FILE NO. 150803

Petitions and Communications received from July 13, 2015, through July 20, 2015, for
reference by the President to Committee con3|denng related matters, or to be ordered
filed by the Clerk on July 28, 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 Department of Elections, submitting certification of the “Mission District Housing
Moratorium” initiative measure. Copy: Each Supervisor. (1)

From Department of Elections, submitting certification of the “Short-Term Residential
Rentals” initiative measure. Copy: Each Supervisor. (2)

From Civil Grand Jury, submitting copies of the following 2014-2015 reports: (3)
CleanPowerSF: At Long Last
San Francisco’s City Construction Program: It Needs Work
San Francisco Fire Department. What Does the Future Hold?
Unfinished Business: A Continuity Report on the 2011-12 Report, Déja Vu All Over
Again

From Mayor Lee, regarding Sheriff's Department communication policy with Federal
Immigration authorities, pertaining to the Sanctuary Ordinance. Copy: Each Supervisor.

(4)

From Mayor Lee, designating Supervisor Farrell as Acting-Mayor from July 18, 2015, to
July 25, 2015. Copy: Each Supervisor. (5)

From Mayor Lee, regarding appointment to the Commission on the Status of Women: (6)
Breanna Zwart - Term ending January 22, 2019

From Sunshine Ordinance Task Force, reporting notice of members excessive absences.
Copy: Each Supervisor. (7)

From Department of Public Health, submitting proposal for City Option Modernization and
creation of an Employee Wellness Fund. Copy: Each Supervisor. (8)

From Clerk of the Board, reporting that the following departments have submitted their
reports regarding Sole Source Contracts for FY2014-2015: (9)

311

Aduit Probation

Arts Commission

Assessor-Recorder

Building Inspection



Children and Families Commission

City Administrator

City Attorney

Controller

Department of Elections

Office of Economic and Workplace Development
Port of San Francisco

Municipal Transportation Agency

War Memorial and Performing Arts Center

From Clerk of the Board, reporting that the following individual has submitted a Form 700
Statement as of July 16, 2015: (10)
Yadegar, Daniel - Legislative Aide - Assuming Office

From Treasurer and Tax Collector, submitting Monthly Pooled Investment Report for
June 2015. Copy: Each Supervisor. (11)

From Planning Department, submitting notification of the Advanced Rainfall Prediction
Project receiving environmental review. (12)

From California Highway Patrol, submitting recent activities during May through June
2015. Copy: Each Supervisor. (13) :

From Pacific Gas and Electric Company, submitting Order Instituting Rulemaking. of
Public Utilities Code Sections 364 and 768.6. (14)

From Office of Economic and Workplace Development, regarding proposed
establishment of Greater Rincon Hill Community Benefit District. File Nos. 150592,
150686, 150761, and 150770. Copy: Each Supervisor. (15)

From SirkinLaw APC, regarding 158-162 Linda Street; Block No. 3597, Lot No. 49; 6-Unit
ECP Conversion. Copy: Each Supervisor. (16)

From Judith Robinson, regardlng rent-control proposal. File No. 150646. Copy: Each
Supervisor. (17)

From Sierra Club, regarding municipal solid waste disposal. File Nos. 150715 and
150765. Copy: Each Supervisor. (18)

From Pelosi Law Group, regarding 645 Texas Street appeal. File Nos. 150723, 150724,
and 150726. (19)

From various associations, regarding memorial for “comfort women.” File No. 150764. 4
letters. Copy: Each Supervisor. (20)



From Edward Naritomi, regardmg limiting rentals. File No. 150363. Copy: Each
Supervnsor (21)

From concerned citizens, regarding homelessness. 2 letters. Copy: Each Supervisor.
(22)

From concerned citizens, regarding San Francisco as a sanctuary city. 59 letters. Copy:
Each Supervisor. (23)



| Bos-u . coB, Leg Dep.
City and County of San Francisco BOS Leg.
‘ Department of Elections John Arntz, Director

HAND DELIVERED

July 14, 2015

- ANGELA CALVILLO, CLERK OF THE BOARD
1 Dr. Carlton B. Goodlett Place, Room 244

San Francisco, CA 94102

RE: CERTIFICATION OF THE “MISSION DISTRICT HOUSING MORATORIUM” INITIATIVE MEASURE .

Enclosed is a copy of the letter sent to the proponent of the \above named petition, certifying that the petition did contain
sufficient valid signatures to qualify for the next general, municipal, or statewide election occurring in the City and County of
San Francisco at any time after 90 days from the date of this certificate of sufficiency.

If you should have any questions or need additional information, please contact Erlisa Chung, Voter Services Division, at
(415) 554-4374.

Sincerely,

John Amtz
Director of Elections

By: __ C /
Erlisa Chung ' :
Voter Services Qvisién Supervisor

Encl. Copy of Certified letter to Proponent

Cc: Honorable Edwin Lee, Mayor
Dennis Herrera, City Attorney
John Amtz, Director of Elections

English (415) 554-4375 sfelections.org , HI3C (415) 554-4367
Fax (415) 554-7344 1 Dr. Carlton B. Goodlett Place : - Espafiol (415) 554-4366
TTY (415) 554-4386 City Hall, Room 48, San Francisco, CA 94102 Filipino (415) 554-4310



City and County of San Francisco
) Department of Elections John Arntz, Director

CERTIFIED MAIL: 7014 0510 0001 3535 3884

July 14, 2015

J. Scott Weaver
315 28t St,
San Francisco, CA 94131-2308

Re: CERTIFICATION FOR THE “MISSION DISTRICT HOUSING MORATORIUM” INITIATIVE MEASURE
Dear J. Scott Weaver,

As provided in California Elections Code, Chapter 2, Article 1, Section 9115 (a), a random sample of 500 signatures (of the
total 15,006 submitted) for the Mission District Housing Moratorium petition established that the number of valid
signatures of registered San Francisco voters was sufficient for the initiative to qualify for the next regularly scheduled
election.

Based on this statistical sampling, the total number of valid signatures submitted on this petition was determined to be
greater than the 9,711 signatures required for qualification. :

| hereby certify that the Mission District Housing Moratorium quélifies for the next general, municipal, or statewide
election in the City and County of San Francisco occurring at any time after 90 days from the date of this certification of
“sufficiency. '

If you should have any questions, please contact Erlisa Chung at (415) 554-4374.
Sincerely,

John Amntz
Director of Elections

K
By:
- Erlisa Chung
Voter Services Division‘pupervisor

cc. Honorable Edwin Lee, Mayor
John Amtz, Director of Elections
Angela Calvillo, Clerk of the Board
Dennis Herrera, City Attorney

English (415) 554-4375 - Sfelections.org FR3C (415) 554-4367
Fax (415) 554-7344 1 Dr. Carlton B. Goodlett Place Espafiol (415) 554-4366
TTY (415) 554-4386 City Hall, Room 48, San Francisco, CA-94102 Filipino (415) 554-4310



' City and County of San Francisco _
) Department of Elections John Arntz, Director

HAND DELIVERED

July 13, 2015

ANGELA CALVILLO, CLERK OF THE BOARD |
1 Dr. Carlton B. Goodlett Place, Room 244 ‘
San Francisco, CA 94102

RE: CERTIFICATION OF THE “SHORT-TERM RESIDENTIAL RENTALS” INITIATIVE MEASURE
Enclosed is a copy of the letter sent to the proponent of the above named petition, certifying that the petition did contain
sufficient valid signatures to qualify for the next general, municipal, or statewide election occurring in the City and County of
San Francisco at any time after 90 days from the date of this certificate of sufficiency.

If you should have any questions or need additional information, please contact Erlisa Chung, Voter Services Division, at
(415) 554-4374. '

Sincerely,

John Amtz
Director of Elections

. <

| Erlisa Chung Q
Voter Services Dildsign Supervisor

Encl. Copy of certified letter to proponent

Cc: Honorable Edwin Lee, Mayor
Dennis Herrera, City Attorney
John Amtz, Director of Elections

English (415) 554-4375 sfelections.org ‘ 3T (415) 554-4367
Fax (415) 554-7344 1 Dz. Catlton B. Goodlett Place Hspafiol (415) 554-4366
TTY (415) 554-4386 City Hall, Room 48, San Francisco, CA 94102 Filipino (415) 554-4310



City and County of San Francisco
) Department of Elections John Arntz, Director

CERTIFIED MAIL: 7014 0510 0001 3535 3907

July 13, 2015

Dale Carlson
8 7th Ave.
San Francisco, CA 94118-1205

RE: CERTIFICATION FOR THE “SHORT-TERM RESIDENTIAL RENTALS” INITIATIVE MEASURE

Dear Dale Carlson,

As provided in California Elections Code, Chapter 2, Article 1, Section 9115 (a), a random sample of 500 signatures (of the
total 15,934 submitted) for the Short-Term Residential Rentals petition established that the number of valid signatures of

registered San Francisco voters was sufficient for the initiative to qualify for the next regularly scheduled election.

