’s more generous eligibility criteria, it

ot has a 100% homeownership retention rate with only one loan currently in default.

‘o1 « A principal reduction program can be designed to provide either a grant or a loan, both of
which have benefits and drawbacks.

» In a grant program, the borrower has the advantage of being free and clear of any new debt
and the benefits of having a reduced principal balance remain through the life of the loan.
However, in order to sustain a grant program indefinitely, an on-going funding source would
be needed. _

« . Aloan program has the advantage of being more sustainable. Like the grant program, a loan
program can only serve as many borrowers as funds are available. However, the advantage
of a loan program is that as loans are paid back, funds will become available to service new
loans. In addition, a loan program could be designed in a way that loans are repackaged and
sold to free up capital to service additional loans.
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Refinance Incentive Program

« The goal of a refinance incentive program is to encourage lenders and servicers to modify
loans through cash bonuses.

« The U.S. Treasury and the U.S. Department of Housing and Urban Development (HUD),
administers a refinance incentive program called the Home Assistance Mortgage Program
(HAMP), which targets troubled mortgages that were originated before 2009.
Homeowners in this program have their delinquencies immediately resolved and the
program aims to reduce monthly mortgage payments through the following methods:

» Change mortgage loan type (e.g. adjustable rate mortgage to a fixed-rate).

« Extend the term of the mortgage (e.g. from a 30-year to a 40-year term)

« Lower interest rates either temporarily or permanently to as low as 2%.

« Add any past-due amounts, such as interest and escrow, to the unpaid principal
balance, which is then re-amortized over a new term.

» The program works through incentives to lenders and services that include:

» Shared cost of reductions in monthly payments on first mortgages with lenders from
38% debt-to-income to 31% debt-to-income by HAMP.
« Bonuses based on the number of modifications and on performing loans serviced.
 In the San Francisco-Oakland-Fremont MSA in the third quarter of 2014, this program had
38,342 active permanent modifications. The median reduction of pre -modification
payments is around 40%
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Refinance Incentive Program

» One of the main barriers to loan modification is denial of a loan modification request by the
borrower’s bank. The bank may still deny requests for loan modifications even when
borrowers are able to receive assistance through government programs that make them a
better candidate for modification. Generally, denials are made because gains from
modification are small or in some cases non-existent relative to foreclosure from the
investor’s point of view.3

« Rather than bolster a borrower’s financial situation to make them a better candidate for
modification, a refinance incentive program tries to increase the benefits to the lender from
modification through a cash bonus to the bank. The advantage to the borrower is that a
modification through a program like HAMP will reduce their monthly payment. However, a
HAMP-like program does not necessarily reduce the amount of total debt to the borrower.
For example, one method of reducing monthly payments is to add past-due amounts to the
principal, which actually increases the borrowers total debt amount.

» Because this type of program works as a cash incentive to banks, in order to make it
sustainable, an on-going funding source would be needed.
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Income Assistance/One-Time Grant Programs

* The intent of an income assistance program is to help homeowners facing sudden,
unexpected economic hardship that makes it difficult for them to make their mortgage
payments.

» The most notable existing program is through KYHCA’s Unemployment Mortgage
Assistance Program (UMAP), which gives cash assistance to homeowners who have
experienced involuntary job loss and receive CA Employment Development Department
(CA EDD) unemployment benefits. Approved applicants can receive up to $3 000 a month
for up to 18 months ($54,000 maximum).

« In addition to income assistance, KYHCA also has two other one-time grant programs:

1. Mortgage Reinstatement Assistance Program (MRAP): This program targets
borrowers who have fallen behind on payments and need help reinstating their past
due first mortgage loans. Approved applicants are eligible for a one-time payment

~ of up to $25,000 to cover principal, interest, taxes, insurance, and HOA fees.

2. Transition Assistance Program (TAP): This program provides funds to
homeowners who have been through a foreclosure to help-them transition into a
new home. Households can receive up to $5,000 in funding.. ‘
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Income Assistance/One-Time Grant Programs

| o Approved ’Réd,uc‘tjio‘n o I
Program - ,Appllcants Borrowers per Borrower Total Cost 'Approved Withdrawn Ineligible:

UMAP 363 | 203 $16,924  1$3,435,610 | 56% 33% 12%
MRAP 310 24 $17,089 | $410,143 8% 51% 42%
| |TAP 5 0 $0 $0 0% 40% 60%

+  UMAP is KYHCA's largest program in San Francisco, both in number of borrowers served,
and in total cost. In its four years of existence, UMAP has served 203 borrowers in San
Francisco with an applicant approval rate of 56%. This approval rate is high relative to
KYHCA's other programs. This could be due in part to the criteria that requires borrowers to
be receiving CA EDD unemployment benefits. Borrowers seeking assistance are likely
selecting out if they aren’t receiving CA EDD assnstance which restricts to pool to borrowers
that are more likely to be eligible.

« KYHCA's one-time grant programs have been less robust in San Francisco. Only 24
borrowers were served through the MRAP program and no borrowers were served in TAP.
MRAP has only an 8% applicant approval rate, but the reasons for ineligible applications
are not possible to determine based on KYHCA information provided. However, for KYHCA
programs as a whole, servicers not approving applications for aSSIstance make up one-fifth
of ineligibility reasons.
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Income Assistance Program/One-Time Grant Programs

* Anincome assistance program addresses the issue of sudden economic hardship, which
combined with negative equity, becomes the biggest reason for foreclosure.

» The relatively high take-up of the KYHCA Unemployment Mortgage Assistance Program
provides evidence that this is an important program in helping homeowners retain their
homes.

* Income supports can be designed in a number of ways that mclude maximum amounts, time
limits, income tests, etc. An advantage of an income assistance program over a one-time
grant is that it can sustain a borrower over a period of time through regular payments. In the
case of KYHCA, this is an 18 month period of unemployment support. However, like any
cash assistance program, in order for it to be sustainable, an on-going funding source would
be needed. |

» A one-time grant or time-limited grant program can be designed to serve the purpose of
emergency funding. The likelihood of default greatly increases when a borrower faces a
sudden economic hardship. An emergency assistance program can serve to bridge the
borrower through a difficult period.
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Loan Acquisition by CDFI’s and Nonprofits

« A number of Community Development Financial Institutions (CDFI1)'? and nonprofit
investment companies have the mission of stabilizing communities through the acquisition,
modification, and reselling of troubled mortgages using a combination of private capital and
public funding.

* These organizations mainly acquire loans at a discount through either HUD pools of non-
performing loans or through direct agreements with lenders.

« Three programs are reviewed in this report:

1. National Community Capital (NCC): This is the subsidiary of a CDFI, that acquires
loans mainly through HUD pools of non-performing loans. NCC has acquired loans
in New Jersey, Florida, and North Carolina and uses a comblnatlon of private capital
and money from the Hardest Hit Fund to those loans.

2. Hogar Hispano: This group is a nonprofit that works directly with banks to acquire
pools of loans. These loans are restructured using mainly private capital and in
some cases Hardest Hit Fund money.

3. Mortgage Resolution Partners (MRP): This organization had the goal of seizing
private-label securities through eminent domain to restructure and resell. To date,
MRP has not been able to operationalize their plan, and recent federal Ieglslat|on
has limited their strategy.
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Program Profile =~

'\ National Communtiy Capital .~ Hogar Hispano

Borrowers Receiving Program Service 379 , 463
Average Pre-Assistance UPB $189,091 $72,203
Public Funding Principal Reduction $29,082 » SO
Private Capital Principal Reduction ‘ $42,175 S5,791
Average Post-Assistance UPB $117,833 $66,412

NCC has serviced 379 loans mainly through HUD pools of non-performing loans while
Hogar Hispano has served 463 loans mainly through pools of loans bought directly from
banks.

NCC draws its public funding from the Hardest Hit Fund money to supplement private
capital principal reduction. Hogar Hispano uses private capital to pay down principal
balances. ‘

NCC has stated that 60% of its loans are stabilized. 67.6% of Hogar Hispano loans have a
status of re-performing, modified, short sale, or paid in full.

These loans are from state-level pools. Our review has not found a municipal-level strategy
for acquiring loans. However, NCC has been in discussions with Oakland in trying to
acquire loans. |

Given the small geographical area of a city, and the rising home prices in the Bay Area, the
number of loans investors would be willing to sell to CDFI’s'and nonprofits may be very

“small.
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The Use of Eminent Domain: Program Design

» The City of Richmond CARES program and its partnership with Mortgage Resolution
Partners (MRP) represents a model of acquiring underwater PLS loans through the use of
eminent domain.

«  MRP’s program would rely primarily on refinancing seized loans through the Federal
Housing Administration’s (FHA) short refinance program and securitization through Ginnie
Mae.

* An example from an Urban Institute study assumes a home with a market value of

’ $200,000 was purchased for $400,000, with a loan of $300,000.

« The City would use eminent domain to seize the loan, and with MRP financing,
compensate the lender by 80% of the fair market value ($160,000).

* The loan would be transferred to MRP for servicing, and MRP would help the homeowner
refinance the loan for $195,500, with $5,000 of proceeds held by HFA for initial loan
insurance premium. _

» Fees to fund city staff and MRP’s expenses would come from the difference between the
refinance proceeds and the loan cost ($190,500-$160,000=$30,500).

« MRP would receive a $4,500 servicing fee per successful transaction, and the rest of the
proceeds would go to MRP’s funders and the City.13
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The Use of Eminent Domain: Federal Limitations

» The strategy of using eminent domain to restructure loans has been limited with the
passage of the Fiscal Year 2015 Omnibus Appropriations bill, which contains language that
effectively prohibits HUD, FHA, or Ginnie Mae's involvement with any mortgage seized
through eminent domain, -or any mortgage replacing a seized mortgage. 4

» The provision does not preclude the participation of the Federal Housing Finance Agency
(FHFA), Fannie Mae, or Freddie Mac from the purchase of seized mortgages.

« However, FHFA General Counsel issued a memorandum in opposition to the use of
eminent domain, finding that it “presents a clear threat to the safe and sound operations of
Fannie Mae, Freddie Mac, and the Federal Home Loan Banks...” and would “run contrary
to the goals set by Congress for the operation of conservatorships by FHFA..."15

* In a subsequent statement, FHFA described possible actions that it could take, which
include initiating legal challenges to any jurisdiction sanctioning the use of eminent domain
to restructure loans and cease business activities within any jurisdiction employing eminent
domain to restructure loans.®

« The Controller’s Office reached out the General Counsel and confirmed that the positions
taken in the memo and statement have remain unchanged.

* Precluding any participation from Fannie Mae or Freddie Mac, the use of eminent domain
would seem to be an inviable option.

«  One possible option would be the purchase of loans from third parties and the sale of loans
to third parties, but this option poses similar legal risks as outlined in the FHFA General
Counsel memo.
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' The Use of Eminent Domain: Risks to the City
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Securitized loans are particularly difficult to restructure in large part because they exist in
pools of loans with multiple investors and contracts governing the pools that make it difficult
to restructure individual loans. Emlnent domain circumvents this problem by seizing these
loans.

“However, the use of eminent domain comes with a number of risks, including risks to the

City’s borrowing costs, legal risks, and the impact on cost of lending in the city.

Borrowing Cost Impact:

The City’s participation in an eminent domain program will likely have broader negative
impacts on the City’s participation in financial markets, at least for an initial period following
program adoption.

Approval of proposed legislation will likely be negatlvely perceived by financial markets,
insurers, other financial intermediaries, and potential investors in the city. It is likely that after
proposing an eminent domain program, the City would need to use a “negotiated sale”
versus a “competitive sale” approach to selling City bonds for a some period after the
proposal, which would draw fewer potential investors and transaction participants, resulting
in higher sale costs and less competitive interest rates.

If this occurs, this would increase debt service costs over the life of the bonds, or reduce the
amount of bond proceeds available for various financed projects. For example, a modest 10
basis point (or 0.1%) increase equates to a net present value of $30 million in additional
interest costs over the 20 to 30 year life of the $1.62 billion in bonds the City plans to issue
this fiscal year.
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. The Use of Eminent Domain: Risks to the City

Legal Risks to the City:

Lenders are likely to challenge any eminent domain proceedings in two ways:

1. Right to Take: Questions on the “Right to Take” center around whether or not there is a
public purpose, whether or not a *“taking” is necessary, and whether or not mortgages are
within the City’s territorial jurisdiction.

» The MRP strategies uses eminent domain to seize performing loans. Opponents of
this program have argued that this is an improper “taking” because a performing
loan creates no threat to the community, particularly when no assurance exists that
the asset would cease performing.

«  Since mortgage backed securities are traded domestically and internationally, some
opponents have suggested that using eminent domain this way would be a violation
of the Commerce clause, which requires states not to interfere with interstate
commerce except where there is a legitimate interest.

2. Just Compensation: When using eminent domain, the City must pay just compensation
(i.e. fair market value) as defined under state and federal law. Such a program will
encounter difficulty in determining values of performing loans. MRP’s strategy calls for a
price that they say factors in the risk of default, but opponents argue that this price is
below market value. Opponents also argue that the forfeiture discount is based on an
exaggeration of foreclosure risk.
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The Use of Eminent Domain: Risks to the City

Impact on Mortgage Lending in San Francisco:

» The use of eminent domain will likely have an impact on the availability of credit to potential
borrowers. .

* Lenders currently do not account for the possibility of eminent domain seizures in their risk
models and the implementation of an eminent domain program would warrant an
adjustment. Lenders are likely to risk adjust by either raising interest rates, demanding
larger down payments, or both.

» These adjustments would be made to compensate for future potential seizures and to
provide a buffer against losses in the event of a seizure. The adjustments create
restrictions in credit that would make it more difficult for potential homebuyers to get
affordable loans and lower the number of homebuyers in the market.

» Lastly, the effect of such a program could actually artificially depress the value of homes.
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Mortgage Servicing Rules

* Inresponse to the mortgage crisis, federal and state governments implemented new
mortgage rules aimed at reducing foreclosures and tightening underwriting standards.

* The California Homeowners Bill of Rights became law on January 1, 2013 to ensure fair
lending and borrowing practices for California Homeowners. The laws are designed to
guarantee basic fairness and transparency for homeowners in the foreclosure process.

» Key provisions include:

» Restriction on dual track foreclosure: Mortgage servicers are restricted from
advancing the foreclosure process if the homeowner is working on securing a loan
modification. : :

« Guaranteed single point of contact: Homeowners are guaranteed a single point of
contact as they navigate the system and try to keep their homes.

« Verification of documents (i.e. no robo-signing): Lenders that record and file multiple
unverified documents will be subject to a civil penalty of up to $7,500 per loan in
action brought by a civil prosecutor.

« Enforceability: Borrowers will have authority to seek redress of “material” violations
of the new foreclosure process protections.

+ These key provisions were created to reduce the likelihood of foreclosure.
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Mortgage Servicing Rules

« The Consumer Financial Protection Bureau (CFPB) issued new mortgage servicing rules,
which began implementation in 2014.

« There were many key provisions implemented to make it easier for borrowers to cure
defaults and two key provisions that affect underwriting standards.

« The first provision affecting underwriting standards is the “Ability-to-repay” provision, which
requires creditors to make a reasonable and good-faith determination that a borrower has
the ability to repay the loan according the loan terms. The provision lists a guideline for
basis of determination of the ability to pay and includes rules on verification of documents,
such as income or assets, employment status, and credit report. This tightening of
underwriting rules will have an impact on originations of high-cost and PLS loans.

« The second key provision is a new category of loan called the “qualified mortgage.” A
“qualified mortgage” is a category of loans that has certain, more stable features that make
it more likely that a borrower will be able to afford the loan. For example, interest-only
loans are not permitted. Servicers are incentivized to issue “qualified mortgages because
the creditor or assignee enjoys certain legal protections in the form of a safe harbor or
rebuttable presumption of compliance with the ability-to-pay requirements. This provision
seeks to reduce loans with risky features through incentives to creditors.
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Housing Counseling and Financial Education
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Before the onset of the mortgage default crisis, there was a sharp increase in the
prevalence of high-cost and PLS loan originations in 2005 and 2006. In the three years
after this spike, lenders dramatically reduced originations of these types of loans. Since
2009, the prevalence of high-cost loans has remained low. However, PLS loans have
begun to see an increase in prevalence, making up 2.6% of loan originations in 2013.
While this is well below its 2006 prevalence rate of 7.2%, the percentage of PLS loan
originations is still trending upwards.

Pre-purchase housing counseling has been shown to be an effective way to reduce
delinquency rates and to mitigate credit risk.'” However, the use of housing counseling

_services has been tied mainly to loans and programs that make housing counseling a

requirement. High-cost loans and PLS loans are generally market rate purchases not tied
to programs that require housing counseling services, which makes it harder for housing
counselors to access borrowers who may potentially be entering into these types of loans.
In addition, since the dissolution of redevelopment agencies, housing counseiing agencies
have seen diminished funding, which affects their ability to reach borrowers who could be
helped by pre-purchase housing counseling services.
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ISCO

Section 4: Recommendations
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| Recommendations

Programs currently available to San Francisco-homeowners with troubled mortgages have a
positive impact on reducing foreclosures, but have a number of limitations. This report makes
two recommendations for reducing negative equity or mitigating the impact of sudden
-economic hardship should policymakers wish to assist homeowners with troubled mortgages:
1. Develop a mortgage assistance program for homeowners with troubled mortgages that
would reduce a borrower’s principal loan amount in order to support a loan restructure.
2. Develop an emergency assistance program targeting homeowners who have had an
unexpected hardship and have defaulted or are at risk of default.
Should policymakers wish to pursue these recommendations, the structure of the programs,
including income and other restrictions will need to be set to define an eligible population to
target limited resources. An analysis on the number of borrowers served and staffing would
also be needed in order to determine the cost of the programs.
In addition to these recommendations, three ideas were introduced in this report that warrant
further exploration:
1. CDFI’'s and nonprofits acquiring non-performing loans seem to pose low financial risks
~and low administrative burden to the City, with possible, but likely minimal, benefits that
warrant an exploration of a partnership. o '
2. Enhanced legal assistance may be helpful for homeowners seeking legal representation
against lenders violating recently implemented mortgage servicing rules.
3. Enhanced pre-purchase housing counseling services for outreach to neighborhoods with
comparatively high prevalence rates of high-cost loans and PLS loans. -
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Recommendations: Down Payment Assistance Loan Program

* The risk of foreclosure greatly increases when a borrower is underwater and options for
homeowners are limited in terms of principal reduction.

« HAMP is able to assist borrowers whose originations were before 2009, but over 40% of
the estimated at-risk borrowers had loan originations in 2009 or later. This leaves a large
number of at-risk borrowers whose only safety net is KYHCA should they have trouble with
their mortgages. But given KYHCA's strict eligibility requirements and its expiration in 2016,
these borrowers have few good options in terms of principal reduction programs.

« Given the large number of borrowers at-risk without a safety-net, this report concludes that
the Mayor’s Office of Housing should develop a mortgage assistance program for
homeowners with troubled mortgages that would support a loan restructure by reducing the
principal amount through a second loan.

 Eligibility criteria can include loan-to-value ratios, debt-to-income ratios, and area median
income percentage in order to define a population to target limited resources.
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Recommendations: Em‘ergenc':y Assistance Program

« Underwater borrowers having trouble with their mortgage payments are more likely to find

that their best alternative is to foreclose. Bringing a borrower above water or helping them
. with their payments removes this incentive.

* In some cases, reducing the borrower’s principal amount to support a loan restructure as
the first recommendation suggests is not the appropriate solution for borrowers facing a
sudden economic hardship. In such cases, it's possible the borrower needs one-time or
short-term assistance to carry them through an economic hardship. '

« An emergency assistance program can be as either a loan or a grant. And since this
program would act as emergency support it would require parameters for a maximum
assistance amount, and a time-limited duration of support. ,

* An income assistance program should include criteria such as the ability of the borrower to
demonstrate economic hardship (e.g. receiving CA EDD unemployment benefits, sudden
unexpected medical expense, etc.). A program like this could be developed in conjunction
with the expiration of KYHCA.
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Recommendations: Explore partnership with CDFI or nonprofit

» CDFI's and nonprofits in the business of acquiring, restructuring, and reselling loans
generally acquire pools of loans at the state level.

« ltis unclear how effective a program like this would be at the municipal level, given the
small geographical location and San Francisco’s rising home prices. As home prices
continue to rise in San Francisco, investors will be less willing to sell loans in their portfolio.

«  However, the only participation by the City would be to connect these organizations with
the banks. The City would have no fiscal exposure, and seemingly no administrative
responsibility aside from making the initial connection between the organization and the
banks.

« Since the risks seem minimal, but the benefits unclear, we believe a"partnership with a
CDFI or nonprofit warrants some exploration.
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Recommendations: Explore Enhanced Legal Assistance
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The recently enacted mortgage servicing rules were created to reduce the likelihood of
foreclosure and to reduce the prevalence of originations of riskier loans. These rules also
allow borrowers to seek redress of “material” violations of the new foreclosure process
protections. '

However, not all borrowers have the knowledge necessary to seek redress of “material”
violations and not all borrowers have the means o acquire legal counsel in order to seek
redress of these violations. :

This report recommends exploring the use of funds for enhanced legal assistance to
borrowers facing lenders who have violated the new mortgage servicing rules.
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| Recommendations: Enhanced Housing Counseling Services

Pre-purchase housing counseling has been shown to be an effective way to reduce
delinquency rates and to mitigate credit risk. However, the use of housing counseling
services has been tied mainly to loans and programs that make housing counseling a
requirement. High-cost loans and PLS loans are generally market rate purchases not tied
to programs that require housing counseling services, which makes it harder for housing
counselors to access borrowers who may potentially be entering into these types of loans.
Since the dissolution of redevelopment agencies, housing counseling agencies have seen
diminished funding, which affects their ability to reach borrowers who could be helped by
pre-purchase housing counseling services. '

This report recommends exploring enhanced housing counseling services with the purpose
of outreach to communities and neighborhoods where there is a comparatively high
prevalence of high-cost loans.
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Appendix: Data Description

+ U.S. Census Bureau, American Community Survey: This data was used for its estimate
on the number of housing units in San Francisco. This data was used to report the number
of housing units and to calculate foreclosure rates.

« Assessor-Recorder Foreclosure Data: This data comes from the Office of the Assessor
It is used mainly in the first section of the report to analyze the impact of the mortgage
default crisis, including trends in defaults and foreclosure, cure rates, and foreclosure rates
by neighborhood. In addition, the data was compared to home value trends,
unemployment rate, and the prevalence of high-cost and PLS loans.

+ Zillow Home Values: Zillow estimates the market value of homes using tax assessments,
prior and current transactions, and physical attributes of the home such as location, lot
size, square footage, number of bedrooms and bathrooms, and other details.

» California Employment Development Department. Unemployment rate estimates were
taking from the CA EDD.

+ Home Mortgage Disclosure Act data: This data was used to estimate the prevalence of
high-cost and PLS loans.

« Corelogic Listsource data: This data was used to estimate the population at-risk of
foreclosure, and to analyze various loan attributes of this population.
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End Notes

10.

11.

12.

American Community Survey 2009-2013 5-Year Estimate.

San Francisco foreclosure rate calculated using data from the San Francisco Assessor’s Office, American Community Survey.
The U.S. foreclosure rate comes from RealtyTrac average of quarterly foreclosure rates in 2014.

Deng, Yong Heng, John Quigley, and Robert Van Order. 2000. “Mortgage Terminations, Heterogeneity, and the Exercise of
Mortgage Options.” Econometrica 68 (2): 275-307.

Lacour-Little, Micahel. 20047. “Equity Dilution: An Alternative Perspective on Mortgage Default.” Real Estate Economics 32
(3):359-384

Cutts, Amy Crews, and Richard K. Green. 2005. “Innovative Servicing Technology: Smart Enough to Keep People in Their
Houses?” In N. Retsinas, & E. Belsky (Eds.), Building Assets, Building Credit: Creating wealth /n Low-Income Communities,
pp. 348-377. Washington DC: The Brookings Institution press.

This method of identifying high-cost loans is a replication of the method used by the Furman Center for Real Estate & Urban
Policy in the report, “Declining Credit & Growing Disparities: Key Findings from HMDA 2007.": HMDA requires lenders to report
when the spread between the annual percentage rate of a loan and the rate of Treasury securities of comparable maturity is
greater than three percentage points for first lien loans, and five percentage points for junior lien loans. In this report, all loans
with APRs above this threshold are referred to as high-cost loans. The high-cost loan estimate serves as a proxy for subprime
loans.

Foote, Christopher, Kristopher Gerardi, and Paul Willen, 2008, “Negative Equity and Foreclosure: Theory and Evidence,”
Journal of Urban Economics, 6 (2), 234-245

Mayer, Christopher, Karen Pence, Shane M. Sherlund 2009, “The Rise in Mortgage Defaults.” Journal of Economic
Perspectives, 23 (1), 27-50.

Furman Center for Real Estate & Urban Policy, 2008, “Declining Credit & Growing Disparities: Key Findings from HMDA 2007.”
Furman Center for Real Estate & Urban Policy, New York University School of Law and Wagner School of Public Service.

This map is based on 2014 zip code boundaries in Tableau. Two zip codes from the data do not exist in Tableau, 94160 and
94143. 16 originations were transferred from 94160 to 94102 and 302 originations were transferred from 94143 to 94122.

We exclude homeowners that are more than $1 million underwater because these borrowers generally have high-value homes
and are too deeply underwater to be reached by any meaningfu! assistance program.

Community Development Financial Institutions are U.S. Treasury certified institutions that provide credit and financial services
to underserved markets and populations
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Center.

Section 236 of the FY 2015 Omnibus Appropriations bill: “None of the funds made available in this Act shall be used by the
Federal Housing Administration, the Government National Mortgage Administration, or the Department of Housing and Urban
Development to insure, securitize, or establish a Federal guarantee of an mortgage or mortgage backed security that
refinances or otherwise replaces a mortgage that has been subject to eminent domain condemnation or seizure, by a state,
municipality, or any other political subdivision of a state.”

Pollard, Alfred M., General Counsel. Summary of Comments and Additional Analysis Regardmg Input on Use of Eminent
Domain to Restructure Mortgages [General Counsel Memorandum]. Washington, DC: Federal Housmg Finance Agency.
August 7, 2013.

Federal Housing Finance Agency. FHFA Statement on Eminent Domain [Federal Housing Fmance Agency Statement].
Washington, DC. Federal Housing Finance Agency. August 8, 2013. »

Hatcher, Desiree. 2006 “Foreclosure Alternatives: A Case for Preserving Homeownership.” Profitwise News and Views.
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Contact

Jay Liao, Office of the Controller
415.554.5159
jay.liao@sfgov.org

Ben Rosenfield, Controller
415.554.7500
ben.rosenfield@sfgov.org
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From: Board of Supervisors (BOS)
To: ' BOS-Supervisors
Subject: FW: Women Biking San Francisco

From: Ana Sophia Mifsud [mailto:amifsud@stanford.edu]
Sent: Thursday, February 05, 2015 5:17 PM

To: Board of Supervisors (BOS)

Subject: Women Biking San Francisco

Hello,
My name is Ana Sophia Mifsud and | am currently a student at Stanford University.

| am in a group with two other Stanford students (whom I've cc'd to this email) who are working on a project, in partnership
with the San Francisco Bike Coalition, to increase women bike ridership in San Fransisco.

As a part of our project we are trying to reach out to women who don't already bike in San Francisco. We are looking for
ways to distribute a survey to gather data on why women in San Francisco are not riding bikes.

We were wondering if you had a list of women's organizations that would be interested in partnering with us and
distributing our survey to their members.

Please let me know if you would like to talk about this more either by email or by phone. This project is on a very tight
deadline, so we would really appreciate any sort of response before Tuesday the 10th of February.

Thank you for your time and consideration.
Hope to hear from you soon,

Ana Sophia



From: Board of Supervisors (BOS)

To: BOS-Supervisors
Subject: FW: The Judge Judy show
Attachments: JUdge Judy Show.pdf

Sent: Saturday, February 07, 2015 11:26 AM
To: Board of Supervisors (BOS)

Cc: dupontmaxb@gmail.com

Subject: The Judge Judy show

February 7, 2015
To all the members of the Board of Supervisors of the City of San Francisco both jointly and separately :

Kindly find attached our own very clear and totally educated opinion on the show in question which, in our opinion again,
falls in the category of "those things" we all (with the accent, certainly, on our "elected officials") have both a personal and
civic duty to rise against, on the ground of it being highly contrary to "what this country was founded to be" and its "future
interest’.

We have just finished a fifty four pages long article which, in line with W. C. Fields own stance on such

matters, completely supports all the contents of the attached and which we would like to submit to your own sense of what
consitutes "right" versus "wrong" before going public with it. Please let us know whether you would be interested in just
one copy of it which, then, could be easily duplicated by your office so that each one of you could appreciate its possible
impact in ali comnforts.

Some (if not all) of you might feel it below your dignity to have anything to do with what may be, erroneously, perceived by
you as being just a "television show", which, even then, would be the "wrong stand" to take as no one (of any mind) will
deny that "television" is, perhaps and by design, the "most influential factor” in most lives and the "bitch" in question
(which, as such, was specifically chosen by no one less than the initiator of the "60 minutes" show for, actually,

the "absolute direct opposite" for just one more particularity!) is presently heralded by "media" (of a "specifiic- misguided
denomination") as the "American Mandella” of the "judicial profession”, which where, in our opinion, "television" ceases to
be just "perverted entertainment" for its own "bottom of the barrel".

At this point, please reread the attached and measure the importance of the "absolute defection"of the FCC, hre
Department of Justice and the entire Press in the matter for over nineteen years now.

Judge Wapner said: of the "Bitch" in question: "She is not portrayning a judge as | view a judge should act. Jusde Judy is
discourteous and she is abrasive. She is not sllightly insulting, she is INSULTING in capital letters", to which the "mentally
deranged bitch" who built an entire carrier on having nothing nice to say about anyone (including her husband who was
raised to love it), to the tune of 7 1/2 hours per week for the last 19 years, responded: "l refuse (all the while doing it of
course) to engage in similar similar mud slinging. | don't know where or by whomJudge Wapen was raised (both of which
happen to be just fat lies, of course, just like anything else pertaining to the "show" in question because she had no
reason to figure that he had been raised by anyone else other than by his parents, etc., etc.) but my parents taught me
when you don't have something nice to say about someone, say nothing" and, if just the "incredible effrontery and absurd
stupidity of the statement in question” does not motivate anyone of you, at the Board of Supervisors of San Francisco to
do "something" about it, SO BE IT but NOT witout a confrontation.

All we are asking of you at the moment is just your "personal opinion" (which could be expressed with just a few words or
more depending on your own orientation) on the "show" in question and we believe that it is NOT an "out of place
demand" on your own either "palitical or personal time". We are NOT asking you to agree with us. As a matter of fact, we
will welcome the opposite because it would give us a chance to, publicly, defend our case against yours.

For the "ALLIANCE FOR THE PRESERVATION OF THIS COUNTRY AS IT WAS FOUNDED TO BE",

- )



Sincerely,

Max B. Dupont (dupontmaxb@gmail.com




From: Board of Supervisors (BOS)
To: BOS-Supervisors
Subject: FW: Racism from City Hall

From: Allen Jones [mailto:jones-allen@att.net]

Sent: Saturday, February 07, 2015 11:09 AM

To: Kim, Jane (BOS)

Cc: Breed, London (BOS); CohenStaff (BOS); Cohen, Malia (BOS); Heather Knight; CamposStaff (BOS); Johnston, Conor
(BOS); Low, Jen (BOS); Christensen, Julie (BOS); Farrell, Mark (BOS); Board of Supervisors (BOS)

Subject: Racism from City Hall

To All Members of the San Francisco Board of Supervisors,

[ think it is a shame that | have a website that has chronicled some of the racism that | see many
Blacks here have to navigate through. In all honesty, my only problem has been with City Hall's
treatment (ignoring) of race related issues. | have not been treated rudely by San Franciscans. The
link, if you care to follow is more embarrassment for the city but it is obvious City Hall does not care to
address it.

http://www.blacknews.com/news/san-francisco-host-city-super-bowl-50-penalty-flag-racial-
taunting101.html#.VNPA-y6vzNI

Allen Jones
(415) 756-7733
jones-allen@att.net

The only thing | love more than justice is the freedom to fight for it!
--Allen Jones--




From: '
Sent:
To:

Subject:

Max Schweitzer [maximillian.schweitzer@gmail.com]

Monday, February 09, 2015 4:25 AM

Board of Supervisors (BOS); Campos, David (BOS); Mar, Eric (BOS); Kim, Jane (BOS);
Avalos, John (BOS); Christensen, Julie (BOS); Tang, Katy (BOS); Breed, London (BOS);

Cohen, Malia (BOS); Farrell, Mark (BOS); Yee, Norman (BOS); Wiener, Scott

Homeless Plan

This is the basic plan to get all homeless off the streets permanently. There are currently more than enough facilities
to house every homeless person on the street immediately.

Most SF homeless have severe brain damage and are unable to make logical rational decisions for themselves. Homeless

are dying at a rate of 1 every other day. "Laura's Law" recently approved in SF will be used to force homeless into
programs and treatment.

Approximately 50% of all SF homeless are US military veterans intentionally being dumped by Congress to literally die

of criminal negligence in the street. VA is denying them benefits for ''non-combat injuries" and SSA further denies

them.

MAP OF FACILITIES

1. Point of Contact
Lava Mae mobile shower service will be required with most cases.

SFPD/FD Ambulance

HOT (Homeless Outreach Teams)
Park Ranger(s)/Police

CHP

FPS

GGBHD

VA

Swords to Plowshares

2. Medical Attention .
Under direction of HHS and eventual control pending Federal legislation

SF General Hospital/Laguna Honda
Navigation Center

UCSF

VA Hospital/Clinics

SFDPH Clinics

Kaiser Permanente

Dignity Health

CPMC

Chinese Hospital

NEMS

3. Detox and Rehabilitation

American Red Cross management and coordination of all detox facilities.

Delancey Street Foundation

Salvation Army
St. Vincent de Paul




e  St. Anthony's

3A. Juveniles
City control of all various facilities, programs, and management. Coordination with SFUSD, SFPD, SFDA, SFDPH, SFHSA.

4. Housing/Shelter
American Red Cross control and management of all various facilities. A total of 7380 units can-currently be found with the 3
criminal non-profit housing developers.

TNDC (Red Cross controlled)

CCDC (Red Cross controlled)

Mercy Housing (Red Cross controlled)

Unorganized unofficial unlisted in 311 shelters (Red Cross controlled)
SFHA (HUD)

HUD vouchers

4A. Veterans Housing

Vets have different needs and must be in separate supportive residential units. VA is building a facility in the former Bohemian
Club building. CalVet is building a facility on the former UCSF Laurel Heights campus. Swords to Plowshares will have
another location in the Presidio at Ft. Scott.

o Swords to Plowshares
¢ Planned VA Bohemian location
e Planned CalVet Laurel Heights location

5. Case Management/Oversight/Training

HHS
SFDPH Social Workers
SFHSA

VA

Swords to Plowshares
Goodwill Industries
CCSF

6. Release
Mostly unlikely due to severe health issues. FBI will be monitoring and working,



From: ' Board of Supervisors (BOS)
To: ’ BOS-Supervisors
Subject: FW: Bicyclists in the PEDESTRIAN diversion on First Street between Mission and Howard

From: David Nadler [mailto:mr.zydeco@yahoo.com]

Sent: Monday, February 09, 2015 10:16 AM

To: info@transbaycenter.org; Board of Supervisors (BOS); SFPD Southern Station (POL)
Subject: Bicyclists in the PEDESTRIAN diversion on First Street between Mission and Howard

[ will first lament the more or less complete lack of enforcement of the laws against bicycling on the sidewalks in
commercial districts in San Francisco.

It's bad enough that we pedestrians are routed around the various TJPA projects like rats in a maze. It's even worse that
there’s a pedestrian diversion on First Street between Mission and Howard that has one-way traffic as steel beams are
hoisted by cranes and get a little bit too close to overhead for comfort. | had a cyclist whiz past me in this pedestrian
diversion this morning. That is beyond the limit of what is acceptable.. | don’t really care what it costs the project or the
City and County of San Francisco, but if you're going to have this pedestrian diversion, IT MUST BE KEPT CLEAR OF
BICYCLE RIDERS 100% OF THE TIME. An accident could easily send a pedestrian over the plastic barrier and into
traffic.

Respectfully submitted,
David Nadler

| live and work in San Francisco.
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From: Board of Supervisors (BOS)
To: BOS-Supervisors
Subject: FW: SFERS Investment

From: Jackie Brown [mailto:rbelle888@gmail.com]
Sent: Monday, February 09, 2015 11:11 AM

To: Board of Supervisors (BOS)

Subject: SFERS Investment

Dear Board of Supervisors:

I have sent you an e-mail to urge the SFERS Board not to invest in any hedge funds. Today I read in the SF
Examiner that there are over 3,000 homes in the City that could foreclose.” Some of the occupants of these
home could be SFERS members.

I ask you again that SFERS not invest in hedge funds.

Thank you,
Anonymous
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From: Reports, Controller (CON)
Sent: Monday, February 09, 2015 11:20 AM
To: Calvilio, Angela (BOS); BOS-Legislative Aides; BOS-Supervisors; Kawa, Steve (MYR);

Howard, Kate (MYR); Falvey, Christine (MYR); Elliott, Jason (MYR); Steeves, Asja (CON),
Campbell, Severin (BUD); Newman, Debra (BUD); Rose, Harvey (BUD); sfdocs@sfpl.info;
gmetcalf @spur.org; bob@sfchamber.com; jballesteros@sanfrancisco.travel; CON-
EVERYONE; Hui, Tom (DBI); ed.reiskin@sfmta.com; Hayes-White, Joanne (FIR); Rhorer,
Trent (HSA); Suhr, Greg (POL); Mirkarimi, Ross (SHF); Ginsburg, Phil (REC); John Martin
(AIR); Gascon, George (DAT); Garcia, Barbara (DPH); Wood, Jack (CON); Nebreda, Debra
(CON); Turner, Laurel (CAT)

Cc: osephine.racelis@sfgov.org; Keohane, Mike (MTA); Neuneker, Rob (FIR); Chin, Belinda
(POL); Gannon, Maureen (POL); Chau, Cindy (SHF); Kensinger, Joleen (REC); Chan,
Dorothy (CAT); Wallace Tang (AIR); Ilvar Satero (AIR); Leo Fermin (AlR); Cecilia Chan (AIR);
Clendinen, Eugene (DAT); Espana, Martha (DPH); Esquivel, Rosa (MTA); Yee, Connie (FIR);
Chan, Karen (SHF); Janis ito (AIR); Weigelt, Ron (DPH); Bushong, Jesusa (FIR);
michael. brown@sfdph.org; Su, Jesse (DPH); Sakelaris, Kathleen (MTA); Alicia.John-
Baptiste@sfmta.com; Sue, Candace (MTA); Christine.beetz@sfgov.org; Kim, Luenna (HSA);
Simmons, Noelle (HSA)

Subject: Issued: Eleven Departments Incorrectly Paid Employees, Improperly Approved Time, or Did
Not Comply With Citywide Policies and Procedures

The Office of the Controller's City Services Auditor Division (CSA) today issued a report on its audit of
citywide payroll operations. The audit found that 11 of the 20 tested departments need to improve their
payroll operations. Control deficiencies were found in the payroll processes the City generally follows.
Further, departments do not always follow the City’s Payroll Policies & Procedures Manual, indicating that
internal control weaknesses may exist at the departmental level.

To view the full report, please visit our Web site at:
http://openbook.sfgov.org/webreports/details3.aspx?id=1880
This is a send-only e-mail address.

For questiohs about the report, please contact Director of City Audits Tonia Lediju at tonia.lediju@sfqov.org
or 415-554-5393 or the CSA Audits Unit at 415-554-7469.




CITYWIDE PAYROLL AUDIT:

Eleven Departments Incorrectly
Paid Employees, Improperly
Approved Time, or Did Not Comply
With Citywide Policies and
Procedures

- February 9, 2015
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OFFICE OF THE CONTROLLER
CITY SERVICES AUDITOR

The City Services Auditor Division (CSA) was created in the Office of the Controller through an
amendment to the Charter of the City and County of San Francisco (City) that was approved by
voters in November 2003. Charter Appendix F grants CSA broad authority to:

Report on the level and effectiveness of San Francisco’s public services and benchmark the
City to other public agencies and jurisdictions.

Conduct financial and performance audits of city departments, contractors, and functions to
assess efficiency and effectiveness of processes and services.

Operate a whistleblower hotline and Web site and investigate reports of waste, fraud, and
abuse of city resources.

Ensure the financial integrity and improve the overall performance and efficiency of city
government.

CSA may conduct financial audits, attestation engagements, and performance audits. Financial audits
address the financial integrity of both city departments and contractors and provide reasonable
assurance about whether financial statements are presented fairly in all material aspects in
conformity with generally accepted accounting principles. Attestation engagements examine, review,
or perform procedures on a broad range of subjects such as internal controls; compliance with
requirements of specified laws, regulations, rules, contracts, or grants; and the reliability of
performance measures. Performance audits focus primarily on assessment of city services and
processes, providing recommendations to improve department operations.

CSA conducts audits in accordance with the Government Auditing Standards published by the U.S.
Government Accountability Office. These standards require:

Independence of audit staff and the audit organization.

Objectivity of the auditors performing the work.

Competent staff, including continuing professional education.

‘Quality control procedures to provide reasonable assurance of compliance with the auditing
standards. ,

For questions regarding the report, please contact Director of City Audits Tonia Lediju at
Tonia.Lediju@sfgov.org or 415-554-5393 or CSA at 415-554-7469.

Audit Team: Irella Blackwood, Lead Audit Manager
Kate Chalk, Audit Manager
Jonathan Collum, Auditor-in-Charge
Sandra Chen, Staff Auditor
Cheryl Lam, Staff Auditor
Jenny Lee, Staff Auditor
Amanda Sobrepefa, Staff Auditor
Joseph Towner, Staff Auditor



City and County of San Francisco
Office of the Controller - City Services Auditor

Citywide Payroll Audit: Eleven Departments Incorrectly Paid Employees, Improperly February 9, 2015

Approved Time, or Did Not Comply With Citywide Policies and Procedures

oss the City and CoUnty‘of San. FfanC|sco (Clty) The audlt also assessed based on pay
two pa! perlods whether cuty departments accurately pald a sample of 101 employees and

Highlights Recommendations
The City's payroll process is generally adequate. However, the City has control The report includes 18
deficiencies in its payroll process. Also, many departments incorrectly recommendations for the City
answered questions on the audit’s internal control questionnaire, which and departments to improve
indicates a lack of adherence to citywide policies and procedures. By their payroll processes.
addressing the control deficiencies identified, the payroll process and the Specifically, departments
documentation supporting the payroll process would be improved. should:
Implementing controls, such as formalizing reviews, would lessen risks such _
as incorrect or improperly supported payments. . Correct all over- and

. underpayments to
Also, 11 (55 percent) of the 20 tested departments need to improve their employees.

payroll operations. Departments sometimes incorrectly paid employees,
improperly approved timesheets and other payroll authorizations, did not
adhere to departmental or city policies and procedures, and have payroll-
related internal control weaknesses. The audit's findings include the following:

» Comply and ensure
compliance with citywide
policies and procedures,
including reviewing

« Of 101 employees tested that had been paid $868,062, 10 (10 percent) employee time information
were paid incorrectly, resulting in overpayments of $3,340 and for accuracy and
underpayments of $356: appropriateness.