Based on this statistibal sampling, the total number of valid signatures submitted on this petitibn was determined to be
greater than the 9,711 signatures required for qualification. '

| hereby certify that the Short-Term Residential Rentals petition qualifies for the next general, municipal, or statewide
election in the City and County of San Francisco occurring at any time after 90 days from the date of this certification of
sufficiency. ‘

If you should have any questions, please contact Erlisa Chung at (415) 554-4374.
Sincerely, |

John Amtz
Director of Elections

By: < /
Erlisa Chung
~ Voter Serviq

Djvision Supervisor

cc: Honorable Edwin Lee, Mayor
John Amtz, Director of Elections
Angela Calvillo, Clerk of the Board
Dennis Herrera, City Attorney

English (415) 554-4375 sfelections.org H13T (415) 554-4367
Fax (415) 554-7344 1 Dr. Carlton B. Goodlett Place Espafiol (415) 554-4366
TTY (415) 554-4386 City Hall, Room 48, San Francisco, CA 94102 Filipino (415) 554-4310



640 C/f/[, C&ﬁ

CITY AND COUNTY OF SAN FRANCISCO
CIVIL. GRAND JURY. . . ERAE

July 13, 2015

San Francisco Board of Supervisors
Angela Calvillo, Clerk of the Board

1 Dr. Carlton B. Goodlett Place

City Hall, Room 244

San Francisco, CA 94102-4689

Dear Ms. Calvillo,

The 2014 — 2015 Civil Grand Jury will release its report entitled, “CleanPowerSF At Long
Last” to the public on Thursday, July 16, 2015. Enclosed is an advance copy of this
report. Please note that by order of the Presiding Judge of the Superior Court, Hon. John
K. Stewart, this report is to be kept confidential until the date of release (July 16™).

California Penal Code §933 (c) requires a response to be submitted to the Presiding
Judge within 90 days. California Penal Code §933.5 states that for each finding in the -
report, the responding person or entity shall indicate one of the following: (1) agree with
the finding; or (2) disagree with it, wholly or partially, and explain why.

-Further, as to each recommendation, the Board’s response must either indicate:

1) That the recommendation has been implemented, with a summary of how it was
implemented;

2) That the recommendation has not been, but will be, implemented in the future, with a
timeframe for implementation;

3) That the recommendation requires further analysis, with an explanation of the scope
of that analysis and a timeframe for discussion, not more than six months from the
release of the report; or

4) That the recommendation will not be implemented because it is not warranted or
reasonable, with an explanation.

Please provide the Board’s response to Presiding Judge Stewart at the following
address:

400 McAllister Street, Room 008
San Francisco, CA 94102-4512

o —
Philip Reed, Foreperson Pro Tem

San Francisco Civil Grand Jury, 2014 - 2015

City Hall, Room 482
1 Dr Carlton B Goodlett Pl, San Francisco, CA 94102
Phone: 415-554-6630




CleanPowerSF

At Long Last

June 2015

ity and County of San Francisco
ivil Grand Jury, 2014-2015




Members of the Civil Grand Jury
Janice Pettey, Foreperson
Philip Reed, Foreperson Pro Tem

Anne M. Turner, Recording Secretary

Morris Bobrow
Leonard Brawn
Daniel Chesir
Matthew Cohen
Jerry Dratler
Herbert Felsenfeld
Allegra Fortunati
Mildred Lee
Marion McGovern
Fred A. Rodriguez
Gary Thackeray
Jack Twomey

Ellen Zhou

CleanPowerSF: At Long Last



THE CIVIL GRAND JURY

The Civil Grand Jury is a government oversight panel of volunteers who serve for one year. It makes
findings and recommendations resulting from its investigations.

Reports of the Civil Grand Jury do not identify individuals by name.
Disclosure of information about individuals interviewed by the jury is prohibited.

California Penal.Code, section 929

STATE LAW REQUIREMENT
California Penal Code, section 933.05

Each published report includes a list of those public entities that are required to respond to the
Presiding Judge of the Superior Court within 60 to 90 days, as specified.

A copy must be sent to the Board of Supervisors. All responses are made available to the public.
For each finding the response must:

1) agree with the finding, or
2) disagree with it, wholly or partially, and explain why.

As to each recommendation the responding party must report that:

1) the recommendation has been implemented, with a summary explanation; or

2) the recommendation has not been implemented but will be within a set timeframe as
provided; or

3) therecommendation requires further analysis. The officer or agency head must define
what additional study is needed. The Grand Jury expects a progress report within six
months; or

4) the recommendation will not be implemented because it is not warranted or reasonable,

with an explanation.

CleanPowerSF: AtLong Last 3
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Summary

San Francisco has spent more than a decade trying to implement a Community
Choice Aggregation (CCA) program known locally as “CleanPowerSF” that would sell
renewable or “green” power to residents and businesses. Implementation, however,
has moved forward at a glacial pace.

The Civil Grand Jury has studied the challenges that led to the delay and finds that
they are primarily political. Stakeholders disagreed over how to define “green”
power and where to acquire it, whether it could be provided at rates that all could
afford, and the extent to which the program would provide jobs in the local
community. '

While we are glad to report that rollout of CleanPowerSF is scheduled to occur
within the next twelve months, some of those disagreements still exist and could
cause further delay. In this report we identify these challenges and suggest ways to
overcome them. '

~ We first compare CleanPowerSF with CCAs in two neighboring counties, and find
that CleanPowerSF will be a much smaller program than those others at rollout,
which will reduce its risk and provide much potential for growth. By the same token
CleanPowerSF will need to grow quickly to keep pace with the City’s ambitious goals
for reduction of greenhouse gas emissions, which have been established by law.

As a cost-cutting measure both neighboring CCAs use an accounting mechanism
known as “unbundled” Renewable Energy Credits (RECs) to provide some of their
green power. Critics oppose this on the ground that such power is not really “green.”
We look at this controversy, and conclude that there is no compelling reason why
CleanPowerSF should not use unbundled RECs, if necessary, to support the growth
of its enterprise.

With regard to job creation, we find that this was not a core element of the program
as originally constituted, and while it is a laudable goal, CleanPowerSF will have a
relatively small impact on local employment for reasons both legal and practical. By
law, a CCA takes no part in distributing the power that it sells, which is the most
labor-intensive part of the business. That task is retained by the preexisting electric
utility - in this case, Pacific Gas and Electric Company. And as a practical matter,
based on the City’s geography, most of its energy needs must be satisfied from out-
of-town sources. While green sources are plentiful and their numbers are growing,
most are located far outside the City limits, and so, therefore, will be most of the jobs
that they create.

That is not to say that CleanPowerSF cannot create local jobs. It can, particularly
those associated with installing and maintaining rooftop solar generation systems.
For that reason, we consider another City program known as GoSolarSF, which
provides financial assistance to property owners who install such systems, and find

CleanPowerSF: At Long Last 5



that CleanPowerSF and GoSolarSF are complementary in nature and can help each
other.

Finally, we make several recommendations - most notably, that CleanPowerSF be
designed, first and foremost, to be financially viable and to grow quickly without
undue risk; that its other policy goals be subordinated to those needs; and that local
officials, including the Mayor, put the full weight of their offices behind the success
of the program.

Background

Community Choice Aggregation (CCA) is an idea adopted by a number of states that
allows local governments to aggregate (i.e. gather) the buying power of local
customers to secure alternative energy supply contracts and/or a better price for
power. In power-industry parlance, “aggregation” means combining the “loads” (i.e.
demand for electric power) of multiple customers.

California first adopted the CCA system in 2002, under a law popularly known as AB
117.1 In 2004 the Board of Supervisors passed an ordinance establishing such a
program in San Francisco.? For the next three years various city agencies and
outside advocacy groups debated the program design. In June 2007 the Board of
Supervisors adopted a draft implementation plan and assigned SFPUC to manage
the program.3 More than two years later, in November 2009 SFPUC issued its first
Request for Proposals (RFP) seeking an outside contractor to provide power and
other services for the system.* A potential contractor was selected and negotiations
ensued, but were unsuccessful.

In August 2010 SFPUC issued a second RFP, again seeking an electricity supplier for
the program. No bidders met the minimum qualifications and further delays ensued.
After two more years a draft contract was negotiated with Shell Energy North
America (SENA), and in September 2012, the Board of Supervisors authorized the
General Manager of SFPUC to sign it provided certain conditions were met.5 In
August 2013 SFPUC declined to approve a rate structure for the program, which
effectively nullified the contract and sent the CCA process “back to the drawing
board.”® Mayor Edwin M. Lee concurred in this decision.

Another two years of work ensued both at SFPUC and the Local Agency Formation
Commission (LAFCO). Consultants were hired and reports issued, and in early 2015
-nearly 11 years after a CCA was first authorized - yet another type of program was
suggested. At a joint meeting of SFPUC and LAFCO on January 30, 2015, SFPUC
instructed its staff to design a new program along the lines suggested by the
consultant. Mayor Lee supported this action, provided the new design met certain
criteria that he set out. On February 24, 2015, SFPUC approved a timeline to
complete the design and implement the new program, which is projected to begin
serving customers in 2016.

CleanPowerSF: At Long Last 6



Methodology

Members of the Jury conducted legal research using materials from the Government
Information Center of the San Francisco Public Library and the online compilation of
local ordinances provided by the Board of Supervisors. We also relied on reports
and other materials provided online by various sources including the San Francisco
Public Utilities Commission (SFPUC), the San Francisco Department of the
Environment (DOE), San Francisco’s Local Agency Formation Commission (LAFCO),
Marin Clean Energy (MCE), Sonoma Clean Power (SCP), International Brotherhood
of Electrical Workers (IBEW) Local 1245, and Pacific Gas and Electric Company
(PG&E). We interviewed members and staff of these same entities, others with
expertise in the power industry, and past and current City officers and employees.
We also attended SFPUC and LAFCO public meetings. Additionally, we reviewed the
documents and statistics provided to us by those entities and interviewees.

Discussion

The Civil Grand Jury decided to investigate San Francisco’s CleanPowerSF for two
reasons:

* because we wondered why the program has taken an extremely long time to
develop, and :

* because even though by February 2015 CleanPowerSF seemed to be on its
way to rollout, we questioned whether some of the issues that had caused
delay might reassert themselves and further delay implementation.

We discovered that political pressures were interfering with SFPUC’s ability to stick
to its first priority—development of a financially viable program serving as many
San Franciscans as possible with affordable clean power. Members of the Board of
Supervisors and the Mayor publicly expressed disapproval of contracting with SENA,
a large fossil fuel company, to provide green energy. Mayor Lee also criticized the
program for lacking specific job creation plans, and questioned whether it would be
an economic burden on lower-income San Franciscans. The International
Brotherhood of Electrical Workers (IBEW) Local 1245, which represents many
PG&E workers, shared the worry about job creation. Environmentalists such as the
Sierra Club, the San Francisco Green Party, 350.org and others were outspoken in
their support for CleanPowerSF, but many saw the program as simply a stepping-
stone to an eventual takeover of PG&E’s electric utility in San Francisco by a
municipally owned utility. There was also controversy about the definition of
“green” energy, where it would be obtained, and how much of it CleanPowerSF
could afford to provide to its customers and still offer competitive rates.

The purpose of our report is to examine these controversies and suggest a
resolution for each one. '

CleanPowerSF: At Long Last 7



Will CleanPowerSF Be Financially Viable?

CCAs represent a legislative innovation. They balance the desire of cities for local
independence from investor-owned utilities (I0Us), hoping to find cheaper power
for their residents, with the IOUs’ desire to continue to make money. The local CCA
agency is only allowed to purchase power. Distribution of that power must remain
in the hands of the local IOU if there is one. So itis that San Francisco’s CCA
program will buy power on the open market, and the local 10U, PG&E, will continue
to distribute it. CleanPowerSF is basically an energy procurement program, not a
distribution one.

One key feature of CCAs, as implemented in California, is that when a CCA is
launched all electric customers within its service area automatically become
customers of the CCA unless they “opt out” of the program. If a customer opts out,
that customer has the right to continue to be served by the existing I0U.7 This
feature virtually guarantees the CCA a substantial customer base at launch, which
contributes greatly to the program’s financial stability. However it also provides an
incentive for the CCA to keep its rates competitive with those of the existing IOU, to
avoid “opt outs.”

San Francisco has established ambitious goals for reducing its greenhouse gas
emissions! that cannot be met unless local residents and businesses shift from using
power generated by conventional sources to so-called “clean” power.8 Accordingly,
the purpose of CleanPowerSF is not only to sell power cheaply, but also to sell
power that is “cleaner” or “greener” than the power provided by PG&E.°

“Clean power,” “green power,” or “renewable power” (the terms are
interchangeable in this report) means electricity that is generated in a way that does
not pollute the atmosphere or increase the emission of greenhouse gases. Clean
power is renewable: the sources, such as the sun, wind, or water, are constantly
replenished and for all practical purposes, will never run out. Energy generated by
fossil fuels pollutes, contributes to climate change, and is non-renewable: oil
pumped up from underground or coal dug from a mine, are finite. Their sources will
eventually expire. See the Appendix to this report, and the documents cited therein,
for a fuller description of renewable energy sources.

San Francisco will be buying clean power on the open market for its CCA program.
The sellers can be producers, such as a water district that has more power than it

 Pursuant to the San Francisco Environment Code, Chapter 9 (“Greenhouse Gas Goals and
Departmental Climate Action Plans”) the City is committed to reducing greenhouse gas emissions:
20% below 1990 levels by the end of 2012, 25% below 1990 levels by the end of 2017,40% below
1990 levels by the end of 2025, and 80% below 1990 levels by the end of 2050.
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needs, and therefore elects to sell the excess. There are also nonprofit and profit-
oriented vendors, who have jumped into the renewable energy market to meet
growing demand and are hoping to make money doing so.

At present, clean power from these sources costs more than conventional power.
While a CCA enjoys various tax and other financial advantages that make it
somewhat cheaper to run than an 10U, CleanPowerSF still faces a challenge, in that
it seeks to provide an inherently costlier product - green energy - at rates that are
competitive with those charged by PG&E for a less “green” product.i

As recently as 2013, CleanPowerSF planned to provide 100% renewable energy to
all San Franciscans. Due to the cost differential just noted, this would have required
CleanPowerSF to charge its customers more than the rates charged by PG&E. This
led to an outcry. Mayor Lee and others expressed concern that under the “opt out”
provision of CCA law some low-income customers would be automatically enrolled
in the program, inadvertently fail to “opt out”, and find themselves paying more for
electricity than they had been paying to PG&E.

For that reason and others, SFPUC rejected the 2013 program design and has since
adopted an approach modeled on successful CCA programs in Marin and Sonoma
Counties, that provides a mix of renewables and conventional power at rates that
are expected to be lower than, or equal to those charged by PG&E for comparable
products. These programs will be discussed below, comparing and contrasting
them with the current plan for CleanPowerSF.

First, however, we must address a threshold issue. Also in 2013, CleanPowerSF
proposed to use an accounting mechanism known as “unbundled” renewable energy
credits (“RECs”) to reduce its cost of acquiring green energy. Mayor Lee, the City’s
Commission on the Environment and members of the labor movement objected that
unbundled RECs are not green energy, and using them in this way was misleading.
Insofar as unbundled RECs figure in the program designs discussed below, we will
begin by addressing this question.

Is an Unbundled REC Really Green?

Electricity is the same whatever its source. Whether created by wind, sun, fossil fuel
or nuclear fission, the product is the same: a flow of electrons. The only way that a
user of electricity can be sure of its origin is to connect directly to the source.

it PG&E is required by law to include some green power in its product mix. Under California’s
Renewables Portfolio Standard (“RPS”) program, all I0Us, electric service providers, and CCAs must
increase procurement from eligible renewable energy resources to 33% of total procurement by
2020. For 2015, PG&E's RPS target is 23.3% of retail sales. See
http://www.cpuc.ca.gov/PUC/energy/Renewables/hot/33RPSProcurementRules.htm
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Few have this luxury. Most of us receive our electricity through the “grid” — that s,
a shared transmission system that gathers electrons from many sources, mixes and
transmits them over major trunk lines, then distributes this mixture to individual
users. There is no way to know that electrons transmitted in this way come from
any particular source. When power enters the grid from a green source it mixes
with power derived from all other sources, many of which are not green. What
reaches the user is this mixture. Thus, until all sources are green, there is no way to
receive power over the grid that is identifiable as coming from a green source.

Yet some customers need to do just that. California requires electrical utilities to
provide their customers with a certain percentage of power from green sources.!! If
utilities cannot connect directly to a green source, then they must buy green power
that is transmitted over the grid. To allow these transactions to occur, government
and the power industry have devised an accounting process that tracks green power
at the point of production.