! Department of Building Inspection * Cease the incorrect practice
i [1Overpaid $3,259 to an employee because it did not end a special pay - ofincreasing the taxable
ﬁ when the employee changed job classifications. income of employees

exempt from the commuting

vehicle benefit and work with -
the Payroll and Personnel
Services Division to |
San Francisco Municipal Transportation Agency determine how to correct the -
[1Underpaid $101 for overtime, regular, and premium hours worked. incorrect entries. E
(1 Overpaid $30 for improperly calculated shift pay.

Fire Department
0 Underpaid $235 for overtime hours worked.
[10verpaid $51 for premium hours.

¢ Properly approve and date

Human Services Agency all payroll authorizations and
[1Underpaid $20 in premium pay earned. timesheets. |
o One department inappropriately assessed an income tax benefit to three The report also includes

employees who were exempt from the taxation requirement. recommendations for the City

to strengthen its controls over

¢ Six departments’ supervisors did not properly approve and/or date the payroll process.

timesheets, temporary assignment forms, or pay adjustment forms.

i
st

Copies of the full report may be obtained at:
Office of the Controller e City Hall, Room 316 e 1 Dr. Carffon B. Goodlett Place e San Francisco, CA 94102 e 415.554.7500
or on the Internet at hftp.//www.sfgov.org/controller
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CITY AND COUNTY OF SAN FRANCISCO

OFFICE OF THE CONTROLLER Ben Rosenfield
Controller

Todd Rydstrom
Deputy Controller

February 9, 2015
Dear City Officials:

The Office of the Controller’s City Services Auditor Division (CSA) presents its report of the
citywide payroll audit for fiscal year 2013-14. The audit objectives were to assess the adequacy
of citywide payroll operations and internal controls. The audit also assessed, for pay fluctuations
across two pay periods, whether departments accurately paid and complied with eligibility
provisions of labor agreements. In fiscal year 2011-12 CSA began a series of planned annual

~ audits of selected departments’ payroll practices. This is the third report in a series of planned
audits that CSA will perform annually.

The audit concluded that the City and County of San Francisco’s (City’s) payroll process is
generally adequate. However, the City has control deficiencies in its payroll process. Also, many
departments incorrectly answered questions on the audit’s internal control questionnaire, which
indicates a lack of adherence to citywide policies and procedures. By addressing the control
deficiencies identified, the payroll process and the documentation supporting the payroll process
would be improved. Implementing controls, such as formalizing reviews, would lessen risks
such as incorrect or improperly supported payments.

Also, 11 of the 20 tested departments need to improve their payroll operations. Control
deficiencies were found in the payroll processes the City generally follows. Further, departments
do not always follow the City’s Payroll Policies & Procedures Manual, indicating that internal
control weaknesses may exist at the departmental level.

The report includes 18 recommendations for the City and departments to improve their payroll
processes. The departments’ responses to the report are attached as appendices. CSA will
work with the departments to follow up on the status of the recommendations made in this
report.

CSA appreciates the assistance and cooperation of staff from the numerous departments that
assisted during the audit. For questions about the report, please contact me at
Tonia.Lediju@sfgov.org or 415-554-5393 or CSA at 415-554-7469.

Respectfully,

Tonia Lediju
Director of City Audits

41R-RR4.7500 Citv Hall + 1 Dr Carltan B Goodlett Place « Rnam 316 « San Francisen CA 94102-4694 FAX 415-5R4-746R8
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Office of the Controller, City Services Auditor
Citywide Payroll Audits: Eleven Departments Incorrectly Paid Employees, improperly
Approved Time, or Lacked Compliance with Citywide Policies and Procedures
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Office of the Controller, City Services Auditor

Citywide Payroll Audits: Eleven Departments Incorrectly Paid Employees, Improperly

Approved Time, or Lacked Compliance with Citywide Policies and Procedures
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Human Resources
Human Services
MOU

PDF

PeopleSoft

PPSD

Public Health
Rec and Park
Retirement
SEIU

SFMTA
TESS

Trapeze

Airport Commission

Department of Building Inspection

City and County of San Francisco -

Office of the City Attorney

Office of the Controller

City Services Auditor Division of the Office of the Controller
Office of the District Attorney

eMerge Division of the Office of the Controller

Financial Accounting and Management Information System
Family and Medical Leave Act

Health Service System

Department of Human Resources

Human Services Agency

memorandum of understanding

| Problem Description Form

eMerge PeopleSoft, an integrated human capital management
system

Payroll and Personnel Services Division of the Office of the
Controller

Department of Public Health

Recreation and Park Department

San Francisco Employees’ Retirement System
Service Employees International Union

San Francisco Municipal Transportation Agency
Time Entry and Scheduling System

Trapeze OPS: Automated Operations Management system,
Version 12, the scheduling, bidding, dispatching, and
timekeeping system for transit operators
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INTRODUCTION

Audit Authority The audit was conducted under the authority of the
Charter of the City and County of San Francisco (City),
which requires that the Office of the Controller
(Controller) conduct periodic, comprehensive financial
and performance audits of city departments, services,
and activities. This audit is the third report in a series of
planned payroll audits performed by the Controller
annually.

Background The personnel expenses budget for fiscal year 2013-14
in the City’s Budget and Appropriation Ordinance was
$3.9 billion, which was 49 percent of the fotal budgeted
expenses for the year of $7.9 billion. This $3.9 billion
includes $2.7 billion of salaries and wages and $1.2
billion of fringe benefits. Exhibit 1 shows the City’s
personnel expenses as a percentage of the total budget.

SGI:IE Uses of the City and County of San Francisco’s $7.9 Billion Budget
Fiscal Year 2013-14

Personnel-
Fringe Benefits, 4
: 15% i

Source: City’s Budget and Appropriation Ordinance for Fiscal Year Ending 2013-14.

The City’s $2.7 billion of salaries and wages for its
approximately 31,000 employees is disbursed through
biweekly paychecks issued by the Controller's Payroll
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and Personnel Services Division (PPSD). To make this
possible, the payroll staffs of six city organizations and
departments work together to execute payroll duties, as
shown in Exhibit 2.

DGRB8 Partners in the City’s Payroll Process

Source: Auditor analysis.

Multiple departments and
divisions work together to
administer the City’s
payroll.

PPSD processes payroll and personnel data for
employees of city departments and ensures compliance
with city, state, and federal tax, wage, and hour
regulations. In December 2013 PPSD issued a citywide
payroll policies and procedures manual for departments
to follow.

The Controller's eMerge division (eMerge) manages
eMerge PeopleSoft (PeopleSoft), an integrated human
capital management system. The staff of eMerge is
responsible for providing efficient and effective central
system support for human resource, payroll, benefits
administration, time reporting and absence management
business functions to the City’s workforce.

The payroll staff of each department enters employees’
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time records into information systems, mainly
PeopleSoft, and submits the information to PPSD for
processing. The payroll processes within each
department may vary because, although departments are
now bound to uniform payroll procedures, departments
are still responsible for developing detailed policies and
procedures that fit their operations. Each department is
composed of employees represented by different
employee organizations with unigue memorandums of
understanding (MOUs) and may have various needs and
organizational structures.

The Department of Human Resources (Human
Resources) administers citywide personnel policies and
procedures, negotiates and administers collective
bargaining agreements with labor unions, and advises
the City’s other departments in these areas, fulfilling a
critical role in the payroll process. Human Resources
also issues memorandums that guide departments on
human resource topics that may impact payroll, such as
compensation administration and furloughs and pay
reductions.

The Civil Service Commission, which is the governing
body for Human Resources, oversees the merit system
for the City by:

» Establishing rules and policy related to the merit
system.

+ Hearing appeals on examinations, eligible lists,
minimum qualifications, classification matters,
discrimination complaints, and future employment -
restrictions placed on individuals.

» Interpreting rules and policies.

The San Francisco Employees’ Retirement System
(Retirement) secures, protects, and invests pension trust
assets, administers the mandated benefits programs,
and provides promised benefits to active and retired
members of the system.

According to the Health Service System (Health
Services), it creates contracts based on negotiations with
health providers, which determine the costs city
employees pay for medical, dental, and vision coverage.
Also, Health Services offers flexible spending accounts,
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which can impact deductions on employees’ checks.
Health Services works with PPSD to issue 1099 and W-
2" tax forms to ensure that all taxes for benefits are
administered properly, especially for domestic
partnerships. Health Services also works with PPSD to
report the cost of healthcare to the U.S. Internal Revenue

Service.
The City implemented a On August 27, 2012, the Controller’'s eMerge Division
new payroll system in implemented PeopleSoft, which provides improved

August 2012. human resources, benefits administration, and payroll

services to the City’s active and retired workforce.

For part of fiscal year 2013-14, most city departments
used the Time Entry and Scheduling System (TESS) to
enter time and attendance data. Data from TESS would
interface with PeopleSoft, which would calculate the pay
based on the hours worked and the applicable tax and
payroll deductions. According to eMerge staff, during
November 2013 through April 2014, most departments
stopped entering time in TESS and began entering time
and attendance data directly in PeopleSoft. By June
2014 only eight departments did not enter time and
attendance data directly in PeopleSoft. Instead, they
interface time to PeopleSoft from a local timekeeping
system. As a result, TESS is no longer used by any
department.? The Financial Accounting and Management
Information System (FAMIS) is the City’s central
accounting system and contains aggregate pay data from
PeopleSoft, which is used in the City’s comprehensive
financial statements.

The movement of data between the two systems is
shown in Exhibit 3.

' The Internal Revenue Service, which is the United States government agency responsible for tax collection
and tax law enforcement, requires the Form 1099 and Form W-2.

2 A few departments use other time-entry systems that interface directly with PeopleSoft.
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4TI Data Flow Between City Payroll Information Systems

Note: Before payroll data is posted to FAMIS, PeopleSoft uploads it to the Labor Distribution System, a
FAMIS subsystem.

Source: Auditor analysis based on information from the Controller's Accounting Operations and Systems Division.

Departments use Problem Besides time reporting, departments communicate with
Description Forms to PPSD about changes to employees’ pay information.
communicate employee pay  Departments use the Problem Description Form (PDF) to
changes to PPSD.

communicate this information. The PDF is used to
request corrections to payroll problems and to make
other payroll-related changes. The process for a
department to submit a PDF to PPSD is shown in
Exhibit 4.

DG 3 Process to Submit a Problem Description Form to PPSD

j

| Department 1 i 1
| completes PDF | Department | - | PPSD | PPaDetums |
. (andretainsa | . T PPSD | " | processes PDF *} e department |
Source: Auditor analysis based on information from PPSD.
Departments directly With the implementation of PeopleSoft, departments’
ghange ?méloyee payroll and human resource units now have the ability
information in the system. and the responsibility to directly make system changes to

record employee job record changes. This includes new
hire updates and adjustments to job records of existing
employees. Additional new system responsibilities of
department payroll units include:

'« Managing positions

« Entering new hires/rehires

« Managing employee data, such as biographical
data and emergency contact information
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* Managing leaves of absence

+ Entering employee job data, such as standard work
hours and dates of merit increases

¢ Terminating employees

+ Entering pay rate changes, such as salary step
progressions and assignments of special pays

* \Viewing time, absence, and payroll information

CSA uses a risk-based approach to select the objectives
of its audits. For this audit, CSA identified the risks
shown in Exhibit 5 after collaboration with Human
Resources and PPSD.

G-I Payroll Risks Identified by the Audit Team
Risk Area Risk ‘

Largest special pay OSpecial pays are paid inaccurately.
O Employees are ineligible for the special pay.
OTop speC|al pays are paid inefficiently.

IVlanual tlme entrles | OEmployees are paid for hours that were not recorded
OEmployees are paid with the wrong pay code.

0Symbol changes (adjusting previous time entries from one pay
code to another) cause higher costs to the department.

ORate adjustments are lncorrect or invalid.

NVV\'Iage rate accuracy 0 Employee wage rates are not accurately or promptly updated o
reﬂect changes in jOb posmon and step

n Internal controlsr o Processes and controls (such as segregatron of dut|es and tlme
entry) are weak.

0O Pay advice (including for manual checks) is not accurately or
promptly distributed.

OTimesheets are not properly approved.

Posltion at retirement 0 Retlrees lump sum payouts are calculated using a rate mconsrstent
with labor agreement or Retirement’'s requirements.

Ternporary employees OTemporary employees receive inaccurate pay amounts.

OTemporary employees are mehglble for pay.

mlr-fn'lployee leave stafus [1Payroll and departmental human resources data d|sagree resultlng
in incorrect payments based on inaccurate leave status

Payouts to retired or n Dlscrepan0|es regarding separated employees exist among the
separated employees employee's department, Human Resources, Retirement, and/or
PPSD.

OLump-sum payouts are not paid in a timely manner.

Source: CSA analysis based on information from Human Resources and PPSD.
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Objectives The objectives of the audit were to:

1.

Determine whether the City has adequate and
effective internal controls in the payroll process.

Based on pay rate fluctuations across two pay
periods:
a. Determine the accuracy of the dollar amount
the department paid.
b. Assess whether the department complied
with the applicable labor agreement in
determining eligibility of employees for pay(s).

Scope and CSA obtained the payroll information for all city
Methodology employees for the two pay periods ended January 17
and January 31, 2014.

What we did. To conduct this audit, CSA:

Interviewed personnel of PPSD, eMerge,
Controller, and the Department of Public Health
(Public Health) about payroll processes.

Surveyed the payroll processes and controls of 54
departments across the City.

Analyzed two pay periods of citywide payroll data
totaling 267,628 records.

For a sample of 101 employees, tested whether
selected pays were paid accurately and only to
eligible employees. .

o CSA purposefully selected 67 employees by
cross-referencing the top ten departments
with the most employees whose pay
fluctuated across two periods and the top ten
job classifications with the most fluctuations.

o CSA purposefully selected 23 other
employees from the top ten departments
whose pay fluctuated across two periods.

o CSA purposefully selected 11 employees
from ten randomly selected departments that
were not the top ten departments with the
most fluctuations.

Exhibit 8 shows the number of employees tested by job
classification.
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S G-I 101 Employees Selected for Sample Are in 34 Job Classifications
and 20 Departments

Classification Title geukranctt):cr:i Classification Title 7 gé;?ct::crj
Police Officer 15 Chief District Attorney Investigator 1
Transit Operator 15 Gardener 1
Custodian 11 General Laborer 1
Firefighter ‘ 10 Head Attorney-Civil & Criminal 1
Registered Nurse 8 Legal Secretary 1
Deputy Sheriff 6 Librarian 2 1
Attorney(Civil/Criminal) 2 | Manager| 1
Claims Investigator 2 Manager VI 1
Clerk 2 Painter 1
District Attorney Invesﬁgatdr 2 "P'ersor'ine»l Analyst 1
1S Busines; Analyst 2 gﬂggiv?sﬁfty Qommunlcatlons " 1 |
Principal Administrative Analyst 2 Public Service Trainee 1
Project Manager 2 Senior Eligibility Worker 1
Stationary Engineer 2 Senior Management Assistant 1
Arborist Technician 1 Social Work Supervisor 1
Asphalt Finisher Supervisor 1 Utility Plumber Apprentice 1
Building Inspeétor | K Victim/Witness Investigator 1

Total in Sample: 101

Source: Auditor's analysis

Statement of Auditing
Standards

This performance audit was conducted in accordance
with generally accepted government auditing standards.
These standards require planning and performing the
audit to obtain sufficient, appropriate evidence to provide
a reasonable basis for the findings and conclusions
based on the audit objectives. CSA believes that the
evidence obtained provides a reasonable basis for the
findings and conclusions based on the audit objectives.
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CHAPTER 1 - Eleven of 20 Departments Tested
Should Improve Payroll Operations

Summary

Eleven of 20 departments tested need to improve their
payroll operations. Although pay for the vast majority of
the tested employees was accurate, pay errors existed
for 10 (10 percent) of the 101 employees. The errors
consisted of $3,340 in overpayments and $356 in
underpayments, for a total of $3,696 in errors. Also,
departments need to clarify certain provisions and better
monitor adherence to citywide and departmental payroll
policies and procedures. The results of the audit’s testing
are summarized below.

IS G irdl Summary of Department Test Results

Department

Results

Airport Commission

Paid premium pay to one employee with no evidence of
approval from an appointing officer.

Department of
Building Inspection

Overpaid $3,259 to an employee for whom it did not stop a

* special pay when the employee changed job classifications.

Department of
Public Health

Did not follow the proper process in approving educational
leave pay.

Did not request proof of course completion from nurses who
took educational leave with pay.

Fire Department

Underpaid $235 for overtime hours worked.
Overpaid $51 for premium hours.

Human Services Agency

Underpaid $20 in premium pay earned.

Offlce of the City Attorney

Did not properly date timesheets.

Office of the District
Attorney

Improperly recorded the take-home use of duty vehicles as a
taxable benefit for law enforcement employees who are exempt
from this tax.

Police Department

Did not properly date timesheets.
Lacks policies and procedures for the payment of fithess pay.

Recreation and Park
Department

Improperly approved lead worker pay after an employee
worked as a lead worker.

Did not properly date a timesheet.

San Francisco Municipal
Transportation Agency

Underpaid $101 for overtime, regular, and premium pay hours
worked.

Overpaid $30 for improperly calculated shift pay.




Office of the Controller, City Services Auditor
Citywide Payroll Audits: Eleven Departments Incorrectly Paid Employees, Improperly
Approved Time, or Lacked Compliance with Citywide Policies and Procedures

Department Results

« Did not always properly sign or date timesheets.

« Lacks policies and procedures for the payment of guaranteed
run pay and for documenting how it records and ensures that
transit operators work their assigned runs. .

Office of the Sheriff + Did not always properly sign timesheets.

» Did not indicate employees’ daily shift start and end times on

timesheets

Source: Auditor’'s Analysis

Finding 1.1 Four departments incorrectly paid ten employees.
Errors totaled $3,696, of which most were
overpayments.

Pay errors resulted in Of the 101 employees in the sample, who were paid

both over- and $868,062, 10 (10 percent), in four departments, were

underpayments. paid incorrectly, resulting in overpayments of $3,340 and

underpayments of $356, for a total of $3,696 in errors.

Department of Building Inspection (Building Inspection)

The only Building Inspection employee selected for
review, a building inspector, had a pay discrepancy that,
according to Building Inspection, resulted in an
overpayment of $3,259. The building inspector was
incorrectly paid $3,259 of housing inspector certification
premium pay from April 27, 2013, through January 17,
2014. Although the employee had ceased being a
housing inspector after April 15, 2013, the department
continued to issue the pay.

According to the City’s MOU with the International
Federation of Professional and Technical Engineers,
Local 21, employees in housing inspector classifications
who possess and maintain one of four specified
certifications qualify for the pay, which can add up to a
total of 4 percent in premium pay. According to payroll
personnel at Building Inspection, the overpayment
resulted from an oversight by the department when the
employee changed classifications.

10
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San Francisco Municipal Transportation Agency (SFMTA)

Of 17 SFMTA employees whose pay was audited, 5 (29
percent) had pay discrepancies. One employee had two
pay errors. Of these 5 employees, 4 (80 percent) are
transit operators and 1 is a painter. Pay discrepancies
resulted in overpayments totaling $30 and
underpayments totaling $101, and are identified below:

Twice during the sample + One transit operator received two overpayments
period a transit operator totaling $30. In both instances, the operator

was paid night duty pay received night duty pay for shifts that he did not
incorrectly. work.

o In one instance, the employee, an extra board
operator,® received $9 of night duty pay* for time
he did not work. The employee ended his shift at
10:20 p.m., three hours and nine minutes earlier
than his scheduled end time of 1:29 a.m.
According to SFMTA, the operator was removed
from his shift at that time because of a training he
was required to attend the following morning. The
MOU° states that no operator will be required to
work without a minimum of eight hours off
between the completion of the last shift and the
commencement of the next shift. The operator
was removed 8 hours and 40 minutes before the
beginning of his 7 a.m. training. Also, the 8
percent night duty pay is only to be paid to transit
operators for work performed from 6 p.m. until 6
a.m. However, the employee was paid night duty
pay for all of the hours remaining on his run,
which resulted in the unworked and unearned
night duty pay. According to SFMTA, the night
duty payment was manually entered, indicating
that the SFMTA employee who did so mistakenly
inputted incorrect values.

o The same transit operator was overpaid night

-3 According to SFMTA management, extra board operators are used to fill vacant runs and do not have a
regular assigned run.
4 According to the MOU between SFMTA and Transport Workers’ Union, Local 250-A (9163), operators shall
be paid 8 percent more than the base hourly rate for work performed during night duty hours.
® MOU Between the SFMTA and Transport Workers’ Union, Local 250-A (9163) for July 1, 2011, Through
June 30, 2014,

11
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duty pay of $21 due to a programming error in
Trapeze OPS Version 12 (Trapeze), SFMTA’s
scheduling system for transit operators. The
employee attended training from 7:00 a.m. to
3:30 p.m. and was not due night duty pay.
However, he was instead incorrectly paid for a
run that he had been scheduled to hold down®
from 3:54 p.m. to 1:29 a.m. SFMTA's Trapeze
Reference Guide for Operations Dispatch states
that extra board operators are not guaranteed the
pay of the run they are scheduled to hold down.
As a result, the employee should not have
received the night duty pay because he did not
work the scheduled run and did not work any
hours between 6 p.m. and 6 a.m. SFMTA stated
that the training pay code used in Trapeze
caused the error because it is programed to pay
operators based on their scheduled run when in
training. According to SFMTA, the pay code is set
up this way because transit operators who are
not extra boards are due the pay they would have
received had they worked their scheduled run. To
fix this pay code issue, SFMTA will have to
establish a new pay code.

« Aninput error by SFMTA staff resulted in a transit
operator being underpaid $69 in premium pay. An
SFMTA manager stated that rather than paying the
employee for the time he actually worked, she
mistakenly paid the operator for an eight-hour shift.
This resulted in the employee being underpaid
night duty pay and overtime’ pay.