In its purest form the process is rather simple. When one unit of green power is
produced, it is assigned one Renewable Energy Credit, or REC. The green producer
sells that power and its associated REC to the buyer - we’ll call him “Smith”. The
producer places one unit of power on the grid, and Smith withdraws one unit of
power from the grid. Itis mixed power at that point, because of the transmission
system described above. However, Smith may count it as entirely green because he
owns the associated REC. In this transaction, the REC is said to be “bundled”
because it is sold with the underlying power.!?

California also recognizes “unbundled” REC transactions, which take place as
follows. One unit of green power is produced, and is assigned one REC. However, in
this instance Smith buys only the power; Smith does not buy the associated REC.
The green producer places one unit of power on the grid, and Smith withdraws one
unit of mixed power at the destination, just as before. However, Smith may not
count it as green because he doesn’t own the associated REC. Meanwhile, the
producer has sold that REC — but no power — to Smith’s neighbor, whom we’ll call
“Jones”. Jones may then buy one unit of conventional power from any source; have
that unit placed on the grid; withdraw one unit of mixed power at the destination,
and she may count that unit as green because she owns one REC.13

In both examples, one REC certifies that:

* one unit of power was generated by a green source; and

* someone, somewhere, bought and consumed that power, instead of one unit
of power from a conventional source.

When a customer buys a REC — bundled or unbundled — he/she buys the
assurance that one such substitution occurred; that one unit of green power
replaced one of conventional power. It may be someone else, somewhere else, that
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bought that green power, but the system as a whole is one unit greener for each
REC.1#

Critics in the environmental movement and organized labor argue that unbundled
RECs are deceptive. One writes that they “paper over the fact that the [retail energy
provider] is not delivering truly green power... just conventional power they call
green by buying the credits.”15

As explained above, no retailer that uses the transmission grid is “delivering truly
green power” to its customers. The power received is a mix from all sources. The
question remains: should a retail energy provider be allowed to buy power from
conventional sources, and count it as green by buying unbundled RECs? The
answer to this question varies according to the goals of the provider.

If the goal is to reduce greenhouse gas in the Earth’s atmosphere as a whole, then
unbundled RECs are an appropriate tool. As long as green power is replacing
conventional power the system as a whole is greener, even though the power and its
associated RECs are bought by different entities. For the same reason, if the goal is
to reduce air pollution nationwide, or worldwide, then unbundled RECs are
appropriate.

If the provider is in California, and the goal is to reduce local air pollution, then the
benefits of using unbundled RECs are less clear. This is because at present most
unbundled RECs originate outside California. For example, Marin Clean Energy
(MCE) buys unbundled RECs from a cooperative of family farms near Mount Hood,
Oregon that generates power from a small hydroelectric project and uses it to '
irrigate their orchards.’6 This replaces conventional power these farms would
otherwise buy elsewhere, and since they have no need to count it as green, the
cooperative sells the associated RECs to MCE. MCE then buys conventional power
and uses these unbundled RECs to count it as green. Green power has replaced
conventional power in Oregon, but this does little or nothing to reduce air pollution
in Marin County, California — at least in the short term.

In the long term, however, it may do just that. Ultimately air pollution is not a local
problem. Pollutants travel long distances and degrade air quality far from their
source. Coal-fired power plants in China cause increased ozone levels in
California.l” Contributing to a global solution of this problem will eventually yield
local benefits in Marin County and elsewhere.

In short, the use of unbundled RECs results in environmental benefit to the planet as
a whole, and also to the local community.

Some of the most strident objections to the use of unbundled RECs have come from
labor unions and others concerned about their impact on the local economy, or lack
thereof. They argue that if the goal of a clean energy program is to create local jobs,
or to stimulate the local economy, then unbundled RECs may be less appropriate
than bundled power — again, because unbundled RECs usually represent power
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generated at a distance that may not have any economic impact on the area where
the retailer is located. Critics also argue that the sale of unbundled RECs does little
to stimulate development of new sources of green power, because their price is too
low to encourage development of new green sources.!8

Others argue that while all of this is true, it is somewhat shortsighted. Using
unbundled RECs to provide green power is indeed much cheaper than using
bundled renewables. As Marin Clean Energy has demonstrated, this can help a
newly formed CCA keep its rates competitive with those of the incumbent electric
utility at the outset, when high start-up costs might otherwise put the CCA ata
disadvantage. This, in turn, helps the CCA retain customers who would opt out if its
rates were too high.

Unbundled RECs also allow clean power CCAs to begin operation before local
sources of green power exist. This creates demand for green power, which acts as
an incentive for private investment in new local sources. In some cases the new CCA
itself may wish to build or buy these new sources, but will have difficulty borrowing
money for this purpose until its customer base and revenue stream are established.
Unbundled RECs offer an inexpensive way to deliver some of the env1ronmental
advantages of green power, while waiting for this to occur.

In this way, unbundled RECs can serve as a bridge to development of new local
sources of green power, and the jobs and other economic benefits that such sources
produce. :

How Does CleanPowerSF Compare with Other Bay Area CCAs?

While it has spent over eleven years debating a design for CleanPowerSF, San
Francisco watched two neighboring communities plan and launch successful CCAs
that are now far larger than CleanPowerSF as currently proposed. A comparison of
these three programs is instructive.i

Program Launch, Coverage

Marin Clean Energy (MCE) was the first CCA in California. Founded in 2008, it began
serving customers in 2010. At firstit served just 8,000 accounts, all in Marin County.
By late 2014 it served approximately 125,000 customers, with an additional 25,000
expected from an expansion of its service area that is now underway. It now serves

iii Unless otherwise noted, the statistics and data in this section are taken from three sources: “MCE
Integrated Resource Plan Annual Update,” November 2014; “Sonoma Clean Power 2014-2018
Resource Plan, Draft Version V0.4”; and the program design for CleanPowerSF that was presented to
SFPUC at its meetings on April 14, 2015 and May 12, 2015.
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customers in four different counties including Marin, Napa, Solano and Contra Costa.
Its total retail sales for 2015 are projected to be 1,595 gigawatt-hours (GWh).¥

Sonoma Clean Power (SCP) is a relative newcomer. Serious planning got underway
in 2011, and in May 2014 it began a phased rollout of its service. By mid-2015 that
rollout will be complete, and it will offer service to all electric customers in Sonoma
County except those in Healdsburg, which has its own municipal utility. Its average
annual sales at that point are projected to be approximately 2,300 GWh.

When CleanPowerSF is launched in early 2016 it plans to serve an average customer
load of no more than 30 MW. Over the course of a year, this would result in annual
sales of just over 260 GWh. If the program is successful and its governing bodies
allow it to expand, that figure will grow. However, at the outset CleanPowerSF will
be roughly 1/8 the size of MCE and 1/10 the size of SCP, based on annual sales.

Product Offerings

Like CleanPowerSF, MCE and SCP provide a “default” product to all who do not opt-
out of the CCA, and a “premium” product to those who wish to “opt up” to a higher
percentage of renewables at higher cost. MCE’s default product at first contained
25% renewable energy, and has since increased to 50%. SCP’s default product
consists of 33% renewable energy. CleanPowerSF’s default product is targeted to
provide from 33% to 50% renewable energy, depending on the cost of these
resources, the exact percentage to be determined later this year.

All three systems offer a premium product that is 100% renewable energy.
However, in the case of MCE, fewer than 2% of its customers have “opted up” to this
product. While itis hoped that this percentage will rise to 5% over the next few
years due to increased marketing, the premium product remains a very small part of
MCE’s product mix.

Dependence on unbundled RECs varies. In 2010 almost all of MCE'’s renewable
energy derived from unbundled RECs generated outside California. Today
unbundled RECs represent about half of its renewable energy. SCP’s default product
uses unbundled RECs for approximately 10% of its renewable energy (3% of total
power), while its premium product uses no unbundled RECs. CleanPowerSF plans

v In this context, the watt (W) is a unit of measurement that describes the rate at which power is
produced. One kilowatt (kW) means one thousand watts; a megawatt (MW) one million watts; a
gigawatt (GW) one billion watts. All are used to describe the capacity of a power source: how much
power it can produce in a given instant. A watt-hour (Wh) describes the volume of power that is
produced over time. One watt-hour (Wh) means the amount of power produced by a one-watt source
over a period of one hour. A gigawatt-hour (GWh) means the amount of power produced by a
billion-watt source over a period of one hour. All are used to describe the cumulative output of a
system: how much power it has produced over time.
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to use only bundled renewables produced in California for both its products. It
does not plan to use unbundled RECs.