« One transit operator was underpaid $10 due to
SFMTA not compensating the employee for
additional straight time pay that he qualified to
receive. According to the MOU between SFMTA
and Transport Workers’ Union, Local 250-A (9163),
operators assigned to work six or more hours of
continuous work are to receive 20 minutes of

e “Holding down a run” occurs when an extra board transit operator signs up to work another transit
operator's assigned run(s) for five or more days.

" According to the MOU between SFMTA and Transport Workers’ Union, Local 250-A (9163), overtime is
defined as, “all hours of work performed in excess of forty (40) hours in each established work week or eight
(8) hours in a work day.” Also, according o the MOU, SFMTA shall pay operators at the rate of time and
one-half.

12
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An SFMTA painter was not
compensated for some of
the premium pay hours he
worked.

The Fire Department
incorrectly calculated the
pay of three employees,
resulting in both over-
and underpayments.

straight time pay in lieu of a lunch period. During
the sample period, the employee worked multiple
shifts that exceeded six continuous hours.

One painter was underpaid $22 as a result of
SFMTA not paying him for all premium pay hours
he worked. Although the employee’s timesheets
indicate that he qualified to receive 19 hours of
thermoplastic premium pay,® his actual pay showed
he only received this pay for eight hours. SFMTA
management was unsure why this underpayment
occurred.

Fire Department

Of the ten Fire Department employees whose pay was
audited, three (30 percent) had pay discrepancies. Pay
discrepancies resulted in overpayments totaling $51 and
underpayments totaling $235, and are identified below:

Two firefighters were overpaid, one $45 and one
$6. The Fire Department paid the employees
holiday premium pay at a daily acting assignment
rate rather than their reguiar pay rate. According to
the firefighters’ MOU,® for daily acting assignment
premium, employees assigned to perform duties of
a higher rank for a minimum of one full watch shall
be paid at the rate of that rank while assigned.
However, according to Fire Department staff,
regular pay rates, not acting assignment pay rates,
should be used to calculate the holiday premium.
Also, according to the firefighters’ MOU, holiday
premium excludes overtime compensation and
premiums. Therefore, the Fire Department
overpaid the employees because including
overtime compensation and premiums in
calculating their holiday premium increases the
holiday premium.

+ One firefighter was underpaid $235 because Fire

8 According to the San Francisco City Workers United (Painters) MOU, qualifying painters who are assigned
to operate a thermoplastic applicator shall be paid a premium of $2 per hour for each hour the individual

operates the applicator.

® MOU Between the City and County of San Francisco and San Francisco Fire Fighters Union Local 798,
IAFF, AFL-CIO, Unit 1, Effective July 1, 2007, to June 30, 2015.

13
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City payroll policy states
that department payroll
staff must ensure that
employees’ pay and
time are accurate.

Department staff incorrectly paid a portion of his
overtime hours at straight time rather than time-and-
a-half. According to the firefighters” MOU, all
mandatory, unscheduied hours are to be
compensated at the base hourly rate times 1.5. The
employee was scheduled for two mandatory 24-hour
shifts during the sample period. As such, he should
have received 48 hours of overtime pay. Instead, he
was paid for only 38 overtime hours and 10 overtime
straight time hours.

Human Services Agency (Human Services)

Of the two Human Services employees whose pay was
audited, one (50 percent) was underpaid. This employee,
a social work supervisor, was underpaid $20 because
the department used an incorrect bilingual premium pay
code. According to the applicable MOU'™ (for
miscellaneous employees), an employee in a desighated
bilingual position receives the bilingual pay premium
based on the number of hours spent providing non-
English services, including the use of Braille and sign
language. Employees who provide more than 40 hours
per pay period of non-English services as part of their
regular job duties are to receive $60 per pay period,
while an employee who provides fewer than 40 hours of
these services per pay period is eligible to receive $40.

During the pay period, the employee provided more than
40 hours of bilingual service yet was paid only $40. Upon
CSA’s initial request for documentation for this audit,
Human Services’ payroll staff found the $20 pay
discrepancy and submitted a Problem Description Form
to PPSD to correct the error.

According to the City’'s Payroll Policies and Procedures
Manual, each department’s payroll staff is responsible for
administering the department’s payroll and ensuring that
employees’ time information is submitted accurately to
PPSD. The policies also state that departmental
payroll/personnel units need to review and be
knowledgeable about the various pay programs that
apply to their employees’ job classifications. Further,

1% Collective Bargaining Agreement Between and For Service Employees International Union (SEIU) Local
1021 and the City and County of San Francisco.

14
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Recommendations

Finding 1.2

The District Attorney
incorrectly administered
the commuting benefit for
three employees who
drive unmarked vehicles.

eMerge requires that a report of special pays be
produced each pay period. Had these procedures been
performed correctly, the incorrect payments may have
been prevented.

The Department of Building Inspection, San Francisco
Municipal Transportation Agency, Fire Department, and
Human Services Agency should:

1. If they have not already done so, correct the pay
errors identified by the audit by completing a
Problem Description Form for each and submitting
the form to the Office of the Controller’'s Payroll and
Personnel Services Division.

2. Comply with the City and County of San Francisco
Payroll Policies and Procedures Manual by
reviewing employee time information for accuracy
and appropriateness in accordance with applicable
memorandums of understanding.

The San Francisco Municipal Transportation Agency
should:

3. Create a new training pay code for extra board
transit operators.

4. Review previous pay periods for at least one year
to determine whether any additional extra board
transit operators were affected by system-
generated errors.

The Office of the District Attorney improperly taxed
three law enforcement officers for commuting in
their city vehicles.

The Office of the District Attorney (District Attorney)
erred by increasing the taxable income of three of its
employees based on the commuting benefit of $3 per
day. These employees drive their assigned city vehicles
to and from work but are legally exempt from this being a
taxable employee benefit because they are law
enforcement officers. Because this commuting benefit
was taxed when it should not have been, the three
employees paid excess income tax and received too little

16 -
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Recommendations

Finding 1.3

Six city departments
did not properly review,
approve, or date
fimesheets.

net pay.

As mandated by the Internal Revenue Service and
PPSD, when an employee commutes more than once a
month in a vehicle provided by the City, a $3 benefit
must be added to the employee’s taxable income for
each day the vehicle is used to commute. However,
unmarked law enforcement vehicles used for authorized
purposes and operated by a full-time law enforcement
officer are exempt from the taxation requirement.

The three employees, all investigators, use unmarked
law enforcement vehicles for authorized purposes and
are full time-law enforcement officers. As such, the
employees are exempt from the commuting benefit.

The Office of the District Attorney should:

5. Cease the incorrect practice of increasing the
taxable income of employees exempt from the
commuting vehicle benefit and work with the
Payroll and Personnel Services Division to
determine how to retroactively correct the incorrect
entries.

6. Review all its other employees and determine
whether or not they are subject to the commuting
vehicle benefit being taxable income. If other
employees are found to be exempt, their payroll
status should be changed accordingly.

Timesheets and other payroll authorizations are not
fully and properly approved and dated.

A review of 20 city departments found that 6
departments’ supervisors do not properly approve
timesheets, temporary assignments, or pay adjustment
forms. Specifically:

« Of a sample of 15 Police Department employees,
13 (87 percent) had timesheets and other reports
for overtime and premium pays that were not dated
by a commanding officer.

« Of asample of 17 SFMTA employees, 1 (6

16
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City payroll policies
require proper approvals
of payroll authorizations
before the transmission
of such authorizations

fo payroll staff.

percent), a supervisor, did not sign or date his
unit's timesheets.

+ Of a sample of 6 Office of the Sheriff' s employees,
the department used printed e-mail messages or
faxed timesheets as supervisory approvals for 2
employees (33 percent). These e-mails and faxed
timesheets do not contain evidence of the
supervisor's approval.

« Of a sample of 5 Recreation and Park
Department’s employees, 2 (40 percent) had a
premium pay status or timesheet missing an
approval or date. One employee, who was
assigned as a lead worker, had not had the
assignment approved before it commenced. For
another employee, the supervisor did not date the
employee’s timesheet.

« Of a sample of 5 Office of the City Attorney’s
employees, 2 (40 percent) had timesheets that
lacked a date next to the supervisor’s signature.

» Of a sample of 11 Airport Commission’s
employees, 1 (9 percent) received differential pay
although an appointing officer did not sign the pay
form to indicate approval.

The City’s Payroll Policies & Procedures Manual, Section
2, under “Control Guidelines,” requires that payroll
authorizations, including but not limited to, timesheet
approval, problem description forms, and pay rate
changes must be properly documented. Also, Section 2,
under “Time and Attendance Reporting,” states that
completed timesheets should be reviewed and certified
by direct supervisors before the transmission of such
timesheets to department payroll/personnel staff.

Proper timely approval can only be evidenced if payroll
forms include both the approver’s signature and the date
of the approver’s signature. Without proper supervisory
approval, the City may incorrectly pay employees for
unapproved or incorrect time submitted. Without properly
dating the payroll authorizations to indicate when they
were approved, the City is at risk of paying an employee
before formal approval is given.
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Recommendation

Finding 1.4

Most tested Sheriff's
Department timesheets

do not indicate the hours
of the day deputies worked
fo earn premium shift pay.

Recommendations

7. The Police Department, San Francisco Municipal
Transportation Agency, Office of the Sheriff,
Recreation and Park Department, Office of the City
Attorney, and Airport Commission should ensure
that supervisors approve and date all payroll
authorizations.

The hours of shifts eligible for shift pay are not
shown on some Office of the Sheriff’s timesheets.

The City’'s MOU with the Deputy Sheriffs’ Association of
San Francisco specifies the timeframes (hours of the
day) and premium percentages for shift pay. Of two
employees who received shift pay, the hours of the day
were not indicated on two timesheets for one of the
employees. According to payroll staff, it has not been
department practice to include this information on

_timesheets.

Further, if an employee takes sick leave, vacation, or
another form of leave and works hours that qualify for
shift pay on the same day, payroll staff does not obtain
the timeframe of the leave, so cannot verify that the
hours of work qualify for the shift premium. Because the
timesheets do not show the hours of the day that the
employee took leave, payroll staff does not know—and
does not verify—how to allocate the hours eligible for the
shift premium.

Adding to timesheets the start and end times that
employees took leave will increase clarity regarding their
eligibility for shift pay. Without documentation of
employees’ hours worked, the Office of the Sheriff's
Payroll unit cannot determine whether the employee
should earn shift pay, which can result in payroll errors
and over- and underpayments.

The Office of the Sheriff should:

8. Include on all timesheets the scheduled shift hours
for employees covered by the memorandum of
understanding with the Deputy Sheriffs’ Association
of San Francisco. '
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9. Include on timesheets the hours of the day that the
employee took leave if the employee is to receive
shift pay.

Finding 1.5 SFMTA and the Police Department lack policies and
procedures for certain types of pay or payroll
processes. '

SFMTA and the Police Department lack policies and
procedures for some special pays as discussed below.

SFMTA lacks documented Guaranteed run pay. SFMTA lacks adequate policies

policies on guaranteed run and procedures for guaranteed run pay. Although CSA
pay for transit operators. verified with Human Resources that SFMTA'’s practice of

guaranteeing full run pay (including shift premiums'") for
non-extra board transit operators is allowable, according
to its management, SFMTA does not have documented
policies and procedures regarding the pay. Guaranteed
run pay allows non-extra board transit operators to be
compensated at their scheduled pay (including any
premiums) when they do not work the assigned transit
run. Non-extra board operators also receive guaranteed
run pay when they are required to attend training or are
reassigned to other tasks.

A lack of written policies and procedures could cause
SFMTA payroll personnel to incorrectly implement
guaranteed run.pay. SFMTA must document its policies
and procedures on guaranteed run pay to provide clear
guidance to all payroli staff.

Process for recording attendance. SFMTA lacks
procedures for documenting how it records and ensures
that transit operators worked their assigned runs.
According to SFMTA, Trapeze is pre-loaded with transit
operators’ pre-determined scheduled runs that include
the associated time and shift for which the run is
scheduled. The work time of the run and the shift
determines the associated pay. Then, each day,
dispatchers fill vacant runs with available transit
operators. Dispatchers also enter adjustments in
Trapeze due to absences or overtime. SFMTA uses this

" Premiums include additional pays employees might receive in addition to their base wage. Night shift pay is
an example of a premium.
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Daily registers for two
transit operators lacked
evidence that they reported
to work, and SFMTA could
not provide some daily
registers.

method to determine pay for transit operators; however,
it is not documented.

According to SFMTA, some fransit operators also use
daily registers to report that they worked, but daily
registers are not consistently used across SFMTA
divisions. Daily registers are rosters that include transit
operators’ names, identification numbers, and assigned
run start times. When the daily registers are used, transit
operators either sign in, or if they begin a run away from
the division, they may call in to report to a dispatcher,
who enters a telephone humber in the register rather
than the operator sighing in. According to SFMTA, the
daily register is not used to verify that a transit operator
worked or to verify that a transit operator is entitled to

pay.

CSA verified SFMTA'’s inconsistent use of daily registers.
Of a sample of six transit operators:

» Two did not always sign in on daily registers or
there was no evidence that they called in to
indicate that they reported for their shifts. Of these,
one failed to sign in on daily registers or there was
no evidence that he called in to report to work on 3
(16 percent) of the 19 days worked during the
sample period, while the second operator failed to
sign in or call in on 2 (12 percent) of the 17 days
worked during the sample period.

« For one there were no daily registers (the division
could not provide them). Overall, for the six transit
operators in the sample, an additional 4 (14
percent) of the 28 daily registers requested for the
audit for the period of January 4 through 31, 2014,
could not be provided. According to the SFMTA’s
record retention and destruction schedule, payroll
records, including transit operators’ details, should
be maintained for seven years.

All six of the transit operators in the sample were
appropriately scheduled in Trapeze. Per SFMTA
management, the registers could not be located or
lacked evidence of attendance because daily registers
are not used consistently and because SFMTA had
recorded the operators’ attendance in Trapeze.
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The Police Department
lacks policies and
procedures on fitness
leave pay.

As required by the City’s Payroll Policies and Procedures
Manual, each department is responsible for instituting
internal policies and practices. Therefore, SFMTA should
appropriately document policies and procedures that it
will apply consistently within its divisions.

The Police Department does not have written policies
and procedures on how police physical fithess leave pay
(fitness leave pay) is earned and used, and no
authoritative document describes the amount of
compensation for this pay.

Fitness leave pay. Of 15 police employees tested, 4 (27
percent) received fithess leave pay. According to the
Police Department, its Payroll Unit communicates
regularly with the Police Academy regarding employees
who become eligible for this pay, but the Payroll Unit
does not document or track employees’ hours.

Without procedures and documentation, payroll clerks
may not be able to efficiently and easily verify that hours
earned by employees agree to hours actually paid.
According to the Police Department, employees can earn
up to 40 hours of fithess leave pay by taking a fithess
assessment test that occurs twice a year, and these
hours must be used within 12 months of the test date.

The San Francisco Police Officers Association MOU
refers to the department’s Physical Fitness Program
Information Booklet and General Order 11.10 to outline
the Physical Fitness and Wellness Evaluation Program,
to which fitness leave pay is related, but the booklet and
order have not been updated since 1993 and 1997,
respectively. Further, the order refers back to the MOU
regarding compensation, but the current MOU does not
specify how police fithess leave pay is to be earned and
used or the rate of pay that applies.

According to the City’s Payroll Policies and Procedures
Manual, city departments are responsible for developing
detailed policies and procedures to fit their specific needs
and operations and to ensure that adequate controls for
payroll operations have been established and are being
implemented.
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Recommendations

Finding 1.6

A nurse’s request for paid
educational leave was
made and approved for

a day on which the nurse .

did not attend training or
an educational course.

The San Francisco Municipal Transportation Agency
should:

10. Develop policies and procedures that provide
additional guidance on the implementation of
guaranteed run pay for non-extra board transit
operators.

11. Develop policies and procedures that specify the
requirements for how it records and ensures that
transit operators worked their assigned runs. If it
chooses to require daily registers, SFMTA should
ensure that these documents are retained for
seven years, as required by its record retention and
destruction schedule.

The Police Department should:

12. Develop policies and procedures regarding
physical fithess leave pay for payroll staff to use
and ensure that the policies and procedures
include how hours are earned and used for this

pay.

Department of Public Health did not always follow

- the approval process for educational leave with pay.

Of eight nurses tested, one (13 percent) did not follow
the MOU-required approval process for educational
leave with pay (educational leave). As a result, the nurse
improperly used educational leave as paid time off. Also,
the Department of Public Health (Public Health) created
a false pay record, which indicated that the nurse was
paid for a training day when he was actually not in
training.

Full-time and regularly scheduled part-time nurses
represented by the Service Employees International
Union (SEIU), Local 1021, are allowed 40 hours of
educational leave with pay per fiscal year, or a prorated
share of their normal number of hours, to achieve or

~maintain their position’s licensing and educational

requirements. According to the SEIU Local 1021 MOU
for staff and per diem nurses, the approval of educational
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Recommendations

Finding 1.7

Although the MOU allows
the department to request
proof of completion for
courses and training taken
during educational leave
with pay, Public Health has
not required such proof.

leave is subject to staffing requirements. It is to be
submitted one month in advance of the course date,
when possible, and approved by the appropriate
administrator.

The Public Health nurse completed 14 hours of training
on a day off. For this training, the nurse submitted a
request for approval for 12 hours of educational leave for
a date 11 days later, had the request approved, and
charged the educational leave for the approved day.

According to Human Resources, educational leave is
time off for coursework that coincides with a nurse’s work
schedule and should not be used as an offset for
coursework taken on personal time.

The Department of Public Health should:

13. Require that requests for educational leave with
pay be submitted before the training or course
date, consistent with the applicable memorandum
of understanding.

14. Ensure that the educational leave with pay
requested is for hours during which the employee
plans to attend training or educational courses.

Public Health does not request proof of course
completion from nurses who have taken educational
leave with pay.

According to Public Health payroll staff, the department
does not require that nurses provide proof of course
completion after they take educational leave. When CSA
requested documentation of course completion for
educational leave taken, the payroll unit had to request
the documentation from the nurses. Without proof of
completion, payroll staff has no way to verify that nurses
used educational leave for its intended training and
educational purposes. This, in turn, increases the risk
that nurses will misuse educational leave with pay for
personal or unrelated purposes without detection.

According to the SEIU Local 1021 MOU for staff and per
diem nurses, the department may request adequate
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Approved Time, or Lacked Compliance with Citywide Policies and Procedures

proof indicating successful completion of a course taken
during educational leave. If a nurse fails to provide proof
when requested, the department may rescind approval
for the educational leave taken and record those hours
as absent without leave.

A payroll supervisor states that although it is allowed to
request proof of completion by the SEIU Local 1021
MOU for staff and per diem nurses, the department has
not required it. The department notes that although 90 to
95 percent of nurses already submit documentation for
this leave to the payroll unit, it is now establishing
educational leave pay procedures that will require proof
of course completion.

15. The Department of Public Health should establish
procedures to request proof of course completion
from nurses after they have taken educational
leave with pay. If an employee fails to provide
adequate proof, rescind approval for the hours
taken as educational leave with pay and record
those hours as absent without leave.
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CHAPTER 2 - Aspects of Payroll Processes and
Controls Need Improvement

Summary

Finding 2.1

In conjunction with
various city departments,
CSA identified control
deficiencies in the city’s
payroll processes.

The payroll process that city departments follow is
generally adequate but has various control deficiencies,
including lack of documentation requirements, key
elements missing from standard approval forms, and
other general processing concerns. Based on CSA’s
internal controls survey of 54 city departments, some
departments are not following proper procedures. The
survey found that, of the 54 departments:

+ 13 (24 percent) do not enter time into the
PeopleSoft system weekly.

« 5 (9 percent) believe that only some pay rate’
changes must be properly documented.

+ 3 (6 percent) reviewed less than 10 percent of time
entries and associated documents.

The City’s payroll processes have control
deficiencies.

Of the 54 city departments, in October and November
2013 CSA met with representatives from PPSD, eMerge,
and the payroll and Human Resources units of the
Controller and Public Health to document the payroll
processes the City generally follows. The processes
reviewed included:

+ Onboarding — preparing for a new employee to be
paid through PeopleSoft.

« Payment — paying an employee.

» Data Changes — adding or removing premium pays
that impact base pay rates, changing base pay
rates, and transferring employees.

» Leaves — accounting for an employee on paid or
unpaid leave.

» Separation — removing an employee’s record from
PeopleSoft either due to a separation or retirement.

The various control deficiencies identified in the process
reviews are summarized in Exhibit 8.
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241 IR Reported Control Deficiencies in the City’s Payroll Processes

Process Control Deficiency

Onboarding .

Reviews, although performed, are not always documented.

If an employee will be hired at a base rate higher than the first step of the job
classification, this needs to be pre-approved, but the approval is not
documented on the appointment processing form.

The appointment processing form is not reviewed before it is transmitted to
Human Resources for pay rate entry.

Payment .

Documentation is not required for an employee to receive some special
pays.
PeopleSoft has no system warnings for unusual entries.

Some payroll clerks enter time biweekly, which increases the risk of
inaccurate entries by forcing an increased workload in a two-and-a-half-day
period, based on when payroll data must be submitted for processing.

After payroll information is entered in PeopleSoft, departmental reviews are
not standardized and/or required and may not be performed correctly.

Queries, which are used to generate reports of payroll data, are often
created by requests from departments but may not be clearly communicated
citywide.

Departments have no uniform policy to follow regarding check dlStﬂbutIOh
As a result, distribution of checks varies greatly by department size and by
the number of employees receiving checks and stubs.

Data .
Changes

The form used for supervisory differential premlum pay does not show the
date the pay should begln

The forms for supervisory differential and acting assignment premlum pays
lack an explanation of how the premiums were calculated.

No policy requires reviews of special pay reports.

When an employee’s base rate is increased due fo a step progression, the
progression is not required to be reviewed and, if review occurs, it is not
visible in PeopleSoft.

Leaves .