Rates

Atlaunch in 2010, MCE charged rates comparable to those charged by PG&E for its
standard product. Since then its rates have sometimes been slightly higher, and
sometimes lower than those of PG&E. Today it charges approximately 3% less than
PG&E.

SCP’s default product is designed to sell below the rate charged by PG&E to similar
customers. The premium product sells at a rate that is about 20% more than the
default product. As of March 2015, this resulted in total monthly bills for default
customers that were 5% to 15% lower than those received by comparable
customers of PG&E, while the premium product produced a bill that was 1% to 17%
higher than PG&E.1°

Under CleanPowerSF the default product is intended to sell at rates comparable to
those charged by PG&E for its basic product. The premium product’s price will be
equivalent to PG&E’s 100% renewable product that is expected to be available in
late 2015 through the company’s Green Tariff Shared Renewables Program.20

Power Acquisition

At launch MCE obtained its energy exclusively through SENA, the same private
concern that CleanPowerSF once contemplated hiring for the same purpose. MCE
has since signed contracts with other suppliers, and SENA’S contribution has
diminished, although SENA still supplies 69% of MCE energy. Its contract with
SENA expires in 2017, and thereafter MCE intends to buy energy directly rather
than through an intermediary. Likewise, SCP has contracted with an energy
provider known as Constellation Energy Group (a subsidiary of Exelon Corporation)
to provide a majority of its energy. It also buys some energy directly from
producers.

By contrast, CleanPowerSF plans to forego using an outside provider and buy all of
its power directly, either from SFPUC or on the open market. It can do so because
SFPUC, which administers the program, has long performed this function as part of
its municipal power enterprise, and can do so for CleanPowerSF as well.

Power Sources

Sonoma’s default product currently uses approximately 15% geothermal energy,
9% biomass and biowaste energy, and 9% wind energy, for a total of 33%
renewable energy. Its premium product uses 100% geothermal energy. Marin’s
overall product mix currently includes approximately 32% wind, 12%
biomass/landfill gas, 5% solar, 3% geothermal and 1% small hydro energy, for a
total of 51% renewable energy. Both CCAs obtain renewable energy from a variety
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of sources, most of which are located outside their service areas. Even SCP, which
buys 15% of its energy from geothermal facilities in Sonoma and Lake Counties,
obtains most of its renewable energy from other parts of the state, and a few from
outside California.

CleanPowerSF’s sources of renewable energy have yet to be determined. Its sales at
the default rate are projected to generate almost no surplus over the cost of
providing power. Sales of the premium product are projected to produce a surplus,
which will be used to fund new local or regional sources of renewable power. These
would include public projects built on City-owned and controlled property, and
private projects built by CleanPowerSF customers and others, who would receive
financial incentives from CleanPowerSF through “net metering,” “feed-in tariffs” v
and GoSolarSF. Also included would be energy efficiency and demand response
programs,'i to be funded by charges collected from ratepayers statewide and
administered by the California PUC.

Community Outreach

As MCE expands to include portions of Contra Costa and Napa counties, it has
launched CCA service in several large communities with diverse demographics, and
a variety of income levels similar to those found in San Francisco. The MCE program
has demonstrated that a well-organized and professionally administered
community outreach program at all sorts of venues—farmers markets, Kiwanis
Clubs, public libraries - makes a positive impact on the community’s understanding
of Community Choice Aggregation, and helps customers make timely and informed
decisions about whether they wish to remain with the program or opt out.?! The
Sonoma County program used a similar outreach approach, and has experienced the
same positive outcome.

Financial Viability: Conclusions

Based on the foregoing comparison, we conclude that when CleanPowerSF rolls out
it will be a very modest program that serves a relatively small number of customers.

V In California a “feed-in-tariff” is a program that promotes investment in small-scale renewable
generation projects by offering producers long-term contracts to sell energy to investor-owned
utilities. See Cal. Pub. Utilities Code Section 399.20. “Net metering” is a service that allows customers
of an electric utility who install a small-scale, renewable generation system on-site to receive a
financial credit for power generated by their own system and fed back to the utility. The creditis
used to offset the customer's electricity bill. See
http://www.cpuc.ca.gov/PUC/energy/DistGen/netmetering. htm

vi“Demand response” programs create incentives — usually financial ones — that encourage end-use

electric customers to reduce their electricity usage during periods of peak demand. See
http:/ /www.cpuc.ca.gov/PUC/energy/Demand+Response/
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For that reason alone, it appears to be a low-risk enterprise compafed with SCP,
which has nearly ten times its projected annual sales, and also with MCE, which is
intent on growing outside its original service area.

By the same token, CleanPowerSF has a great deal of up-side potential. Itis
projected that after just one year SCP will sell nearly ten times as much energy in
Sonoma County (population 500,000) as CleanPowerSF plans to sell initially in San
Francisco (population 850,000).22 This points to the possibility of strong growth for
CleanPowerSF.

The product mix and pricing strategy of all three CCAs are quite similar. All three
acquire most of their renewables outside their local service area, mainly from
elsewhere in California. Only CleanPowerSF plans to operate entirely without
unbundled RECs — a benefit, perhaps, of its diminutive size. By contrast, MCE uses
unbundled RECs in large numbers and will continue to do so for the foreseeable
future, evidently as a way to control costs during a period of rapid growth. Even SCP,
which has been a champion of using bundled resources, continues to use unbundled
RECS as part of its mix. All of this suggests that there is no compelling reason why
CleanPowerSF should not use unbundled RECs, if necessary, to support the growth
of its enterprise. ’

And growth should be a priority. Like MCE and SCP, CleanPowerSF aims to increase
the percentage of renewables in its product mix over time. However, if this impedes
the growth of the program, by increasing its rates to a point where they are less
competitive, this could have a negative effect on the environment. A 100%
renewable program that serves 30 MW peak load is less "green" than a 50%
renewable program that serves 200 MW. This is because the former "retires” only
30 MW of conventional generation, whereas the latter retires 100 MW.

Amount of
conventional
% of renewable power retired
power Peak load in MW in MW
50% 200 100
100% 30 30
Additional MWs of conventional power retired 70

Moreover, the transition to green power is a key component of the City’s plan to
eliminate most of its greenhouse gas emissions by mid-century.? A small
CleanPowerSF program that grows slowly, or not at all, will do little to achieve this
goal.

Finally, the benefits of community outreach are clear. Particularly in light of the
“opt out” provision of CCA law, customers deserve a well-designed and well-funded
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marketing effort that explains the benefits of CleanPowerSF, and allows each one of
them to make an informed choice as to whether to remain in the program.

Is CIeanPowerSF A Jobs Program?

As recently as January 2015, Mayor Lee reaffirmed his insistence on local job
creation as an essential element in a redesigned CleanPowerSF program, stating, “I
call on the SFPUC to develop a program that is affordable for customers, greener for
our planet, takes advantage of renewable technology being developed right here in
our City and has a real plan for creating jobs for our residents.”24

At a recent joint meeting of SFPUC and LAFCO considerable time was spent
discussing this issue. It was noted favorably that, according to a report by the
energy consulting firm EnerNex,?> implementation of CleanPowerSF would result in
the creation of new jobs. The estimates in the report are debatable and were
criticized at the meeting as being too optimistic.26

CleanPowerSF was not originally intended as a jobs program. Job creation was not
mentioned in the 2004 ordinance that first authorized a CCA. The program goals at
that time were twofold: to provide clean, reasonably priced and reliable electricity
to retail customers in San Francisco, and to exercise local control over electricity
prices. The emphasis was on developing renewable energy resources, conservation
programs and energy efficiency.?”"

Likewise, job creation was not mentioned in the Draft Implementation Plan for a
CCA that was adopted by the Board of Supervisors in 2007.28 The concept first
appears in an RFP authorized by the Board in November 2009, which cites job
creation as an example of additional benefits that could come from the program but
are not required by the program.2?

The first mention of job creation as a program goal appears in a revised RFP issued
in 2010, which states, “The City seeks to encourage local job creation through
CleanPowerSF.”30

By 2013 the labor movement and others were treating job creation as a non-
negotiable core element in the CCA. The San Francisco Labor Council adopted a
formal resolution stating that it would withhold its support for CleanPowerSF
unless SFPUC and the Board of Supervisors formally adopted a set of principals
dictated by the Council, designed “to ensure that CleanPowerSF program will create
high wage, union jobs with benefits . ...”3! Mayor Lee also opposed the program as
then proposed, in part because it “doesn’t produce direct local jobs.”32

Be that as it may, the Civil Grand Jury concludes that “job creation” in relationship to
clean power is a red herring, not helped by the EnerNex report. Job creation was
not a core element of the program as originally constituted. It is a laudable goal but
it does not bear a substantive relationship to the CleanPowerSF program. Why?
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Because just as the majority of new clean energy projects are geographically far
away from San Francisco, so are the jobs associated with building them. See the
section on Green Power Resources below for more on this issue.

More than one interviewee suggested that the real opportunity to create local jobs
lies not in generating renewable energy, but rather in energy efficiency: in auditing,
assessing, electrical contracting, and accounting. Other interviewees suggested that
SFPUC should use the contracting process to ensure that clean energy developers, in
and outside the City, comply with basic labor standards in contractmg, procurement
and hiring used by the City of San Francisco.

A further jobs issue related to CleanPowerSF is whether implementation will result
in a substantial loss of current jobs. Based on our interviews and other research the
Civil Grand Jury has found no evidence that creation of CleanPowerSF would result
in substantial job loss. This is because by law PG&E will continue to provide
distribution, metering, and billing to CleanPowerSF customers, and virtually all local
employees of PG&E'’s regulated electric utility work in these areas. As a result, none
of the many people interviewed nor any of the many documents reviewed have
indicated that there would be job loss as a result of the implementation of
CleanPowerSF.

Green Power Resources: Are There Enough?

Mayor Lee has stated his desire to see that “San Francisco remains the Greenest City
in North America.”33 One hallmark of a “Green City” is the creation and
implementation of new and diverse sources of green power or renewable energy.
Where will this energy come from? How much is available?

Geography limits the amount of renewable energy that can be developed in San
Francisco proper. Ours is an urban county: We don’t have vast tracts of land
available for wind farms or large solar arrays within the City limits. Nevertheless,
the City has done an admirable job of developing clean energy resources in the City
and on property it owns or controls elsewhere. Based on a 2013 study that is still
accurate today, hydroelectric generation at powerhouses associated with the Hetch
Hetchy system have a capacity of 380.5 MW.vii Small hydroelectric generation
projects add 4 MW; solar photovoltaic projects, 7.5 MW; and renewable Biogas
energy projects 3.1 MW, for a total installed capacity of 395.1 MW. Another 52 MW
is estimated to be available.34

vii Although the Hetch Hetchy system is not considered a renewable power source, for RPS purposes,
the power that it generates is effectively exempt from RPS requirements. Under California Public
Utilities Code Section 399.30(j), SFPUC is required to procure RPS-eligible electricity resources,
including renewable energy credits, to meet only the electricity demands that are not met by Hetch
Hetchy, so long as Hetch Hetchy provides more than 67% of its electricity resources.
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The issue, however, is whether sufficient clean energy is available statewide to- meet
San Francisco’s needs and those of other communities. In light of the state’s 2020
deadline for reducing carbon emissions to 1990 levels, and 40% below that by
2030,35 it is reasonable to ask whether increased demand will cause the cost of clean
energy to skyrocket, and the resources to be significantly diminished or tapped dry.

The California Energy Commission estimates that the state’s total annual
consumption of electricity will approach 290,000 GWH in 2015, and 300,000 GWH
or more in 2020. Its peak demand is forecast to be approximately 64,000 MW in
2016, and as high as 69,000 MW in 2020.3¢ Under current law, California utilities
are required to serve 33 percent of retail electricity sales with renewable resources
by 2020.37 Based on the forecasts just cited, this means that by 2020 something like
100,000 GWH of total consumption, and 23,000 MW of peak demand will need to be
served by renewable sources of energy statewide. See the Appendlx to this report
for information on where that energy might come from.

It is important to remember that renewable energy is exactly that: it can be
renewed almost indefinitely, because it does not run out. So the concern is not
whether there is enough, but rather how fast we can develop what we need.

SFPUC has three green energy programs: Municipal solar, which installs solar
panels on schools and other city facilities, Energy Efficiency, which undertakes
projects that help reduce energy consumption, and GoSolarSF (GSSF), which funds
the installation of solar panels at private residences. Unfortunately, their funding
has been cut in recent years due to the significant capital needs of replacing the
aging infrastructure of the Hetch Hetchy Power System. Cuts to GSSF have been
much smaller, among other reasons because the GSSF program has been so
successful. See the Appendix to this report, and documents cited therein, for more
information.

GSSF is a program that benefits private property owners but is funded by public
money. It has been the subject of debate between policymakers and SFPUC staff
regarding the appropriateness and legality of this funding arrangement.

A possible solution would be to integrate GSSF into the proposed CleanPowerSF
program. CleanPowerSF could fund a portion, or all, of GSSF, as part of its overall
local resource build-out plan. In this way CleanPowerSF could market GSSF to its
own customers, help those that wish to install rooftop solar, and then purchase their
excess power as a local clean energy source.3® This complementary relationship
would enhance both programs.

As to the question of whether the City government and the staff of SFPUC have the
necessary competence and expertise to operate efficiently in the clean power
market, the Jury finds good reason to believe that they do. SFPUC staff has ‘
purchased electricity for years to meet the needs of San Francisco civic facilities,
which are not-always satisfied by Hetch Hetchy production. They will be able to use
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this experience in buying clean power for the rest of the city on behalf of
CleanPowerSF.

Findings
Based on the foregoing discussion, we make the following findings:

F1 CleanPowerSF will be a relatively small, low-risk program at startup, but
must grow quickly to meet the City’s timeline for reducing greenhouse gas
emissions.

F2 CleanPowerSF’s rates will be lower and more affordable to all San
Franciscans, if it is free to use unbundled RECs as needed, and to provide less than
. 100% green power.

F3 Local job creation, while desirable, is not the chief purpose of CleanPowerSF,
and should not cause further delay in implementing the program.

F4 There are ample affordable resources of renewable power to support
CleanPowerSF, including local rooftop solar installations such as those funded
through the GoSolarSF program.

F5 Political discord has at times delayed implementation of CleanPowerSF.

Recommendations

Based on the foregoing findings, we make the following recommendations:

R1 That CleanPowerSF be designed, first and foremost, to be financially viable
and to grow quickly without undue risk.

R2 That CleanPowerSF be free to use unbundled RECs, and to provide less than
100% green power, as needed to meet its goals of financial viability and early
expansion.

R3 That CleanPowerSF be designed to provide as many local jobs as it can,
without compromising its financial viability and potential for early expansion.

R4 That SFPUC integrate the GoSolarSF program into CleanPowerSF to take
advantage of their complementary relationship.

R5 That local officials, including the Mayor, put the full weight of their offices
behind the success of the CleanPowerSF program.
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Request for Responses

Pursuant to Penal Code Sections 933(c) and 933.05, the civil grand jury requests
responses to all of the above findings and recommendations from each of the
following:

Honorable Edwin M. Lee, Mayor
San Francisco Board of Supervisors

San Francisco Public Utilities Commission
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Response Matrix

Findings

Recommendations

Responses Required

F1 CleanPowerSF will be a
relatively small, low-risk
program at startup, but must
grow quickly to meet the City’s
timeline for reducing
greenhouse gas emissions.

R1  That CleanPowerSF be
designed, first and foremost, to be
financially viable and to grow
quickly without undue risk.

SF Public Utilities
Commission, Board of
Supervisors, Mayor

F2 CleanPowerSF’s rates
will be lower and more
affordable to all San
Franciscans, if it is free to use
unbundled RECs as needed, and
to provide less than 100%
.green power.

R2  That CleanPowerSF be free
to use unbundled RECs, and to
provide less than 100% green
power, as needed to meet its goals
of financial viability and early
expansion.

SF Public Utilities
Commission, Board of
Supervisors, Mayor

F3  Local job creation, while
desirable, is not the chief
purpose of CleanPowerSF, and
should not cause further delay
in implementing the program.

R3 That CleanPowerSF be
designed to provide as many local
jobs as it can, without
compromising its financial viability
and potential for early expansion.

SF Public Utilities
Commission, Board of
Supervisors, Mayor

F4 There are ample
affordable resources of
renewable power to support
CleanPowerSF, including local
rooftop solar installations such
as those funded through the
GoSolarSF program.

R4 That SFPUC integrate the
GoSolarSF program into
CleanPowerSF to take advantage of
their complementary relationship.

SF Public Utilities
Commission, Board of
Supervisors, Mayor

F5 Political discord has at
times delayed implementation
of CleanPowerSF.

R5  Thatlocal officials, including
the Mayor, put the full weight of
their offices behind the success of
the CleanPowerSF program.