When on a leave that results in payments from the State of California, an
employee does not submit payment stubs to the City, which increases the
risk that the employee may get more or less leave pay than previously
commumcated

The fact that an employee is on paid leave is not entered into the system,

‘WhICh prevents departments from having accurate headcounts

Tracking of the Family and Medical Leave Act (FMLA) end date is manual
and citywide procedures for monitoring FMLA do not exist.

Separation e

After an employee separates, the payroll register at the employee's former
department is not reviewed to ensure thatthe employee is no longer paid.

Departments must complete multiple steps for retirements to be processed
correctly, and these steps are not formally documented.

Source: CSA analysis based on information from PPSD, eMerge, Controlier's Human Resources, and Public Health

staffs.
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Recommendation

Finding 2.2

Departments have guidance
on payroll controls.

Some departments
answered significant
payroll control questions.
incorrectly.

Although the City’s payroll process is generally
adequate, by addressing the control deficiencies
identified, the payroll process and the documentation
supporting the payroll process would be improved.
Implementing controls, such as formalizing reviews,
would lessen risks such as incorrect or improperly
supported payments.

CSA provided these control deficiencies and related
recommendations to PPSD and eMerge. Some of the
deficiencies were addressed in November 2013 when
eMerge began releasing a list of required queries that
departments must use during the biweekly payroll
process and when PPSD issued, in December 2013, the
City’s Payroll Policies & Procedures Manual.

16. The Office of the Controller's Payroll and Personnel
Services Division and eMerge Division should
review the control deficiencies identified in this
audit and consider corrective actions, such as
creating additional system controls or required
procedures for departments to follow.

Some city departments’ survey responses indicate
that they lack significant payroll internal controls.

In April 2014, to gain a general understanding of how
departments process payroll and conduct related
functions, CSA surveyed 54 city departments about their
internal controls over payroll. CSA developed the survey
guestions based on the City’s Payroll Policies &
Procedures Manual.

PPSD issued the City’s Payroll Policies & Procedures
Manual to enable departments {o use baseline payroll
processing controls that affect departments’ ability to

perform key payroll procedures in standardized ways.

A few city departments gave responses to CSA’s payroll
survey questions that indicate a lack of payroll controls,
including a lack of proper payroll procedures. Exhibit 9
shows the question, correct answer, and the number of
departments that answered contrary to what is required
by city policies and procedures. (Appendix A shows all of
the survey’s questions and correct answers.)
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D GI-IIR A Results of Payroll Internal Controls Survey

{ | Number of departments
. Required | that indicate they do not |
Procedure | meet (or understand)

- Survey Question
| the requirement

ﬁ. How dftéh is ﬁiﬁe éntered' ihy"P'eybpleSoft for the

department's timekeeping system? Weekly 13

2 Approximately what percentage of time entries
and associated documents are reviewed by the 10% or more 3
_department's payroll supervisor?

3. Does the department monitor, recbhrricrzriilé,ﬁ and 7

routinely audit PeopleSoft pay reports? Yes 2
4. True or False: Only some pay rate changes must
be properly documented and follow the requirements False 5

of the Human Resources Classification and
Compensation Manual and/or MOU.

:5. Before premium pays are paid to an employee,
does payroll verify that the employee is eligible Yes , 2
for the premium pay?

6. Is your department aware of the PeopleSoft
reports that exist and does it regularly produce
and review these reports after managing additional Yes 9-21
pays, time entry, and time administration?
(See Appendix A for the list of queries.)

7. Check the box if applicable to the department:

0 Sick Leave — Department has a written policy 4
{1 Sick Leave — Policy is followed

[1 Vacation — Department has a written policy

3

(1 Vacation — Policy is followed
[1Holiday — Department has a written policy 6
[0 Holiday — Policy is followed Departments
0 Overtime/Compensatory Time — Department has a written policy

written policy for all items 3
O Overtime/Compensatory Time — Policy is followed and the
O Stand-By-Time — Department has a written policy policies are 3
O Stand-By-Time — Policy is followed to be

: - : followed. :

O Péyro!kl Adjustments — Department has a written
policy 5
O Payroll Adjustments — Policy is followed

0O Payroll Changes (including pay step increases) —
Department has a written policy

5
0O Payroll Changes (including pay step increases) —
Policy is followed
8. Is a checklist used for the termination of an Yes 5

employee?

Source: Payroll internal Controls Survey administered by CSA.
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Controls are the first line of
defense for safeguarding
assets and preventing and
detecting errors and fraud.

Recommendations

The questions and answers in Exhibit 8 are indicators of
important payroll controls. For example, regarding
Question 1, without weekly time entry, a department may
be unable to enter all payroll information for payroll
processing within the required timeframe, which is two-
and-a-half working days after the pay period ends. This
could result in employees not being paid on time or being
paid incorrectly. Regarding Question 2, without reviews
and reconciliations, payroll errors could go undetected,
resulting in over- and underpayments. Regarding
Question 6, departments must view certain queries to
monitor time and/or pay. And regarding Question 7,
without documented procedures, payroll clerks may
inconsistently process payroll, and the clerks’ duties may
not be easily taken on by a new employee when a payroll
clerk leaves.

According to the U.S. Government Accountability Office,
controls encompass the plans, methods, and procedures
used to meet missions, goals, and objectives, and
controls are the first line of defense in safeguarding
assets and preventing and detecting errors and fraud.
There is an increased risk that errors and fraud may go
undetected at departments that do not follow the payroll
manual and review required eMerge queries.

The Office of the Controller's Payroll and Personnel
Services Division should:

17. Review departments’ audit survey responses that
indicate that they do not meet (or understand) the
requirements of the City’s Payroll Policies &
Procedures Manual and follow-up directly with
these departments for corrective action. The City
Services Auditor Division will provide the
departments identified.

18. Ensure departments run required queries, and
create a requirement for departments to request
from the Payroll and Personnel Services Division
an exemption from running a required query if the
department believes the query does not apply to its
environment and the Payroll and Personnel
Services Division agrees.
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APPENDIX A: CITYWIDE PAYROLL SURVEY RESULTS

CSA surveyed 54 city departments about their internal controls over payroll.

No. Question ~Requirement or Best Practice
1 How often is time entered in PeopleSoft for the Week]
department's timekeeping system? ) y
2 Approximately what percentage of time entries and
: associated documents are reviewed by the 10% or more
____| department's payroll supervisor?
3 Does the department monitor, reconcile, and routinely
audit PeopleSoft pay reports? Yes
4 In what types of instances does the department use the | Examples include:
Problem Description Form (PDF)? - Correct underpayment, overpayment, or non-
payment of wages
- Correct a deduction error or tax error
- Cancel an unauthorized paycheck
- Return an undeliverable paycheck
- Change an incorrect paid-hours code
- Deduct an employee’s court compensation for
jury duty
- Adjust for the waiting period for an employee
who has received Workers’ Compensation or
] State Disability Insurance (SDI) benefits,
5 Are confidential payroll records and reports, including
payroli change forms (problem description forms), Yes
safeguarded in a locked area accessible only by
authorized personnel? )
6 | Check the box if applicable to the department: Departments to have written policy for all items and

the policy are followed.
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No.

Question

Requirement or Best Practice

0 Sick Leave — Department has a written policy
0 Sick Leave — Policy is followed

01Vacation — Department has a written policy
O Vacation — Policy is followed

s Holiday — Department has a written policy
0 Holiday — Policy is followed

O Overtime/Compensatory Time — Department has a
written policy

0 Overtime/Compensatory Time — Policy is follovyggww

0O Stand-By-Time — Policy is followed

[1 Stand-By-Time — Department has a written policy

‘1 Payroll Adjustments — Department has a written

policy
- ﬂ”anrolI‘Adjustments — Policy is followed

0 Payroll Changes (including pay step increases) —
Department has a written policy

1 Payroll Changes (including pay step increases) —
Policy is followed

‘Does the department have written procedures for

reviewing and managing employee disability benefits?

How does the department ensure that an employee

receives the appropriate step increase? Please
explain.

True or False: Only some pay rate changes must be
properly documented and follow the requirements of
the Human Resources Classification and
Compensation Manual and/or MOU.

Yes
- i PebbleSoﬁ report 7 7 N
MRG_HR0185_EE_MERIT_INCR_REMND (merit
reminder query) is available to help departments
identify employees who are due for a step increase.

FALSE

10

What is the process for ensuring that separated
employees no longer receive pay? Please explain.

Deactivate the employee in PeopleSoft
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No.

- Question

Requirement or Best Practice

11

Do the department payroll personnel ensure that all
employees that go on unpaid leave or terminate have
their Time Reporter data deactivated?

Yes

12

s a checklist used for the termination of an employee?

Yes

13

Are overtime hours, compensatory time, altered work
schedules, and other similar work time approved
before the hours are worked?

Yes

14

Does the department review available vacation, sick
and compensatory time accruals before posting paid
time off?

Yes

15

Do payroll personnel review submitted vacation and
compensatory time for approval documentation before
entering/approving the reported time?

Yes

16

Does the department have procedures for managing
and reviewing employees' absence balances?

Yes

17

Before premium pays are paid to an employee, does
payroll verify that the employee is eligible for the
premium pay?

Yes

18

Do you maintain supporting documentation to support
the premium pay?

Yes

19

Does the department monitor additional pays (acting
assignment pay, supervisory differential pay, police
motorcycle pay)?

Yes

20

How often does the department monitor additional pays
(acting assignment pay, supervisory differential pay,
police motorcycle pay)?

At least quarterly

21

When do you override pay rates?

Various possible responses
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MRG_TL_ADDL_PAY_EMPL_LIST
- Lists all employees in department with Incentives on
Additional Pay by Pay Period End date.
- Department is aware of this PeopleSoft report

MRG_TL_ADDL_PAY_EMPL_LIST
- Lists all employees in department with Incentives on
Additional Pay by Pay Period End date.
- Department regularly produces and reviews this
PeopleSoft report after managing additional pays

MRG_TL_ADDL_PAY_NOTEQL_UNION
- Lists employees with Additional Pay that is not allowed
by their Union (Workgroup). These Additional Pays need
to be made inactive or ended before Payroll processing
begins.
- Department is aware of this PeopleSoft report

MRG_TL_ADDL_PAY_NOTEQL_UNION
- Lists employees with Additional Pay that is not allowed
by their Union (Workgroup). These Additional Pays need
to be made inactive or ended before Payroll processing
begins.
- Department regularly produces and reviews this
PeopleSoft report after managing additional pays

No. Question Requirement or Best Practice
22 | Are manual checks distributed by an éﬁﬁﬂibloyee whois |
involved in the payroll preparation? No
23 | Does the department review the most updated
"Combined Leave Balance Report" or use online
Employee Leave balance pages before approving Yes
compensatory or leave time? '
24 | Check the box if applicable to the department: -

Department is aware of this PeopleSoft report
and regularly produces and review this
PeopleSoft report after managing additional pays.
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25

MRG_TL_RPTHRS_NOTEQL_STDHRS
- Lists employees where Standard hours are not equal to
reported hours.
- Department is aware of this PeopleSoft report

MRG_TL_RPTHRS_NOTEQL_STDHRS
- Lists employees where Standard hours are not equal to
reported hours.
- Department regularly produces and reviews this
PeopleSoft report after time entry

MRG_TL_FT_REGWUNPD_HRS_NOT_80
- Lists Full Time employees with reported time not equal to
80 regular hours. Correct timesheet, if needed.
- Department is aware of this PeopleSoft report

MRG_TL_FT_REGWUNPD_HRS_NOT_80
- Lists Full Time employees with reported time not equal to
80 regular hours. Correct timesheet, if needed.
- Department regularly produces and reviews this
PeopleSoft report after time entry

Department is aware of this PeopleSoft report
and regularly produces and reviews this
PeopleSoft report after time entry.

26

Check the box if applicable to the department:

MRG_TL_ESTIMATED_EARNINGS_DTLS
- Lists total hours and pay by Time Reporting Code (TRC).
- Department is aware of this PeopleSoft report

MRG_TL_ESTIMATED_EARNINGS_DTLS
- Lists total hours and pay by Time Reporting Code (TRC).
- Department regularly produces and reviews this
PeopleSoft report after time administration

Department is aware of this PeopleSoft report
and regularly produces and reviews this
PeopleSoft report after time administration.
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| MRG_TL_EES_WITH_PAID_TIME

- Lists employees in your department with paid time.
- Department is aware of this PeopleSoft report

MRG_TL_EES_WITH_PAID_TIME .
- Lists employees in your department with paid time.
- Department regularly produces and reviews this
PeopleSoft report after time administration

MRG_TL_EXCEPTION_GRP
- Lists employees with exceptions by group.
- Department is aware of this PeopleSoft report

MRG_TL_EXCEPTION_GRP
- Lists employees with exceptions by group.
- Department regularly produces and reviews this
PeopleSoft report after time administration

MRG_TL_LWOP_BY_EMPL
- Lists employees with any Leave without Pay (LWOP)
hours during the pay period.
- Department is aware of this PeopleSoft report

MRG_TL_LWOP_BY_EMPL
- Lists employees with any Leave without Pay (LWOP)
hours during the pay period.
- Department regularly produces and reviews this
PeopleSoft report after time administration

"MRG_TL_PT_GRTHAN_STDHRS

- Lists Part Time & As-needed employees with reported
hours greater than 2 times their Standard Hours, as
shown in Job Data.

- Department is aware of this PeopleSoft report

MRG_TL_PT_GRTHAN_STDHRS

- Lists Part Time & As-needed employees with reported |
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hours greater than 2 times their Standard Hours, as
shown in Job Data.

- Department regularly produces and reviews this
PeopleSoft report after time administration

MRG_TL_NO_PAYABLE_TIME
- Used to identify Active and Paid Leave employees who
have no Payable Time by department.
- Department is aware of this PeopleSoft report

MRG_TL_NO_PAYABLE_TIME
- Used to identify Active and Paid Leave employees who
have no Payable Time by department.
- Department regularly produces and reviews this
PeopleSoft report after ime administration

- Lists the time on the timesheet by status selected for
Payable Time.
- Department is aware of this PeopleSoft report

CCSF Payable Time Report (MTL0138)
- Lists the time on the timesheet by status selected for
Payable Time. .
- Department regularly produces and reviews this
PeopleSoft report after time administration
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APPENDIX B: DEPARTMENT RESPONSES

AIRPORT COMMISSION:
J— o @
- =

Sart Francisco International Alerport

November 3, 2014

Ms. Tonia Lediju

Director of City Audits

Office of the Controller

City Services Auditor Division

City and County of San Francisco

1 Dr. Carlton B. Goodleft Place, Room 476
San Francisco, CA 94102

Subject: Response to Citywide Payroll Audit

Dear Ms. Lediju:

[n response to your e~mail to Mr. John L. Martin, Airport Director, dated October 27, 2014,
attached is the completed response from San Francisco International Airport regarding the

Citywide Payroll Audit.

We appreciate the time and effort of your staff in conducting this audit. If you have any
questions or require further information, please contact me at (650) 821-5016.

Sincerely,

e’

g LY
Linda S./Yeung
Director
People, Performance & Development

Aftachment

ces John L. Martin
fvar Satero
Julian Potter
Richard Frattarelli

Wallace Tang
Kate. Chalk=CSA.
RIRPONT COMMESSION CITY AND COUNTY OF SAN FRARNCISCO
FDWIN M, LEE LARRY MAZZOLA LINDA 5. CRAYTON ELEANQR JORNS RICHARD J. GUGGENHIME PETER A, STERN JOHI L. MARTIN

MAYOR PRESIDENT VICE PRESIDENT AIRPORT DIRECTOR

Post Office Box 8097 San Francisco, California 94128 Tel 650.821.5000 Fax 650.821.5005 www.flysfa.cam
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OFFICE OF THE CITY ATTORNEY:

CiIty AND COUNTY OF SAN FRANCISCO OFFICE OF THE CITY ATTORNEY

DENNIS J. HERRERA LAUREL TURNER
“1;1 City Attomey MANAGER OF ADMINISTRATIVE
é:;' - SERVICES
%)
Emaill: laurel tumer@sfgov.org
TO: Tonia Lediju
Director of City Audits

FROM:  Laurel Turner
Manager of Administrative Services

DATE: November7,2014
RE: Citywide Payroll Audit

Attached please find our response to the recent payroll audit.
Thank you.

B-2
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DEPARTMENT OF BUILDING INSPECTION:

City and County of San Francisco
Department of Building Inspection

Edwin M. Lee, Mayor
Tom €. Hui, S.E,, C.B.Q,, Director

November 8, 2014

Ms. Tonia Lediju

Director of City Audits

City Services Auditor Division
Office of the Controller

City Hall, Room 476

1 Dr. Carlton B. Goodlett Place
San Francisco, CA 94102

Subject: Department of Building Inspection Response to the Citywide Payroll Audit

Dear Ms. Lediju:

We have reviewed the draft report of the Citywide Payroll Audit. We appreciate the time effort of
your staff in conducting this audit. Attached for your review, please find DBI's response.

If there are additional questions, please contact Taras Madison, Deputy Director of
Administrative Services at (415) 558-6239.

Sincerely,

Ly € - Wi

Tom C. Hui, 8.E., C.B.O.
Director/Chief Building Official

e¢c:  Taras Madison, Deputy Director, Administrative Services
Emily Morrison, Personnel and Payroll Manager

OFFICE OF THE DIRECTOR
1660 Mission Street -~ San Francisco CA 94103
Office (415} 558-6131 — FAX (415) 558-6225
Website: www,sfdbi.org
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OFFICE OF THE DISTRICT ATTORNEY:

CITY AND COUNTY OF SAN FRANCISCO OFFICE OF THE DISTRICT ATTORNEY

GEORGE GASCON
District Attorney

October 27, 2014

Tonia Lediju

Director of City Audits

City Hall, Room 476

1 Dr. Carlton B. Goodlett Place
San Francisco, CA 94102

Subject: Citywide Payroll Audit: Eleven Departments Incorrectly Paid Employees, Improperly
Approved Time, or Lacked Compliance with Citywide Policies and Procedures,

Dear Ms, Lediju,

Thank you for providing us the opportunity to review the audit report ‘Citywide Payroll Audit:
Eleven Departments Incorrectly Paid Employees, Improperly Approved Time, or Lacked
Compliance with Citywide Policies and Procedures,’ as prepared by the Controller’s City
Services Auditor Division. We appreciate the thoroughness and courtesy of your staff during
this audit engagement period.

The Office of the District Aftorney is in agreement with the findings and recommendations from
this audit report. Attached is the required Audit Recommendation and Response form. If you
have any questions please do not hesitate to contact Eugene Clendinen at (415) 553-1895,

Sincerely,
e L
Geé;‘p/(.‘i:ﬁ wh

District Attorney

/{/

¢ Bugene Clendinen,
Evette Taylor Monachino

850 BRYANT STREET, ROOM §01 - SAN PRANCISCO, CALIFORNIA 94103
RECEPTION: {415) 553-1030 + FACSIMILE: (415) 558~1410
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eMERGE DIVISION:

CITY AND COUNTY OF 5AN FRANCISCO

OFFICE OF THE CONTROLLER

MEMORANDUM

TO: Tonia Lediju
Director of City Audits
City Services Auditor Division

v A el ) R
FROM: Jack Woad : d/b/é,/ e
Director, eMerge Division[ Lyt
Office of the Conirolier ¥
DATE: December 18, 2014

SUBJECT: Citywide Payroll Audit

Ben Rosenfield
Controller

Todd Rydstrom
Deputy Controller

As noted in our submitted Recommendation and Response Form, the eMerge Divigion will collaborate
with CSA Audits, PPSD and DHR to help resolve Recomunendation 16 and Recommendation 183, With
regard to Recommendation 16 and the items listed in Exhibit 7 (Reported Control Deficiencies in the
City's Payroll Processes), many of those listed deficiencies are policy or operational issues which will
need to be addressed by PRPSD andior DHR. eMerge will assist with the items that can be resolved

through systematic changes in PeopleSoft,

Please let me know if you have any firther questions for eMerge on those items.

Ce: Dennis MeComick

FI3-534-7300 Chiy Hadl » 1 D, Carlton B, Goudlett Place « Roowr M6 San Franciseo CA4 941014094

FAN $13-584-7466
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FIRE DEPARTMENT:

EDWIN M. LEE

JOANNE HAYES-WHITE
MAYOR

CHIEF OF DEPARTMENT

SAN FRANCISCO FIRE DEPARTMENT
CiTy AND COUNTY OF SAN FRANCISCO

November 10, 2014

Tonia Lediju, Director of City Audits
Office of the Controller

City Services Auditor

City Hall, Room 476

1 Dr, Carlton B, Goodlett Place
San Francisco, CA 94102

RE: Citywide Payroll Audit
Dear Ms, Lediju:

Enclosed are the Fire Department's responses to the audit recommendations regarding
its payroll operations based on data of 10 selected employees from two pay cycles in
January 2014. The audit specifically evaluated payroll fluctuations (i.e., underpayments
and overpayments) and compliance with records retention and MOU pay provisions.

The Fire Department appreciates its continued collaboration with the Controlier's Audit
Team. Though not as extensive as prior efforts, this payroll audit demonstrated that the
Fire Department has improved in its payroll accuracy. With regard to records retention,
staff intimated to me that they do not prematurely destroy documents, The issue of
locating hard copies during the audit seemed to stem from the overwhelming amount of
records they handle without a robust records management and filing system in place.
We are exploring ideas on how to effectively maintain voluminous records Department-
wide so that historical forms and reports can be readily accessed, preferably in scanned
electronic versions,

698 SECOND STREET * SAN FRANCISCO, CA 94107 » 415.558,3400
www, SF-FIRE, ORG
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I would like to thank your staff for their diligent work in performing this Citywide Payroll
Audit. As in the prior audit involving our pay practices and procedures, the Department
will duly regard the resulting findings and recommendations to guide our ongoing efforts
to improve our payroll practices and procedures.

Sincerely,
,f ”\S -
o
Ganne Hayes-White
Chief of Department

Enclosures
cc. lrella Blackwood, Lead Audit Manager

Katie Chalk, Audit Manager
Jonathan Collum, Auditor-in-Charge
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HUMAN SERVICES AGENCY:

City and County of San Francisco Human Services Agency
p é@\_{,\,\ - Department of Human Services

& Department of Aging and Adult Services
2 Edwin M. Lee, Mayor

L <
FINECH

Trent Rhorer, Exectitive Director

November 6, 2014

Toma Lediju

Direotor of City Audits

City Services Audilor Division
Office of the Controller

1 Dr. Carlton B. Goodlett Place
City Hall, Room 476

San Francisco, California 94102

RE: Citywide Payroll Audit — Human Scrvice Ageney (HSA) Response
Dear Ms. Tediju:

FEnclosed please find our response to the Citywide Payroll Audit Draft Report. We appreciate the
opportunity to respond to the recommendations.

The implementation of your recommendations will improve and enhance our payroll practices.

Please contact me at (413) 5537-5751 or by email at Luenna Kinyasteov.org it you have any
(uestions.

Sincerely,
x&’,‘?ﬁuum(,&é—-
Director of Human Resoxques, HSA
cer ‘Trent Rhorer, Lxecutive Direclor, IHISA
Daniel Kaplan, Iimance and Admingstration Depuly Director, LISA

I.eo Sauceda, [Human Resources Manager, 118A
Berting Tan, Payroll Supervisor, TISA

P.Q. Box 7988, San Francisco, GA 84120-7988 » (415) 557-5000 a www.sthsa.org/
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POLICE DEPARTMENT:

POLICE DEPARTMENT
CITY AND COUNTY OF SAN FRANCISCO
THOMAS J, GAHILL HALL OF JUSTICE
850 BRYANT STREET
SAN FRARGIECO, CALIFORMIA 9410341603

GREGORY P SUHR
WAYOR CHIEE OF POLICE

November 4, 2014

Ms, Tonia Lediju

Director of City Audits

City Hall, Room 476

I Dr. Carlton B, Goodlett Place
San Francisco, Ca 94102

Dear Ms. Lediju

Subject;  Citywide Payroll Audit: Eleven Departments Incorrectly Paid Employees, Improperly
Approved Time, or Lacked Compliance with Citywide Policies and Procedutes.

Thank you for providing the San Prancisco Police Departinent an opportunity to review and
respond to the audit veport, “Citywide Paysoll Audit: Eleven Departments Incorrectly Paid
Employees, Improperly Approved Time, or Lacked Compliance with Citywide Policies and
Procedures,” as prepared by the Office of the Controtler-City Services Auditor.

The Police Department recognizes the time and effort required of your staff to conduct a
comprehensive citywide payroll audit. Through your efforts, the City Service Auditor has
identified two aveas in which the San Francisco Police Departiment’s Payroll unit was lacking,

The Police Department has reviewed the two recommendations made by the City Services
Auditor. We have corrected and implemented one recommendation.

The second will require the issuance of written policy and procedure and training of the payroll
staff. The training of payroll staff shall be complete by December 31, 2014,

If you have any questions or need additional information, please do not hesitate to contact me at
(415) 553-1551.

Sincerely,
A A =

GREGORY P. SUHR
Chicf of Police

GS/jd
Attachment
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PAYROLL AND PERSONNEL SERVICES DIVISION:

City and County of San Francisco Office of the Controller
Payroll/Personnel Services Division
TEL. (415) 701-3400
FAX (415) 701-3401

DATE: December 23, 2014
TO: Tonia Lediju, Director of Audits
FROM: Debra L. Nebreds, Director of Payroli Personnel Services Division

SUBJLCT: CityWide Payroll Audit of Eleven Departments;, Nov, 2014,
Dear Ms, Lediju,

Thank you for providing us the opporlunity to review the above referenced audit report,  This letler
provides response(s) to the recommendations numbered as #18, # 19 and # 20 and noted in the audit
report reviewed,

#16) The Office aof the Controller’s Payroll and Persoimel Services should review the control
deficiencies and consider corrective actions, suclt as creating additional system controls or required
procedures for departments to follow.

In the next 90 days Payroll Personnel Services Division (PPSD) will be providing all departments with a
second desk manual, The Hrst manual provided general oversight and information for payroll personnel
and timekeepers Citywide last vear. ‘This sccond manual will include pre, post and production payroll
checklists. These chocklists are provided as templates that can be copied and used for cach and every
pay period during-the calendar year. A hall day training will occur in the next 90 days as well,
mandating the use of these checklists which require running querics pre and post payvoll processing to
enstire the highest accuracy, review and validation.  Additionally, a review will be conducted internally
at PPSD, where systematic coding can be implemented Lo circumvent further erroneous pays.

#17) The Office of the Controllers Payroll and Personinel Services showld review the departments audit
supvey responses that indicate that they do not meer (or undersiand) the requiremems of the City’s
Payroll Policies & Procedures Manal and follow-up divecily with the departments for corvective
action. City Services Auditor Division will provide the departments identified,

As noted in the above referenced item, PPSD will conduet with specific departments a half day training
that focuscs on best practices, required tasks lists and proper documentation and retention, This training
will be mandatory and all departinent personnel officers will bo included as well, as they oversee and
manage the timekeeping and payroll positions in most cases. '

#18) The Office of the Controller’s Fayroll Personnel Services should ensure departments run required
queries, and oreate a requirement for departments to request from the Payroll and Personnel Services
Division an exeniption from rming a requived query if the department believes the query does not
apply to its environment and the Pavioll and Personnel Servies Division agrees.

As PPSD embarks on providing a half day training in the next 90 days to other departments, the
requiretnent and specificity to require review of queries will be addressed and included in the training.

One South Van Ness Avenue, 8" Floor San Francisco, CA 94103
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DEPARTMENT OF PUBLIC HEALTH:

APPENDECG DEPARTMENT RESPONSE

City and County of San Francisco Dapartmen? of Public Health
Edwin dL Lea, Mayor ) 3arbara A, Garela, MPA
Director of Health

Date: December 10, 2014

To: Fonia Lediju, Director of City Audits

Srom Barbara A, Garcia, Director:gf;géauh

Subject: Response to Findings from /i\udi{ titled "Citywide Payrofl Audit: Eleven

Departmants Incorrectly Paid Employees, Improperly Approved Time or
Lacked Compliance with Citywide Policies and Procedures

Department of Public Health met with the San Francisco General Hospital Reogistered
nurse Labor Monitoring Committeae on December 4, 2014,

Due to the holidays during the month of December, the anticipated completion date to
imptemaent our plan of correction will be February 3, 2015, The plan of correction
includes the adoption of a Department wide policy consistent with the Registered Nurse
contract language.  The drafted policy is currently under internal review and formal
distussions with the union will bagin in January 2015,

If you have any queastions or require further information, please do not hesitate to
conlact me at 415 554-2600 or Ron Weigelt, 416 554-2580.

Allachment: Audit Recommendation and Response Form
¢ Roland Pickens, Greg Waaner, Sue Currin, Terry Dentoni, Lawanna Darryalle ERD,

Ron Waiget, Michael Brown, Louise Brooks Houston

101 Grove Street, Room 308, San Francisco, CA 94102
Phone (415) 554-2600  Fax {415} 554-2710
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RECREATION AND PARK DEPARTMENT:

Edwin M, Lee, Mayor
Phikp A, Glashurg, General Manager

Gatober 31,2014

Ms. Tunia Lediju
Director of Audits
Office of the Controller

City Services Anditor Division

City Hall

1 Carlton B. Goodlet Place, Room 316
San Francisco, CA 94102

Re: Recreation and Park Depariment’s Response to the CSA Cltywide Payroll Audit Reporl
Dear Ms. Ledijw

The Recreation and Park Department (RPD) has received the City Services Auditor’s draft report
of the citywide payroll audit for Hseal year 2013 — 2014, We appreciate your staff”s time and
cffort on the audit and on this report,

Attached plense find the Department’s response to the audit's recommendation regarding RPD,

T you have any questions regarding the department’s response, please feel free to contact Katie
Petrucione, the depurtinent’s Divector of Administration and Finance at 415,831.2703,

Nipeprely,

3

Philip Clinsburg
General Whimuger

Attachment

wes Kudie Pelrucione
Kin Gee
Joleen Kensiugor

. S T T RO, . § R - ,
Mciaren Lodge i Goloen Gate Park | SUL Ltawyan Sbast f arn Ftancaco, CA 94117 i‘ PHONE: (415} 831-2700 E WEB: shecpaikolg
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SAN FRANCISCO MUNICIPAL TRANSPORTATION AGENCY:

SFMT.

an, Chafmon Eheoryl Brirkmign, W Feran
%] unicipal s Borday, Do Maluolm Helntekea, Director
Tran ap ortation ww, Hirestn ot Ramos, Orecter
Agv:-ﬂmy Cristing Bub "

Gadweard U, Ralst

December 5, 2014

Tonia Lediju

Director of City Audits

City Iall, Room 476

1 Dr. Carlton B, Geodlett Place
San Francisco, CA 94102

Subject: SFMTA Responseto Citpwide Payroll Andir

Dear Ms. Lediju:

The San Francisco Municipal Transportation Agency is in reeeipt of the draft audit report entitled,
“Citywide Payroll Audit: Eleven Departments Incorreotly Paid Employees, Improperly Approved
Time, or Lacked Compliance with Citywide Polivies and Procedures.” We appreciate the time and

efforts of your staff throughout the audit process,

Please find enclosed our responses Lo the audit recommaendations. T you have any questions or
need additional information, please call Kathleen Sakelaris al 7014339,

Sincerely,
——,

Edward D, Reiskin
Director of Transportation

Enclosure

T Zaaath Wan M ue il Flogs, San Frao DA BATOE S5 O AB00 sereat SETka Bom
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OFFICE OF THE SHERIFF:

OFFICE OF THE SHERIFF
CITY AND COUNTY OF SAN FRANCISCO

1 DR, CARLTON B. GOODLETT PLACE ;
ROOM 456, CITY HALL ,
SAN FRANCISCO, CALIFORNIA 94102 Ross Mirkarimi
SHERIFF

November 21, 2014
Reference: 2014-237

Tonia Lediju

Director of City Audits

City Hall, Room 476

1 Dr. Cariton B, Goodlett Place
San Francisco, CA 84102

RE: Response to Citywide Payroll Audit
Dear Ms. Lediju,

Thank you for the opportunity to review the draft report entitied Citywide Payroll
Audit. The San Francisco Sheriffs Department (SFSD) appreciates the work of the City
Services Auditor (CSA) and its commitment to the financial integrity and efficlency of
city government.

The SFSD employs three payroll staff who manually enters ail exception time
and overtime for approximately 1000 department employees into Emerge, the city's
payroll system, The issues raised in your audit are directly related to the challenges of
utilizing a manual system to enter thousands of payroll data points per pay period.

In 2013 the SFSD acted to transition away from this manual system and toward
an automated scheduling system that is fully integrated with Emerge, by presenting to
the Committee on information Technology (COIT) and receiving funding for Telestaff,
the public safety industry standard for scheduling software. Funding for this project
began in July 2014, and implementation is expected to be complete in 2015. As
discussed in our recommendations and responses, implementation of Telestaff will
resolve the recommendations discussed in the Citywide Payroll Audit.

Thank you and your staff for the thoroughness of the audit work in this important
area.

Sincersly,
ROSS MIBARIMI
Sheriff

PIIONE: 415-354-7125 FAX: 413-854-7080
WEBSITE: WWW.SFSIERIFF.COM EMALL: SHERIFF@SFGOV.IORG
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For each recommendation, the responsible agency should indicate whether it concurs, does not concur, or partially ci
recommendation, it should indicate the expected implementation date and implementation plan. If the responsible ag:
partially concurs, it should provide an explanation and an alternate plan of action to address the identified issue.

RECOMMENDATIONS AND RESPONSES

Recommendation

| Responsible Agency

Response

1.

If they have not already done so,
correct the pay errors identified by
the audit by completing a Problem
Description Form for each and
submitting the form to the Office
of the Controller's Payroll and
Personnel Services Division.

Department of Building
Inspection

San Francisco Municipal
Transportation Agency

Concur. The Department of Building Inspectior
Controller's Payroll and Personnel Services Di

Concurs and will complete the Problem Descri
two identified items requiring adjustments to p:

Fire Department

Fire Department staff corrected errors in Peop
Problem Forms as they were identified during
recommendation has been completed.

Human Services Agency

Concur — HSA has completed the PDF o corre

Comply with the City and County
of San Francisco Payroll Policies
and Procedures Manual by
reviewing employee time
information for accuracy and
appropriateness in accordance
with applicable memorandums of
understanding.

Department of Building
Inspection

San Francisco Municipal
Transportation Agency

Fire Department

Concur. The Department of Building Inspectiol
memorandums of understanding and City and
Payroll Policies Manual requirements to ensur
eligible for premium pay.

Concurs and will continue to comply with the C
Francisco Payroll Policies and Procedures Ma
select employee time information for accuracy
accordance with applicable memorandums of
current PeopleSoft limitations around “rules” c
provisions, which requires further developmen

This recommendation is already being perforrr
will continue to review employee time informat
appropriateness during each pay cycle.
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Recommendation

Responsible Agency

Response

Human Services Agency

Concur — HSA will continue to remind payroli s
details when reviewing employee time informa
appropriateness to ensure compliance with the
Francisco Payroll Policies and Procedures Ma

Create a new training pay code
for extra board transit operators

San Francisco Municipal
Transportation Agency

San Francisco Municipal Transportation Agen
pay code for extra board transit operators will |
2014,

Review previous pay periods for
at least one year to determine
whether any additional extra
board transit operators were
affected by system-generated
errors.

San Francisco Municipal
Transportation Agency

San Francisco Municipal Transportation Agent
be completed by March 31, 2015.

Cease the incorrect practice of
increasing the taxable income of
employees exempt from the
commuting vehicle benefit and
work with the Payroll and
Personnel Services Division to
determine how to retroactively
correct the incorrect entries.

Office of District Attorney

The Office of District Attorney concurs with thit

I this issue the Department has ceased applying
i benefit to members of the Department who tak

authorized purposes who are law enforcement
has worked with PPSD in the past few months
were assessed this benefit for 2014. The Depz
PPSD to issue, W-2¢, revised statements for tl
Refund checks and revised W-2's have been
employees.

Review all its other employees
and determine whether or not
they are subject to the commuting
vehicle benefit being taxable
income. If other employees are
found to be exempt, their payroll
status should be changed
accordingly.

Office of District Attorney

The Office of District Attorney concurs with thi
affected employees who are designated as sw
of the Office of the District Attorney have been
2014 and were issued revised W-2 statements
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Citywide Payroll Audits: Eleven Departments Incorrect

Approved Time, or Lacked Compliance with Cit

Recommendation

| Responsible Agency

Response

7. Ensure that supervisors approve
and date all payroll authorizations.

Police Department

Concur. The payroll authorization forms have |
only the name of the approving supervisor, but
New updated payroll authorization forms are n
wide.

San Francisco Municipal
Transportation Agency

Concur. A memo will be issued to all supervisc
requirement to approve and date all payroll au
15, 2014,

Office of the Sheriff

Current department practice is for supervisors
payroll authorizations. The department accept:
the supervisor as authorization. In the short-te
implement process for obtaining electronic sig|
SFSD is in the process of implementing a time
require all time be approved by a unique supel
This system will be implemented in 2015.

Recreation and Park

Department

Agree. The Department has revised its weekly
field next to the supervisor signature field. On
Manager issued a memo to all managers and

- about the Department’s polices requiring that ¢

date all payroll authorizations.

Office of the City Attorney

Airport Commission

The City Attorney's Office concurs and will cor

Concurs with this recommendation and has ali
effective July 31, 2014.

8. Include on all timesheets the
scheduled shift hours for
employees covered by the
memorandum of understanding
with the Deputy Sheriffs’
Association of San Francisco.

Office of the Sheriff

Current timesheets list the scheduled shift hou
timesheet. As Payroll staff enter exception tinm
department practice is to note exception time ¢
volume of time entered by the Payroll staff anc
weekly, it is impractical to enter regularly sche
sheet. SFSD is in the process of implementing
will include the scheduled shift hours for all err
implemented in 2015.
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Approved Time, or Lacked Compliance with Cit

Recommendation

Responsible Agency

Response

9.

Include on timesheets the hours
of the day that the employee took
leave if the employee is to receive
shift pay.

Office of the Sheriff

Current department practice is to list on the tin
hours worked in the order they were worked. T
timesheet is submitted with 2SP, WK, the sug
the employee was sick from 3:00pm-5:00pm a
11pm. SFSD is in the process of implementin
will indicate the hours of the day for each work
implemented in 2015.

10.

Develop policies and procedures
that provide additional guidance
on the implementation of
guaranteed run pay for non-extra
board transit operators.

San Francisco Municipal
Transportation Agency

San Francisco Municipal Transportation Agent
policies and procedures that provide guidance
guaranteed run pay for all transit operators (in
operators under the following circumstances: ¢
discipline hearing or training) by April 2015.

11.

Develop policies and procedures
that specify the requirements for
how it verifies that transit
operators worked their assigned
runs. If it chooses to require daily
registers, SFMTA should ensure
that these documents are retained
for seven years, as required by its
record retention and destruction
schedule.

San Francisco Municipal
Transportation Agency

San Francisco Municipal Transportation Agen
policies and procedures by April 2015 that spe
verifying that transit operators worked their ass
review the usefulness and relevance of the da
determined that it will be a required document
be retained for seven years as required.
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Citywide Payroll Audits: Eleven Departments Incorrect

Approved Time, or Lacked Compliance with Cit

Recommendation

Responsible Agency

Response

12.

Develop policies and procedures
regarding physical fitness leave
pay for payroll staff to use and
ensure that the policies and
procedures include how hours are
earned and used for this pay.

Police Department

The Police Department concurs with this findir
Department has written policy and procedures
Memorandum of Understanding with the Police
Physical Fitness Program Informational Bookle
Order 10.11 detailing the provisions of the Phy
Evaluation Program. However, no specific and
procedure was developed for the Payroll Unit.

The San Francisco Police Department is curre
Fithess and Wellness Evaluation Program poli
this review, specific procedures will be establis
controls for payroll operations are in effect. Pa
with written policy and training to ensure physi
properly for both time earned and time used.

Policy distribution and training shall be comple

13.

Require that requests for
educational leave with pay be
submitted before the training or
course date, consistent with the
applicable memorandum of
understanding.

Department of Public

. Health

The Department of Public Health, Network Adi
policy statement which will be enforced throug
Public Health for all health related classificatio
leave for continuation of their license or certific
instructions will include a standardized form ot
request the educational leave at least 30 days

| there was aneed to deviate from that requiren

14.

Ensure that the educational leave
with pay requested is for hours
during which the employee plans
to attend training or educational
courses.

Department of Public
Health

The policy will include a statement consistent \
agreements that educational leave will be awa
away from their normal scheduled shift either i
after the course in recognition of our 24 hour ©
leave will be provided for work study courses,
attendance on their own personal time.
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Citywide Payroll Audits: Eleven Departments Incorrect

Approved Time, or Lacked Compliance with Cit

Recommendation

Responsible Agency

Response

15.

Establish procedures to request
proof of course completion from
nurses after they have taken
educational leave with pay. If an
employee fails to provide
adequate proof, rescind approval
for the hours taken as educational
leave with pay and record those
hours as absent without leave.

Department of Public
Health

The approver will be responsible for reviewing
request and provide a timely response. In add
responsible to providing proof of completion to
completion of the course. Failure to provide pi
automatic reversal of the approval to be recorc
official leave. The educational leave hours will
employee from duty to participate in an approv
The Department of Public Health Labor team v
make the necessary changes. Due to the upc
an effective date around February 3, 2015.

16.

Review the contro! deficiencies
identified in this audit and
consider corrective actions, such
as creating additional system
controls or required procedures
for departments to foliow.

Office of the Controller’s
Payroll and Personnel
Services Division

Office of the Controller's Payroll and Personne
with this finding. In the next 90 days Payroll Pe
(PPSD) will be providing ail departments with ¢
first manual provided general oversight and ini
personnel and timekeepers Citywide last year.
include pre, post and production payroll check
provided as templates that can be copied and
period during the calendar year. A half day tre
90 days as well, mandating the use of these cl
running queries pre and post payroll processin
accuracy, review and validation. Additionally,
internally at PPSD, where systematic coding ¢ -
circumvent further erroneous pays.

Office of the Controller’'s
eMerge Division

There are a variety of control deficiencies liste
Control Deficiencies in the City’s Payroll Proce
most of these are process and policy issues th
non-eMerge business groups (e.g. PPSD, DHI
on responses for items that are primarily syste
CSA Audits to identify those specific items for
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Citywide Payroll Audits: Eleven Departments Incorrect

Approved Time, or Lacked Compliance with Cit

Recommendation

Responsible Agency

Response

17.

Review the departments’ audit
survey responses that indicate
that they do not meet (or
understand) the requirements of
the City’s Payroll Policies &

Procedures Manual and follow-up

directly with the departments for
corrective action. The City
Services Auditor Division will
provide the departments
identified.

Office of the Controller's
Payroll and Personnel
Services Division

The Office of the Controller's Payroll and Pers:
concurs with this finding. As noted in the abow
conduct with specific departments a half day
practices, required tasks lists and proper docu
This training will be mandatory and all departn
included as well, as they oversee and manage
positions in most cases.

18.

Ensure departments run required
queries, and create a requirement
for departments to request from
the Payroll and Personnel
Services Division an exemption
from running a required query if
the department believes the query
does not apply to its environment
and the Payroll and Personnel
Services Division agrees.