SF Public Utilities
Commission, Board of
Supervisors, Mayor
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Glossary of Abbreviations and Definitions

ABBREVIATIONS

CCA: Community Choice Aggregation

CPSF: CleanPowerSF

GSSF: GoSolarSF

GW: Gigawatts of power. A gigawatt is equivalent to 1,000 megawatts.
IBEW: International Brotherhood of Electrical Workers

10U: Investor-owned utility, e.g. Pacific Gas & Electric Company

IP Implementation Plan

KW: Kilowatts of power. A kilowatt is equivalent to 1,000 watts.
LAFCO: Local Agency Formation Commission

MCE: Marin Clean Energy

MW: Megawatts of power. A megawatt is equivalent to 1,000 kilowatts.
PG&E: Pacific Gas and Electric Company

PV: Photovoltaic, as solar PV

REC: Renewable Energy Credit. A certificate of proof showing that one

megawatt-hour of electricity was generated by a green source. When
one megawatt-hour of green power is produced it is assigned one REC.
The power and the REC can be sold separately or together.

If the REC and the power are sold together, the REC is called a
“bundled REC.”

If a customer buys only the power and not the REC, and the REC is
sold elsewhere, it is called an “unbundled REC.”

RFL: - Request for Information: a formal query from a governmeht agency
requesting vendors to suggest how they might implement a program
idea, estimating details such as staffing and costs.

RFP: Request for Proposals: a formal query from a government agency
requesting vendors to propose how they would implement a program,
including methodologies and costs.
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SCP: Sonoma Clean Power

SENA: Shell Energy North America
SFPUC: San Francisco Public Utilities Commission
DEFINITIONS

BIOENERGY: Power generated from biomass, or plants

“DARK GREEN” OR “DEEP GREEN": An electricity product comprised of 100%
renewable energy.

GEOTHERMAL ENERGY: Power generated from heat energy derived from hot rock,
"~ hot water, or steam below the earth’s surface.

GRID (POWER]}: A system of power lines and associated equipment used to transmit
and distribute electricity over a geographic area. '

HYDROELECTRIC ENERGY: Power generated by the flow of water. For example,
O’Shaughnessy Dam, which creates Hetch Hetchy Reservoir, is a large
hydro project. Raising the height of an existing dam is one example of
a small hydro project.

“LIGHT GREEN": An electricity product comprised of less than 100% renewable
power.

OPT OUT: To choose not to join a program, e.g., CleanPowerSF

OPT UP: To choose to buy an optional, more expensive electricity product such
as MCE’s “Deep Green” product

PHOTOVOLTAICS: A solar power technology that uses solar cells or solar
photovoltaic arrays to convert light from the sun directly to electricity.

RENEWABLE ENERGY: Energy for which the sources (sun, wind, water) are
constantly replenished and for all practical purposes will never run
out. Renewable energy is also called clean or green energy.

SOLAR ENERGY PROJECTS: A field of solar panels meant to provide a stream of
power to a group of users is a large solar project. Solar panels on the
rooftop of a residence, meant to heat the house’s water, is a small
solar project.

TARIFF: (As used in the the electric power industry) The price of electricity.
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WATT: A unit of measurement that describes the rate at which power is
produced.

WATT-HOUR: A unit of measurement that describes the volume of power produced
over time.
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Appendix
SOURCES OF RENEWABLE ENERGY
There are at least seven types of renewable energy.3?

Solar energy projects can be small (panels installed on a rooftop to heat the water in
an individual residence) or large (fields of panels meant to provide a stream of
power for a group of users).

Hydroelectric power is energy generated by the flow of water. Large hydroelectric
projects, such as 0’Shaughnessy Dam at Hetch Hetchy, generate clean power but are
not eligible for inclusion in the Renewable Portfolio Standard (RPS) program. A
small hydroelectric power project might be raising the height of a dam, or
generating power from water running downbhill through a pipe. One report shows
that, provided there is no negative impact on water delivery, small hydro projects
can be a viable renewable generation technology. The report further states that it
should be considered along with solar, wind, and geothermal projects. Some
preliminary studies indicate that small hydro projects have some of the lowest costs
of all renewable sources.#0

Wind power projects capture the wind in turbines that create energy. Although
California’s high wind areas are growing more and more limited, there are still
opportunities for development available. Wind has the advantage of being a mature
technology with requirements that are well understood. The primary challenges are
environmental and permitting: the projects are highly visible and thus not
necessarily welcome in some communities. Also, it has been difficult to
accommodate the needs of birds occupying wind power sites.

The sun causes plants to grow, and the result is a biomass. Biomass can be turned
into electricity, which is called bioenergy. Although it does not offer large
opportunities for expansion, this form of green power does generate 3.1 MW of
power for San Francisco.

Hydrogen gas can be burned to generate power if it is separated from the other
elements with which it is usually combined - to form water, for example.

Sonoma County uses geothermal energy for 15% of its overall energy mix. Treated
wastewater is pumped into deep cracks in the ground, where hot rocks heat the
water, creating steam, which runs turbines.#! In other areas of the state, extremely
hot water is "flashed” into steam within the power plant, and that steam turns the
turbine. 42 New or operating geothermal projects are limited, and they too have
challenging siting and permitting issues. Among the difficulties is access to
transmission lines.

Ocean energy in various forms—tidal movement, temperature differences based on
depth, wave power—can all be used to create power. But this opportunity is too
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limited and too expensive to meet a major portion of the renewable requirements of
San Francisco.

As of December 31, 2014 the total wholesale renewable energy capacity in the State
was 18,800 MW.43 The breakdown of these sources is as follows: 44

SOLAR PHOTOVOLTAIC 4,800 MW

SOLAR THERMAL 1,100 MW
SMALL HYDRO 1,700 MW
WIND 7,100 MW
BIOMASS 1,300 MW
GEOTHERMAL 2,800 MW

TOTAL 18,800 MW

The state also has additional 2,200 MW of self-generation capacity (e.g. rooftop
solar) for a total operating capacity of 21,000 MW. 45

Wind, solar photovoltaic (PV), and geothermal projects are the primary sources for
renewable energy available to the SFPUC, 46 although geothermal projects present
problems as noted above.

Solar thermal and solar PV have shown the most growth. Commercial in-state
generation from these sources has increased more then 250% since 2013.47 This
trend is expected to continue throughout the State of California. The cost of solar
installation is also going down.

New rooftop solar units seem to be the least problematic.of the green energy
programs.*® SFPUC currently funds GoSolarSF (GSSF). The program subsidizes the
installation of solar panels on the roofs of private residences, and has been lauded as
beneficial for local citizens because it reduces carbon-based fuel use and greenhouse
gas emissions.

Data provided to the Jury by SFPUC show that residential and business solar
installations are growing as well. SFPUC estimates there is a total achievable solar
potential of 60 MW if every available roof were covered. The City has a laudable
goal of installing 50 MW by 2020. Currently there are 28 MW of solar installed, so
SFPUC is over halfway towards reaching that goal. The breakdown is as follows:

* Owned or under contract by SFPUC - 8 MW

* Projects owned by residents or businesses that received a GSSF incentive -
10 MW

* Projects owned by residents or businesses that did not receive a GSSF
incentive — 10 MW (either installed before the program started in 2008 or
the owner opted not to receive an incentive and worked with a private
company.)
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SFPUC’s statistics on solar activity as of December 2014 are impressive:

* SFPUC has completed 3106 solar installations
* These installations generate 10 MW

* 132 jobs were created since 2008 for disadvantaged San Franciscans; 29 are
currently employed, 10 in this Fiscal Year alone, and they are paid on
average $17.00 an hour.

The GSSF program was funded at $5 million in 2014-15; $5 million is expected to be
spentin 2015-2016.

Solar PV is a growth program at SFPUC. Projects are in development and design
stage at: Downtown High School, Cesar Chavez and Marina Middle School, and at
the SF Police Academy. SFPUC also has plans to install additional solar projects on
municipal sites as their 10-year capital plan funding allows.
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THE CIVIL GRAND JURY

The Civil Grand Jury is a government oversight panel of volunteers who serve for one year.
It makes findings and recommendations resulting from its investigations.

Reports of the Civil Grand Jury do not identify individuals by name.
Disclosure of information about individuals interviewed by the jury is prohibited.
California Penal Code, section 929

STATE LAW REQUIREMENT
California Penal Code, section 933.05

Each published report includes a list of those public entities that are required to respond to the
Presiding Judge of the Superior Court within 60 to 90 days as specified.

A copy must be sent to the Board of Supervisors. All responses are made available to the public.

For each finding, the response must:
1) agree with the finding , or
2) disagree with it, wholly or partially, and explain why

As to each recommendation the responding party must report that:
1) the recommendation has been implemented, with a summary explanation; or

2) the recommendation has not been implemented but will be within a set timeframe as
provided; or ' ’

3) the recommendation requires further analysis. The officer or agency head must define
what additional study is needed. The Grand Jury expects a progress report within six
months; or

4) the recommendation will not be implemented because it is not warranted or
reasonable, with an explanation.
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EXECUTIVE SUMMARY

How can San Francisco manage a construction portfolio of over $25 billion with
inconsistent controls, insufficient systems, and an inability to consolidate citywide financial
and management information?