Office of the Controller's
Payroll and Personnel
Services Division

Office of the Controller's Payroll and Personne
As PPSD embarks on providing a half day. trai
other departments, the requirement and specil
queries will be addressed and included in the {




From: Luke Bornheimer [luke.bornheimer@gmail.com]

Sent: Monday, October 06, 2014 12:54 PM &Tﬂl |2ois 10.24 pmv

To: Calvillo, Angela (BOS); Board of Supervisors (BOS)

Cc: Avalos, John (BOS); Breed, London (BOS); Campos, David (BOS); Chiu, David (BOS),

Cohen, Malia (BOS); Farrell, Mark (BOS); Kim, Jane (BOS); Mar, Eric (BOS); Tang, Katy
(BOS); Wiener, Scott; Yee, Norman (BOS)

Subject: Please Pass Sensible Home Sharing Legislation - Keep Enforcement Clear + Fair [File
Number; 140381]

Dear Supervisors,

Home sharing helps countless San Franciscans to pay their bills and stay in their homes in
the city they love - avoiding foreclosure, spending more time with their families, and
pursuing their dreams. And it gives guests the chance to experience the real San Francisco --
- visiting local small businesses in neighborhoods they normally wouldn’t visit.

I support home sharing in San Francisco, and I urge you to pass sensible legislation, without
delay, that ensures San Franciscans can continue to share the homes in which they live.

Specifically, we urge you to pass legislation that:

- Keeps enforcement clear and fair. The City can and should enforce its laws before
encouraging residents, landlords and tenants to sue each other. Allowing neighbors to harass
home sharers with lawsuits disproportionately impacts lower income hosts who can’t afford to
hire a lawyer while wealthier homeownhers are able to defend themselves. Those of us who rely
on the income we earn to make ends meet will suffer most from this process. '

- Avoids unnecessary limits on shared space rentals. Please enable families to share their
homes with guests when they are present with no limits. Many of us rely on this supplemental
income to stay in the city and the homes we love.

- Is clear, transparent, and easy to follow. So much time and energy has been poured into
this legislation - let’s make it something that will work.

We thank you for taking so much time to consider this important issue - and we urge you to
get it done right.

Sincerely,
Luke Bornheimer

Mission Dolores

on
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From: Board of Supervisors (BOS)
To: BOS-Supervisors
Subject: FW: Supporter of the Ban the Sale of lvory to California

From: Justine Juson [mailto:jsjuson@hotmail.com]

Sent: Monday, February 09, 2015 12:07 PM

To: Board of Supervisors (BOS)

Subject: Supporter of the Ban the Sale of Ivory to California

To the Board of Supervisors,

I am adding my voice to those other California residents who wish to see an end to the brutal slaying and
killing of our of our world's greatest treasures - the wild elephant. It is my understanding that California is one
of the largest importers of lvory from China and | join with those who urge our representatives in government
“to ban such import.

Thank you.

Justine Juson



———

From: Board of Supervisors (BOS)
To: BOS-Supervisors
Subject: FW: Vote to ban the sell of ivory!

From: Karin E [mailto:karin.eckersley@gmail.com]
Sent: Monday, February 09, 2015 11:07 PM

To: Board of Supervisors (BOS)

Subject: Vote to ban the sell of ivory!

~ Dear Supervisors,

[ urge you to please vote to prohibit the sale of ivory and rhino horns! This is an opportunity to make a real
stand to protect these wonderful creatures. Thank you!

Sincerely,

Karin Eckersley



From: Board of Supervisors (BOS)
To: BOS-Supervisors .
Subiject: FW: Support to pass AB96

From: Paroma Chakravarty [mailto:paroma.chakravarty@gmail.com]
Sent: Tuesday, February 10, 2015 3:45 PM

- To: Board of Supetrvisors (BOS)

Subject: Support to pass AB96

Respected Board of Supervisors,

I was alarmed to know that San Francisco has a booming supply of ivory for which innocent elephants get
killed every day. As a resident of the city and loyal taxpayer, I wholeheartedly support the resolution to pass
AB 96 which will ban the sale of ivory in California. Please consider this my official letter of support.

Regards

Paroma Chakravarty, PhD



From: Reports, Controller (CON)

Sent: Monday, February 09, 2015 1:20 PM

To: Calvillo, Angela (BOS); Gosiengfiao, Rachel (BOS); BOS-Supervisors; BOS-Legislative Aides;
Kawa, Steve (MYR); Leung, Sally (MYR); Howard, Kate (MYR); Seip, Emily (MYR); Falvey,
Christine (MYR); Tsang, Francis; Elliott, Jason (MYR); Steeves, Asja (CON); Campbell,
Severin (BUD); Newman, Debra (BUD); Rose, Harvey (BUD); sfdocs@sfpl.info;
gmetcalf @spur.org; bob@sfchamber.com; jballesteros@sanfrancisco.travel; Kelly, Jr, Harlan
(PUC); Hom, Nancy (PUC); Andersson, Christina M; Vizcarra, Marge (PUC); Gowan, Tami
(PUC); Batshoun, Diala (PUC); lagustin@sfwater.org; CON-EVERYONE

Subject: Issued: SFPUC: Follow-up of 2012 Assessment of the Community Assistance Program

The Office of the Controller’s City Services Auditor Division (CSA) today issued a memorandum on its
assessment of corrective actions that SFPUC has taken in response to CSA’s 2012 report on the
Community Assistance Program. The assessment found that, of the 28 recommendations contained in the
2012 report: '

¢ 25 have been fully implemented and are considered closed.

e 2 are deemed no longer applicable by CSA and are considered closed.

e 1is contested by SFPUC, which stated that it does not plan to implement the recommendation,
but, CSA now considers it closed because SFPUC has established a control that makes this
recommendation unnecessary. :

To view the full memorandum, please visit our Web site at:
http://openbook.sfaov.org/webreports/details3.aspx?id=1881

This is a send-only e-mail address.

For questions about the memorandum, please contact Director of City Audits Tonia Lediju at
tonia.lediju@sfgov.org or 415-554-5393 or the CSA Audits Unit at 415-554-7469.

Follow us on Twitter @SFController

)
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CITY AND COUNTY OF SAN FRANCISCO

OFFICE OF THE CONTROLLER Ben Rosenfield
Controller

Todd Rydstrom
Deputy Controller

MEMORANDUM

TO: Harlan L. Kelly, Jr., General Manager
San Francisco Public Utilities Commission

Commission President, Commissioners
San Francisco Public Utilities Commission

FROM: Tonia Lediju, Director of City Audits jt ‘
City Services Auditor Division / f’Kv,
DATE: February 9, 2015

SUBJECT: San Francisco Public Utilities Commission: Follow-up of 2012 Assessment of the
Community Assistance Program

EXECUTIVE SUMMARY

The Office of the Controller's City Services Auditor Division (CSA) issued a report in September
2012, The Community Assistance Program’s Significant Operational Weaknesses Make It
Susceptible to Customer Abuse. CSA has completed a field follow-up to determine the
corrective actions that the San Francisco Public Utilities Commission (SFPUC) has taken in
response to the report. The report contains 28 recommendations, of which:

e 25 have been fully implemented and are considered closed.

e 2 are deemed no longer applicable by CSA and are considered closed.

e 1is contested by SFPUC, which stated that it does not plan to implement the
recommendation, but CSA now considers it closed because SFPUC has established a
control that makes this recommendation unnecessary.

BACKGROUND, OBJECTIVE & METHODOLOGY
Background
The Charter of the City and County of San Francisco (City) provides CSA with broad authority to

conduct audits. CSA conducted the Community Assistance Program (CAP) assessment under
that authority.

440 ECA 70NN N LAl o 4 N Carban D RAndlai Dlana « Danm 1R « Qan Erannicnn MA QA1ND_ARGA FAY AAR_RRA_TARR



Page 2 of 10 '
Follow-up of 2012 Assessment of SFPUC’s Community Assistance Program
February 9, 2015

The city Charter requires SFPUC to consider low-income customers when establishing rates,
fees, and charges. It also requires SFPUC to develop and implement priority programs to
increase and monitor water conservation and efficiency. In July 2004 SFPUC initiated CAP,
which provided a 15 percent discount on sewer charges for qualifying low-income residential
single-family customers in San Francisco. In 2005 the discount on sewer charges was
increased to 35 percent, and in 2007 a 15 percent discount on water charges was added to the
program. The program’s discounts remain at these levels.

Objective

The objective of this follow-up was to determine whether SFPUC has taken the corrective
actions recommended in CSA’s September 4, 2012, report on CAP. Consistent with
Government Auditing Standards (2011 Revision), Section 7.05, promulgated by the United
States Government Accountability Office, the purposes of audit reports include facilitating
follow-up to determine whether appropriate corrective actions have been taken. CSA follows up
on its audits and assessments because their benefit is not in the findings reported or the
recommendations made, but in the implementation of actions to resolve the findings.

This field follow-up is a nonaudit service. Government Auditing Standards do not cover nonaudit
services, which are defined as professional services other than audits or attestation
engagements. Therefore, SFPUC is responsible for the substantive outcomes of the work
performed during this follow-up and is responsible to be in a position, in fact and appearance, to
make an informed judgment on the results of the nonaudit service.

Methodology

To conduct the field follow-up, CSA:
+ Obtained documentary evidence on CAP from SFPUC.
« Visited SFPUC’s Customer Services Bureau to observe corrective actions taken with
regard to CAP records in the Customer Care and Billing System.
« Verified the status of the recommendations that SFPUC had reported as implemented.
« Documented the results of the fieldwork.

RESULTS

SFPUC has established internal controls that have fulfilled the intent of the recommendations
made in CSA’s September 2012 report on CAP. These measures have eliminated the need for
SFPUC to monitor CAP accounts each billing period, as was required by some of the
assessment report’s recommendations. Since 2012 SFPUC has tightened the eligibility process
for CAP. SFPUC reports a 77 percent reduction in the number of existing CAP accounts and a
67 percent reduction in the annual amount of CAP discount granted.

Of the CAP report’s 28 recommendations:
« 25 have been implemented and are considered closed.
» 2 are deemed no longer applicable and are also considered closed.
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Follow-up of 2012 Assessment of SFPUC’s Community Assistance Program
February 9, 2015 .

« 1is contested by SFPUC, which does not plan to implement it. However, CSA now
considers that recommendation closed because SFPUC implemented a mitigating

control to address the finding.

The following table summarizes the status of the 28 recommendations.

EXHIBIT 1 Current Status of Recommendations in the 2012 Report, The Community
Assistance Program’s Significant Operational Weaknesses Make It Susceptible
to Customer Abuse

Recommendation Status Number: of Recommendations
Closed

CSA determined were implemented 25

CSA determined were no longer applicable 2

Contested and Closed
Department indicates it will not implement, as
otherwise addressed

Total Original Recommendations 28

Presented below is the status of each recommendation by its recommendation number in the
report.

CLOSED RECOMMENDATIONS

Recommendation 1 - Remove from CAP all accounts tested by the assessment that:
a. Did not respond to an income verification request.

b. Did not provide proof of income.
c. Submitted documentation showing they do not qualify.

The report stated that 41 (46 percent) of the 90 CAP accounts tested for income verification
were ineligible for the program. For this follow-up, CSA reviewed SFPUC's spreadsheet
detailing how each of the 41 accounts was resolved. Final resolution of the 41 accounts was
as follows:

27 were denied participation in CAP by SFPUC.

7 were closed; the customers closed their water and wastewater service accounts.
« 5 were approved for participation in CAP by SFPUC.

2 were cancelled; the customers cancelled their participation in CAP

Conclusion: Recommendation 1 has been implemented.
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Recommendation 2 — Recover the amount of the CAP discounts provided in 2011 to

vhouseholds that submitted documentation showing they do not qualify.

CSA verified that SFPUC recovered $15,610.35, the total amount due from customers
determined to be ineligible as a result of the income verification analysis performed during
the implementation of Recommendation 1.

Conclusion: Recommendation 2 has been implemented.

Recommendation 3 — Implement a verification process that requires new applicants
and existing CAP participants to verify income and household size to ensure that
program participants meet the program’s income and eligibility criteria. This process
' should require applicants and renewing participants to provide:
a. The names of all household members for identification purposes.
b. The most recent federal tax return as proof of income for the applicant or
renewing participant, and for each household member with income.
Proof of residence and lack of income for any household members listed as
having no income, but not listed as a dependent on a household member’s
federal tax return.

Based on the CAP Web site, CSA determined that SFPUC now has a revised verification
process for the program that requires applicants to provide all documentation suggested in
Recommendation 3, including:
+ Names of household members
» A federal income tax return _
» Proof of residence and lack of income for nondependent household members listed
as having no income.

Conclusion: Recommendation 3 has been implemented.

Recommendation 4 — Analyze CAP account data each billing period and identify

accounts with unusual water use for follow-up.

Documentation shows that SFPUC has designed a monthly report through which it can
determine customers’ annual water consumption to identify unusually high or low numbers of
gallons per person per day.

Conclusion: Recommendation 4 has been implemented.
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Recommendation 5 — Analyze CAP customer data each billing period for household

size and request verification of household members and household income for
existing program accounts exceeding a specified household size.

Documentation shows that SFPUC has designed a report that identifies all households with
ten or more occupants.

Conclusion: Recommendation 5 has been implemented.

Recommendation 7— Record household income reported to CAP in the Customer Care
and Billing system.

Using screen shots of customers’ records, CSA verified that SFPUC is now recording
customers’ household income in the Customer Care and Billing System.
Conclusion: Recommendation 7 has been implemented.

Recommendation 8 — Analyze CAP customer data each billing period for the
annualized amount of the water bill as a percentage of reported income and identify
unusual accounts for follow-up.

Documentation shows that SFPUC has designed a report that compares annual household
income with annualized billed amounts that exceed 5 percent of household income.

Conclusion: Recommendation 8 has been implemented.

Recommendation 9 — Analyze CAP customer data each billing period for different
service and mailing addresses and investigate discrepancies.

Documentation shows that SFPUC has designed a report that identifies accounts with
different service and mailing addresses.

Conclusion: Recommendation 9 has been implemented.

Recommendation 10 — Immediately require all 473 CAP accounts identified as having a
service address matching the listed home address of at least one city employee to

provide verification of household income and household size to demonstrate that their
household qualifies for CAP.

CSA verified that, in an effort to determine whether accounts qualify for CAP, SFPUC
obtained and analyzed documentation of household income and household size from
customers associated with the 473 accounts identified by CSA.

Conclusion: Recommendation 10 has been implemented.
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Recommendation 11 — Of the 473 accounts for which at least one city employee has a
listed home address matching the account service address, remove from CAP any
account that:

a. Does not respond to an income verification request.
b. Does not provide proof of household size and total household income.
c. Submits documentation showing the household does not qualify.

CSA verified that, based on an analysis SFPUC conducted of the 473 accounts, SFPUC
approved 91 accounts for CAP and deemed 382 ineligible for CAP. Of those 382, SFPUC
retroactively billed:

« 269 accounts whose documentation showed that the customers were ineligible for
CAP.
* 113 accounts for failure to respond to the request.

Conclusion: Recommendation 11 has been implemented.

Recommendation 12 — Recover the total amount of the CAP discount provided to any
of the 473 accounts where at least one city employee has a listed home address
“matching the account service address and that are removed from the program.

CSA verified that, from the 382 accounts deemed ineligible for CAP, SFPUC recovered
$238,553.54 for CAP discounts that should not have been granted. SFPUC has referred one
of these customer accounts, owing $564.86, to the City’s Bureau of Delinquent Revenue.

Conclusion: Recommendation 12 has been implemented.

Recommendation 13 — Work with the Department of Human Resources to pursue
disciplinary action against any city employee found to have fraudulently obtained CAP
discounts. '

CSA reviewed correspondence between SFPUC and Human Resources documenting that
this issue has been addressed.

Conclusion: Recommendation 13 has been implemented.

Recommendation 14 — Limit the total amount of discounts a CAP account can receive

each billing period or annually, but provide for exemptions if needed.

Conclusion: Recommendation 14 is no longer applicable. SFPUC partially concurred with
this recommendation and explained the new measures it has taken that now make it
unnecessary to limit the total number of discounts that a CAP account can receive. CSA
concurs with this determination. Therefore, CSA considers this recommendation closed.
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Recommendation 15 — Update its written policies and procedures on the CAP

application and renewal processes to reflect current practices.

CSA verified that SFPUC has updated its written policies and procedures for the processes
used to apply for CAP and renew as a CAP participant.

Conclusion: Recommendation 15 has been implemented.

Recommendation 16 — Ensure that employees follow the policies and procedures for

CAP application and renewal processes.

CSA reviewed sample results of the formal review and approval process for CAP
applications and renewals and found they reflect that employees followed proper policies and
procedures. ‘

Conclusion: Recommendation 16 has been implemented.

Recommendation 17 — Ensure that CAP participants renew their eligibility status every

two years and that participants who do not renew are removed from the program.

CSA determined that SFPUC subjected 1,500 CAP accounts to its new, more stringent
eligibility procedures and removed from CAP accounts not meeting the required criteria and
from whom no response was received.

Conclusion: Recommendation 17 has been implemented.

Recommendation 18 — Implement policies that require staff to retain or record

customer information provided on CAP application and renewal forms.

CSA determined that SFPUC has developed a well-organized recordkeeping system for
CAP. During a tour of the CAP records storage area, CSA observed that program
applications and renewal forms are now securely filed and are readily retrievable.

Conclusion: Recommendation 18 has been implemented.

Recommendation 19 — Conduct research to determine whether additional staffing is

needed to effectively administer and monitor CAP.

CSA determined that SFPUC has assighed four additional staff to CAP, which should help it
effectively administer and monitor the program.

Conclusion: Recommendation 19 has been implemented.
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Recommendation 20 - Develop and document policies and pi'ocedures for handling

accounts where a customer has violated CAP rules and guidelines.

CSA verified that SFPUC has developed and documented policies and procedures for
handling accounts where a customer has violated CAP rules and guidelines.

Conclusion: Recommendation 20 has been implemented.

Recommendation 21 — Update written policies and procedures so that proof of a
customer’s enroliment in another utility’s low-income discount program no longer
constitutes eligibility for CAP.

CSA obtained SFPUC’s updated written policies and procedures and determined that a
customer’s enroliment in another utility’s low-income discount program no longer constitutes
eligibility for CAP.

Conclusion: Recommendation 21 has been implemented.

Recommendation 22 — Ensure that household size information provided by CAP
applicants and renewing participants is updated properly in the Customer Care and
Billing system.

CSA observed that household size information is being documented in the Customer Care
and Billing system.

Conclusion: Recommendation 22 has been implemented.

Recommendation 23 — Require staff to update the last review date in the Customer
Care and Billing system when processing a CAP application or renewal regardless of
whether or not customer information has changed.

CSA observed that the date of last review is documented in the Customer Care and Billing
system,

Conclusion: Recommendation 23 has been implemented.

Recommendation 24 — Enhance the functionality of the Customer Care and Blllmg
system to allow for retaining a record of historical customer account data.

Conclusion: Recommendation 24 is no longer applicable because SFPUC has developed a
well-organized recordkeeping system for CAP. CSA observed that historical customer
account data is now filed in a secure area from which it is readily retrievable. Consequently,
the Customer Care and Billing system no longer needs to be enhanced for this purpose.
Therefore, recommendation 24 was not included in the field follow-up.




Page 9 of 10
Follow-up of 2012 Assessment of SFPUC’s Community Assistance Program
February 9, 2015

Recommendation 25 — Revise written policies to require that new applicants complete
the Water Wise Evaluation before receiving CAP discounts and require existing

participants to complete the evaluation within 60 days of receiving notice or face
removal from the program.

CSA verified that the updated policies and procedures require CAP applicants to participate
in a water wise evaluation within 90 days of receiving a notice.

Conclusion: Recommendation 25 has been implemented.

Recommendation 26 — Ensure that participants who no longer meet the CAP eligibility
criteria or do not follow all program rules are removed from the program.

CSA verified that the updated policies and procedures require SFPUC to remove ineligible
participants from CAP.

Conclusion: Recommendation 26 has been implemented.

Recommendation 27 — Revise CAP policies and procedures to require that the
Conservation Division report any potential abuse of the program that its staff
observes.

CSA verified that SFPUC has updated its written policies and procedures for CAP to require
that the Conservation Division report any potential abuse of the program that is observed
during onsite evaluations.

Conclusion: Recommendation 27 has been implemented.

Recommendation 28 — Explore cost-effective outreach methods for CAP tailored to

reach customers in low-income neighborhoods, including coordinating outreach
efforts with local community-based organizations.

SFPUC submitted documentation of various outreach efforts that it has conducted. CSA
determined that this documentation shows that SFPUC has taken the corrective actlons
needed to implement this recommendation.

Conclusion: Recommendation 28 has been implemented.
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CONTESTED AND CLOSED RECOMMENDATION

Recommendation 6 — Limit the maximum household income for CAP eligibility by

restricting the number of household members that count towards the maximum
allowable household income, unless special provisions or exemptions apply.

SFPUC has made a management decision to not implement this recommendation, because
they thought it is unnecessary. By implementing Recommendation 3 (see pg. 4, above),
SFPUC put a control in place to ensure that applicants could not achieve eligibility by
claiming more household members than actually live in the home. As such, SFPUC
addressed in primary risk underlying Recommendation 8. Further, implementing this
recommendation is not likely to disqualify any additional fraudulent applicants and may, in
fact, deny benefits to a household that needs them. CSA now agrees with SFPUC’s
reasoning in this regard.

Conclusion: CSA considers this recommendation closed.

SFPUC’s response is attached. CSA extends its appreciation to you and your staff who
assisted with this follow-up. If you have any questions or concerns, please contact me at
(415) 554-5393 or tonia.lediju@sfgov.org.

cc. SFPUC
Nancy Hom
Christina Andersson
Marge Vizcarra
Tami Gowan
Diala Batshoun
Lisa Agustin

Controller

Ben Rosenfield
Todd Rydstrom
Mark P. de la Rosa
Mark Tipton
Edvida Moore

Board of Supervisors
Budget Analyst

Citizens Audit Review Board
City Attorney

Civil Grand Jury

Mayor

Public Library
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ATTACHMENT: DEPARTMENT RESPONSE

525 Golden Gate Avenue, 13th Floor

San Francisco San Francisco, CA 04102

‘ } T 415.554.9155
Water F 415,564.3161
Services of the San Francisco Public Utllitfes Cominlsslon Ty 415,654.3488
January 24, 2015

Tonia Lediju, Audit Director

Office of the Controller, City Services Auditor Division
City Hall, Room 476

One Dr. Carlton B. Goodletl Pluce

San Francisco, CA 94102

Subject: SFPUC Acknowiedgement to CSA Field Follow-Up Audit of
SFPUC: The Communily Assistance Program’s Significant
Operational Weaknesses Make it Susceptible to Customer Abuse

Dear Ms. Lediju,

Thank you for providing us the opportunity to respond to your fickd follow-up audit
of your report, ‘The Community Assistance Program's Significant Operational
Weaknesses Make it Susceptible to Customer Abuse’, as prepared by the Controller’'s
Office, City Services Auditor.

We gladly acknowledge that all 28 recommendations are considered closed. We
thoroughly appreciate the time and energy spent by your staff to review the actions
and improvements within the Community Assistance Program. Our Customer
Services Bureau is pleased that the improved internal controls and monitoring has
resulted in significant gaing,

If you have any questions or need additional information, please do not hesitate to
conitact me at (415) 554-1600.

Sincercly,

Edwin M. Lee

D Mayot

e Ay Mollar Caen

Harlan L. Kefly, Jr~ Prezidan

General Manager

Frangesca Vietor
Yire Prasident

Vinge Conrtney

Commizsioner

ce:  Michael Carlin, Deputy General Manager A,‘::,""';(g:;‘":
Nancy L. Hom, Interimn AGM Business Services & Chief Financial Officor

' ' . Harlan L Kelly, Ji.
Marge Vizcarra, Director, Customer Services Bureau : General b{,axﬂw
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RECOMMENDATIONS AND RESPONSES

Recommendation

Most Recent Status per SFPUC

CSA Field Follow-up W

The San Francisco Public Utilities
Commission should:

1. Remove from the Community
Assistance Program accounts tested by
the assessment that:

a. Did not respond to an income
verification request.

b. Did not provide proof of income.

¢. Submifted documentation showing
they do not qualify.

Completed. Of the 41 accounts to which this

recommendation pertains, SFPUC has either
denied, canceled, or closed them. SFPUC
also retroactively billed for CAP discounts.
Customers holding four of the accounts
appealed and were subsequently approved.

CSA obtained and reviewed a
SFPUC’s spreadsheet detailin
of the 41 accounts was resolw
determined that, of the 41 acc

[¢]

@]
O
@}

27 were denied
7 were closed

5 were approved
2 were cancelled

2. Recover the amount of the Community
Assistance Program discounts provided
in 2011 to households that submitted
documentation showing they do not
qualify.

Completed. $14,790.12 (95 percent) of the
$15,610.35 was recovered. The remaining
$820.23 is going through a lien process.

CSA verified that SFPUC was
$15,610.35 (that is, the sum o
and $820.23).

CSA obtained from SFPUC a«
sheet showing that the $820.2
paid. CSA requested and rece
of reimbursement.
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Recommendation

Most Recent Status per SFPUC

CSA Field Follow-up W

. Implement a verification process that
requires new applicants and existing
Community Assistance Program
participants to verify income and
household size to ensure that program
participants meet the program’s income
and eligibility criteria. This process should
require applicants and renewing
participants to provide:

a. The names of all household members
for identification purposes.

b. The most recent federal tax return as
proof of income for the applicant or
renewing participant, and for each
household member with income.

¢. Proof of residence and lack of income
for any household members listed as
having no income, but not listed as a
dependent on a household member's
federal tax return.

Completed. The CAP application has been
updated and now requires the various types
of verifications recommended.

CSA determined from the CAF
that the program now has a re
verification process that requir
applicants to provide: ‘

o Names of household meml|
o Federal Income Tax Retun
o Proof of residence and lact

CSA obtained copies of sampl
supporting documentation thal
submitted to SFPUC and usec
eligibility.
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Recommendation

Most Recent Status per SFPUC

CSA Field Follow-up W

4. Analyze Community Assistance Program
account data each billing period, and
identify accounts with unusual water use
for follow-up.

SFPUC has instituted a number of internal
controls to address this and other issues
identified in the assessment report (see
recommendations 5, 8, and 9).

Using commonly accepted average usage
criteria, SFPUC calculates the amount of
water expected to be used by the number of
occupants stated on the customer’s
application to the actual billing data. This
enables SFPUC to identify accounts with
unusually high or low water consumption
(usage outside the range of 20-80 gallons
per person per day). Such customers are
noted for subsequent follow-up.

SFPUC has implemented more stringent
guidelines to qualify for CAP. SFPUC also
accelerated the two-year renewal process by

-requiring that the over 6,000 existing CAP

participants immediately apply for
requalification under the new guidelines. As
these requirements are part of both the initial
application process and SFPUC’s ongoing
internal control program, SFPUC expects
that its staff will readily be able to identify
CAP participants who no longer qualify for
the program.

SFPUC’s success in implementing CSA
recommendations is clearly evident in the 77
percent and 67 percent reductions in the
exiting CAP discount program account base
and the amount of annual CAP discount,
respectively.

+ Verified that SFPUC has analy

the CAP participants’ accounts
determine the high/low balance
used per person per day. SFPI
established the high and low p:
as 80 and 20 gallons per persc
respectively.

CSA determined that the vario
controls that SFPUC has imple
have fulfilled the intent of this

recommendation, as evidence
successful results achieved. Tl
measures have eliminated the
monitoring during each billing ¢
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Recommendation

Most Recent Status per SFPUC

CSA Field Foliow-up W

5. Analyze Community Assistance Program
data each billing period for household
size and request verification of household
members and household income for
existing program accounts exceeding a
specified household size.

SFPUC has instituted a number of internal
controls to address this and other issues
identified in the assessment report (see
recommendations 4, 8, and 9). Among these
are reports that track high residency counts.
The reports can potentially identify applicants
that are reporting incorrect occupancy or
income, as well as participants who no
longer qualify for the CAP discount because
of changes to their living situation since the
time of application.

SFPUC’s success in implementing CSA
recommendations is clearly evident in the 77
percent and 67 percent reductions in the
exiting CAP discount program account base
and the amount of annual CAP discount,
respectively.

» CSA obtained results of the an

SFPUC conducted in October .
August 2014. As a result of the
analyses, SFPUC developed a
report listing all households wit
more occupants.

CSA determined that the vario
controls that SFPUC has imple
have fulfilled the intent of this

recommendation, as evidence
successful results achieved. Tt
measures have eliminated the
monitoring during each billing ¢

6. Limit the maximum household income for
Community Assistance Program eligibility
by restricting the number of household
members that count towards the
maximum allowable household income,
unless special provisions or exemptions

apply.

Contested

SFPUC made a management ¢
to implement this recommenda
considering it unnecessary. By
implementing Recommendatio
instituted a control to ensure th
applicants could not become e
claiming more household mem
actually live in the home. Thus
addressed the primary risk unc
Recommendation 6. Further, ir
this recommendation is unlikel
disqualify any additional fraudt
applicants and may, in fact, de
to a household that needs ther
agrees with SFPUC’s reasonin
regard.

7. Record household income reported to the
Community Assistance Program in the
Customer Care and Billing system.

This data is now recorded for new and
recently audited CAP recipients. All other
accounts with CAP discounts will be updated
as they go through the renewal process.

CSA obtained screen shots of
records and verified that custol
household income is now being
in the Customer Care and Billir
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Recommendation

Most Recent Status per SFPUC

CSA Field Follow-up W

8. Analyze Community Assistance Program
customer data each billing period for the
annualized amount of the water bill as a
percentage of reported income, and
identify unusual accounts for follow-up.

SFPUC has instituted a number of internal
controls to address this and other issues
identified in the assessment report (see
recommendations 4, 5, and 9).

Among these is a monthly report that
compares annual household income with
annualized billed amounts that exceed 5
percent of household income. Effective
October 15, 2013, SFPUC began selecting
accounts in this category, and requiring the
participants to submit occupancy and income
verification.

SFPUC's success in implementing CSA
recommendations is clearly evident in the 77
percent and 67 percent reductions in the
exiting CAP account base and the amount of
annual CAP discount, respectively.

» CSA verified that SFPUC analy

customer data to determine wk
participants’ bill-to-income ratic
the acceptable range (not exce
percent threshold).

CSA determined that the variol
controls that SFPUC has imple
have fulfilled the intent of this

recommendation, as evidence(
successful results achieved. T!
measures have eliminated the
monitoring during each billing |

9. Analyze Community Assistance Program
customer data each billing period for
different service and mailing addresses
and investigate these discrepancies.

SFPUC has instituted a number of internal
controls to address this and other issues
identified in the assessment report (see
recommendations 4, 5, and 8).

Among these is a monthly report that
identifies customers whose mailing
addresses differ from their residential
addresses. This enables SFPUC to identify
accounts for subsequent follow up. Effective
October 15, 2013, SFPUC began selecting
accounts in this category and requiring the
participants to submit occupancy and income
verification.

SFPUC's success in implementing CSA
recommendations is clearly evident in the 77
percent and 67 percent reductions in the
exiting CAP account base and the amount of
annual CAP discount, respectively.

CSA verified that SFPUC cond
analysis, determined which CA
participants had mailing addres
differed from their service addr
required those participants to ¢
occupancy and income verifica

CSA determined that the variol
controls that SFPUC has imple
have fulfilled the intent of this

recommendation, as evidence(
successful results achieved. Tt
measures have eliminated the
monitoring during each billing ¢
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Recommendation

Most Recent Status per SFPUC

CSA Field Follow-up W

10. Immediately require all 473 Community
Assistance Program accounts identified
as having a service address matching
the listed home address of at least one
city employee provide verification of
household income and household size
to demonstrate that their household
qualifies for the Community Assistance
Program.

All 473 CAP accounts were reviewed and
audited. Customers were required to provide
proof of income and residence of household
members. This resulted in 86 customers
being confirmed as qualified to receive CAP
discounts and 386 being denied and
removed from the program.

« CSA obtained documentation f

showing that it required all 473
accounts identified in the audit
provide proof of income and pr
residence for each household |

11. Of the 473 accounts for which at least
one city employee has a listed home
address matching the account service
address, remove from CAP any account
that:

a. Does not respond to an income
verification request.

b. Does not provide proof of household
size and total household income.

¢. Submits documentation showing the
household does not qualify.

The 386 customers (see above) that either
did not meet CAP income guidelines or failed
to reply to the income/household verification
request were removed from CAP and were
retroactively billed for CAP discounts
received from January 2011 through
July/August 2012.

CSA obtained from SFPUC an
showing that SFPUC approvec
473 accounts and denied CAP
participation to 382 of the 473
being assessed. Of the 382 de
accounts:

o 269 accounts were denied b
documentation showed they
ineligible.

o 113 accounts were denied fc
respond to the request for pr
income and proof of residen:

12. Recover the total amount of the
_Community Assistance Program
discount provided to any of the 473
accounts where at least one city
employee has a listed home address
matching the account service address
that are removed from the program.

SFPUC collected $226,818.09.

SFPUC is collecting an additional
$13,045.03 through a delinquency process.

« SFPUC stated that it recovered

$238,553.54 from the 382 acco
should not have been granted (
discounts. CSA viewed check ¢
records of credit card payments
September 9, 2014, that show t
payments were recovered.

13. Work with the Department of Human
Resources to pursue disciplinary action
against any city employee found to have
fraudulently obtained Community
Assistance Program discounts.

CAP customers of record who are also city
employees who were deemed ineligible for
CAP were reported to Human Resources.
Upon review, Human Resources determined
that no further action would be taken.

CSA obtained and reviewed
correspondence between SFPL
documenting that this issue has
addressed.
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Recommendation

Most Recent Status per SFPUC

CSA Field Follow-up W

14.

Limit the total amount of discounts a

Community assistance Program account

can receive each billing period or
annually, but provide for exemptions if
needed.

SFPUC partially concurs with this
recommendation, but states that it is
unnecessary to limit the number of discounts
that a CAP account can receive. SFPUC
staff now must analyze per day water usage
to determine if it is consistent with SFPUC's
estimated average residential consumption
per person for the year.

SFPUC explained the new me
has taken that now make it un
to limit the total number of dis¢
CAP account can receive. CS;
with this determination.

15.

Update its written policies and
procedures on the Community
Assistance Program’s application and
renewal processes to reflect current
practices.

The written CAP policies and procedures
have been updated and include the revised
eligibility requirements, procedures for
recertification, denial of applicants, recovery
of ineligible discounts, and business-level
audit procedures.

CSA verified that SFPUC has
written policies and procedure
Community Assistance Progra
application and renewal proce
reflect current practices.

16.

Ensure that employees follow the
policies and procedures for application
and renewal processes for the
Community Assistance Program.

SFPUC managers have developed a
multilevel review and approval process in
which a principal water service clerk and/or
an employee above that level reviews and
approves all new and renewal CAP
applications. Staff assigned to CAP has been
retrained in the new policies and procedures.

CSA obtained sample results «
review and approval process f
applications/renewals.

By reviewing a series of e-mai
from the CAP manager, CSA ¢
that the staff meets periodicall
CAP policies and procedures.

17.

Ensure that Community Assistance
Program participants renew their
eligibility status every two years, and
that participants who do not renew are
removed from the program.

SFPUC mailed 1,500 letters to CAP
applicants requiring them to renew their
eligibility status. All non-respondents and
ineligible applicants were removed from the
program.

During a field visit to SFPUC’s
Service Center, CSA verified t
renewed the eligibility status o
participants using its new, mo
eligibility procedures, and that
did not respond, or who were
to be ineligible, were removed

CSA verified that SFPUC polic
that eligibility status of CAP pe
be renewed every two years.

According to the customer ser
operations manager, SFPUC |
CAP customers through the m
stringent recertification proces
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Recommendation

Most Recent Status per SFPUC

CSA Field Follow-up W

18. Implement policies that require staff to
retain or record customer information
provided on application and renewal
forms for the Community Assistance
Program.

Effective immediately, all CAP applications
and renewals will be scanned into the
Hummingbird system, and the document
image will be linked to the account in
Customer Care & Billing. The original
application or renewal will be filed and
retained on site.

Information on the number of occupants and
household income will be entered into
Customer Care & Billing as characteristics
on the account and service agreement,
respectively, and will be updated upon
renewal.

The customer services operati
manager told CSA that SFPU(
initially begun scanning and in
customers’ information (applic
renewal forms) into Hummingt
(SFPUC’s record retention sys
linking the PDF image of the it
to its Customer Care & Billing
However, the manager said Sl
deemed that process too labol
and instead opted to develop ¢
organized system in which the
documents are filed in a secur
which they can be readily retri

During a field visit to SFPUC’s
Service Center, CSA toured ai
the secured, restricted filing ar
able to find randomly selected
applications and renewal form
CSA deems the filing system t
adequate way in which to retai
customer records.

19. Conduct research to determine whether
additional staffing is necessary to
effectively administer and monitor the
Community assistance Program.

Completed. Four additional employees have
been reassigned to CAP,

CSA obtained documentation
SFPUC confirming that four ac
employees have been assigne

20. Develop and document policies and
procedures for handling accounts where
a customer has violated Community
Assistance Program rules and
guidelines.

Completed. The updated CAP policies and
procedures include more detailed
procedures for denial of initial CAP
applications and re-certifications and for the
recovery of CAP discounts fraudulently
received by customers.

CSA verified that SFPUC has
and documented policies and
for handling accounts where a
has violated a CAP rule or gui
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Recommendation

Most Recent Status per SFPUC

CSA Field Follow-up W

21. Update written policies and procedures
so that proof of a customer’s enrollment
in another utility’s low-income discount
program no longer constitutes eligibility
for the Community Assistance Program.

Completed. The CAP application and the
program details displayed on SFPUC’s Web
site have been updated and no longer
include any reference to automatic eligibility
based upon enroliment in Pacific Gas and
Electric Company’s Care program or
Recology’s Lifeline program.

CSA viewed the CAP Web site
confirmed that it does not refel
automatic eligibility for CAP bz
enroliment in PG&E's CARE p
Recology’s Lifeline program.

CSA obtained SFPUC’s updat
policies and procedures and d
that a customer’s enrollment ir
utility’s low-income discount pi
longer constitutes eligibility for

22. Ensure that household size information
provided Community Assistance
Program applicants and renewing
participants is updated properly in the
Customer Care and Billing system.

Completed. SFPUC staff now enters the
number of occupants by adding a new entry
in.Customer Care & Billing.

During a field visit to SFPUC,
the (online) Customer Care &
system and confirmed that it c
information on the number of ¢
a household.

23. Require staff to update the last review
date in the Customer Care and Billing
system when processing a Community
Assistance Program application or
renewal regardless of whether or not
customer information has changed.

Completed. SFPUC staff now enters the
CAP last review date.

During a field visit to SFPUC,
the Customer Care & Billing sy
confirmed that the last CAP re
recorded there.

24. Enhance the functionality of the
Customer Care and Billing system to
allow for retaining a record of historical
customer account data.

SFPUC does not concur with this
recommendation. See response to
Recommendation 22. No change is required.
Customer Care & Billing is configured to
allow multiple data elements with effective
dates to be entered on many characteristics
in the billing system. For instance, the “# of
Occupants” characteristic allows changes to
the data to be retained in the system with the
effective date of the change displayed.

CSA determined that this reco
is no longer applicable becaus
has developed a well-organize
recordkeeping system for CAF
observed that historical custor
data is now filed in a secure ai
which it is readily retrievable. -
SFPUC no longer needs to en
record retention capability of ti
Care & Billing system.
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Recommendation

Most Recent Status per SFPUC

CSA Field Follow-up W

25. Revise its written policies to require that
new applicants complete the Water
Wise Evaluation before receiving the
Community Assistance Program
discounts, and require existing
participants to complete the evaluation
within 60 days of receiving notice or
face removal from the program.

The policy was revised and implemented.
Effective September 2012, all applicants
must complete the Water Wise Evaluation
before receiving the CAP discount.

CSA verified that the updated
procedures include a requirerr
CAP applicants, within 90 day:
notified, to participate in a wat:
evaluation as a condition to re
CAP discount.

26. Ensure that participants who no longer
meet the Community Assistance
Program eligibility criteria or do not
follow all program rules are removed
from the program.

Completed. Any customers found to be
ineligible for CAP are notified and removed
from the program.

CSA verified that program poli
procedures require that CAP ¢
renew their eligibility every twc
that any customers found to bt
be notified by letter and remov
program.

According to the customer ser
operations manager, all CAP ¢
have undergone the recertifice
process.

27. Revise the written policies and
procedures to require that Conservation
Division report any potential abuse of
the Community Assistance program
observed during onsite evaluations to
the Customer Service Bureau for
investigation and resolution.

Completed. The Conservation team has
created a form that allows it to report any
potential abuse of the program observed
during onsite evaluations and forward such
information to the Customer Service Bureau
for further investigation. Customers are then
notified by mail.

CSA verified that the updated
procedures include a requirerr
water conservation team to rej
Customer Services Bureau an
or violation of program rules ol
during inspection.

28. Explore cost-effective outreach methods
for the Community Assistance Program
tailored to reach customers residing in
low-income neighborhoods, including
coordinating outreach efforts with local
community-based organizations.

Implemented. During fiscal year 2013-14
SFPUC conducted outreach efforts to over
340 neighborhood, small business and
common-profit organizations throughout the
City & County of San Francisco. The
outreach included traditional mailing s,
phone calls and emails. SFPUC also
conducted over 90 presentations throughout
the city, reaching customers of all types:
residential, commercial and industrial.
Several organizations also paced a short
news article in their newsletters that were
distributed to their membership.

CSA obtained from SFPUC

documentation of various outr
it has conducted. CSA determ
documentation verifies that SF
taken the corrective actions ne
implement this recommendatic
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From: ' Board of Supervisors (BOS)

To: BOS-Supervisors
Subject: FW: Ban fires on Ocean Beach - protect the health of our community

From: David [mailto:droma4@yahoo.com]
Sent: Monday, February 09, 2015 6:37 PM
To: Board of Supervisors (BOS)

Cc: aaron_roth@nps.gov; Lee, Mayor (MYR)
Subject: Ban fires on Ocean Beach - protect the health of our community

Dear Supervisors,

The evidence is in: fires at Ocean Beach are not environmentally sustainable and are often the site of drug
and alcohol abuse, assaults and dangerous litter. At a meeting sponsored by the National Park Service at the
Cliff House on February 5th, the results of months of monitoring of the Ocean Beach fire pits were presented
to the public. All the volunteer efforts and the dedicated time of the NPS have not been enough to keep the
beach clean and safe from the aftermath of the fires.

We are Writihg to ask you to support a complete ban on fires at Ocean Beach. With the limited resources we
have to take care of our parks and beaches, it’s not right to expend time and money on people who can’t clean
up after themselves and leave the beach in a dirty and dangerous condition. If there are funds available
please use them to enforce a ban on fires.

The fires at Ocean Beach are a health hazard for the entire beach front community. The smoke from the fires
is not confined to Golden Gate Park, it covers the outer Richmond and Sunset districts. There are many nights
when we can’t open the windows because the air is so smoky. We’ve had a record number of spare the air
days in 2014 and 2015. We can’t afford needless air pollution so that a small group of people can have fires
on the beach.

Thank you for your consideration of the above.

David Romano and Judy Pell
San Francisco




From: Board of Supervisors (BOS)
To: BOS-Supervisors
Subject: FW: Homeless in Portsmouth Square

From: John Cash [majlto:sendthecash@hotmail.com]

Sent: Monday, February 09, 2015 6:44 PM

To: letters@sfexaminer.com; Board of Supervisors (BOS); Lee, Mayor (MYR)
Subject: Homeless in Portsmouth Square

So ,the immigrants who gamble in Portsmouth Square feel like the homeless are cramping 