Why does San Francisco continue to operate a contracting environment that is out of step
with best practices? '

Should the City be spending so much on construction without the oversight of the Board of
Supervisors?

The Civil Grand Jury (CGJ) wanted answers to these questions. In this report the CGJ
examines these three critical problems that have been called out in numerous City audit
reports over the last few years but remain unaddressed.

In our research we discovered that the City’s construction project portfolio is diverse, that
some projects are very complex, and that neighborhood projects inflame the passions of
San Francisco citizens. Six departments have public works contracting authority. The CGJ
chose to focus primarily on the work of one of those, the Department of Public Works

(DPW).

Although efforts are underway to address some of the problem areas, much work still
needs to be done. Our recommendations include:

e The City needs to revise Chapter 6 of the Administrative Code to enable contractor
selection on past performance in addition to the low cost bid.

e Common construction management processes addressing change orders, project
closeout and compliance need to be instituted, monitored and measured.

o Construction management information must be standardized to produce citywide
reports. Once consolidated information is available, citywide reports should be
published for public review.

o The City’s out of date technology and weak Construction Management Systems
infrastructure must be addressed.

o The Board of Supervisors (BOS) must take a more active role in the oversight of
construction projects.
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BACKGROUND

San Francisco’s 2014 - 2023 ten-year capital plan is $25 billion, a staggering sum by any
measure. The plan principally funds infrastructure like roads and power systems, but
there are also a large number of building projects. The city differentiates between “vertical”
projects, e.g. buildings, and “horizontal” projects, like roads. The vertical projects can range
from the highly complex and massive rebuilding of San Francisco General Hospital to a
relatively small project, like the renovation of a community center at Mission Playground.

2014-2023 Capital Plan Summary
(Dollars in Millions)
By Service Category : Plan Total
Public Safety $1,376
Health and Human Services $1,306
Infrastructure & Streets $8,678
Recreation, Culture, and Education $1,241
Economic & Neighborhood Development $4,151
Transportation $8,228
General Government $91
Total $25,072 i

Six City departments have public works contracting authority. These departments are:
- The Port Commission (the Port)
- The Airport Commission (the Airport)
- The San Francisco Public Utilities Commission (PUC)
- Recreation and Park Department (R&P)
- The Municipal Transportation Agency (MTA)
- The Department of Public Works (DPW)

Going forward, these six areas will be referred to jointly as the “six City departments”.
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In addition to DPW’s own department projects, DPW manages construction projects for all
non-Chapter 6 departments such as the Library, Fire Department (SFFD) and Department
of Public Health.

Construction projects are funded in many ways including bond measures that taxpayers
approve, federal or state funding, city general funds, private sources, or a combination of all
available sources. When general obligation bond funds are used, the Citizens’ General
Obligation Bond Oversight Committee (CGOBOC) has the responsibility of ensuring that
general obligation bond proceeds are spent properly. At recent CGOBOC meetings, the
Director of Audits presented performance audits of construction practices in the City. The
audits identified control weaknesses in the areas of contract change order management
and the process of closing out construction contracts. After reviewing additional
construction management audits, the San Francisco CG]J felt the topic warranted study,
given the dollar magnitude and large number of building construction projects in process.

As the CGJ began its investigation we found that there have been 25 audits over the last
seven years, which have examined various aspects of the construction management
process. Some of these were citywide performance audits, while others focused on specific
projects. These audits were done by employees and outside firms with specialized
expertise in such assessments. Several themes emerged from these various rigorous
audits.

e Construction projects always involve change orders, which authorize work to be
added to or deleted from the original contract. In many instances, the change order
management process was weak which could expose the City to increased cost
and/or delays.

¢ Construction contract close out procedures are also an area of concern; a strong
close out process ensures that all contractual terms are met, so deficiencies in that
process could mean a risk to the city,

o In the projects that DPW manages and designs, there have been design errors that
have led to avoidable cost increases.

¢ (City construction projects lack transparency for several reasons. The systems that
track projects across departments vary and do not share common data elements,
preventing the consolidation or comparison of key performance metrics. Similarly,
no final report is published on each project summarizing the financial, functional
and operational project outcomes.

¢ Accountability for both large and small city construction projects resides in the

department, its commission or the City Administrator, but not with the BOS. With
the exception of DPW, all six City departments have commission oversight.
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e The information systems infrastructure in DPW is not sufficient to handle the 535
active horizontal and vertical projects that DPW currently manages that are valued
at $5.7 billion. 2

e An April 2014 audit perforined by the City Services Auditor examined the City’s
current practice of awarding construction contracts using a single criterion, the low
cost bid, a practice that ignores current best practices used by other large cities and
government agencies.

Many of these factors alone suggested the need for future study, but taken together, an
investigation of City construction management was clearly warranted. To make the topic
manageable, we chose to focus on the building construction management process of DPW.
We are confident that many of our recommendations will be applicable to other city
departments and their construction projects as well.

METHODOLOGY

We reviewed many city-published sources of information in preparing this report including
department websites and the San Francisco Administrative Code (the Code). The City
Services Auditor (CSA) has a construction audit group that audits City construction projects
and issued several audits in the last seven years. We reviewed these audits in depth,
focusing on those that deal with vertical projects, management controls, and the City’s
current lowest cost bidder criterion for awarding construction contracts.

We also reviewed the 2007 Management Audit of DPW prepared by the San Francisco
Budget and Legislative Analyst (BLA). A section of that management audit addressed
DPW’s program for reporting and preventing construction design error and omission
change orders. Additionally, we reviewed the 2011 BLA report on the cost of change orders
and the lack of citywide change order reporting.

The CGJ interviewed representatives of the six City departments and City departments that
lack contracting authority in order to understand their different perspectives on the
effectiveness of the prevailing practices of managing the City’s construction workload. We
interviewed construction contractors including those who do both public and private
construction projects, and contractors who have chosen not to bid on City work. We
interviewed senior managers at the Public Works departments in other large cities to
understand the practices in place in their communities, and thereby discern what issues
may apply to all cities and what may be uniquely pertinent to San Francisco. As a result of
these interviews we were provided with additional management reports, and data extracts
from the departments.
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DISCUSSION

Our investigation revealed several areas for improvement in City management of vertical
construction projects. These issue areas are diverse, so we will address each separately.
They are:

e The Contracting Environment

e Construction Project Management
e Department Interactions

e Information Technology

e Transparency in Reporting

e Independent Oversight

The Current Contracting Environment and its Complexity

1. Overview

The number of cranes seen in the San Francisco skyline is a clear indication of the scale of
construction projects in our city. Although most projects are private developments, many
are city projects that must compete for the same design and construction resources.

The manner in which the City secures design and contractor resources for construction
projects is via a contracting process outlined in Chapter 6 of the Code . The Code specifies
that the City must take the lowest cost “responsible bidder.” Additionally, bidders are
required to include Local Business Enterprises (LBEs) as part of their construction team.
This is a “hard bid” process, where specifications are provided to bidders with no
negotiation of project scope, timing or deliverables.

Some major construction firms will not participate in a hard bid process. They see the hard
bid process as structurally flawed; a process where the client does not choose a contractor
based on past performance or the quality of the contractor’s work. The low cost bid
process can create a perverse incentive for contractors to scrutinize project bid
specifications to determine the existence of flaws or omissions in the bid specifications that
would need to be addressed through lucrative contract change orders. The president of a
major construction firm that had historically avoided municipal contracting via hard bids
said in 2007, "The process as it has been followed is a failure every time. Why in God's
name is this process still repeated?"3

2. The Construction Management General Contractor (CMGC) Approach

The construction industry moved to alternative contracting structures to counter the “old
school,” hard bid environment. Private developers and contractors, realizing there was a
need for greater collaboration in designing and building complex construction projects,
developed contractual agreements that support specialization and collaboration.
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In a “Design-Build “contract one firm provides project design and construction services.
This approach is used for routine construction projects, like parking lots or correctional
facilities, where specific firms specialize in a given type of structure and offer a turnkey
solution, providing both the project design and construction management services. In this
process, written design criteria are provided along with project requirements. The bidding
firm comes back with the project design and the construction cost. The City of San
Francisco has done several Design-Build projects. For example, the $255 million
Rehabilitation Detention Facility is a design-build project. Other municipalities have
adopted this turnkey option as well.

In a Construction Management General Contractor (CMGC) relationship, the contractor
provides input in the pre-construction phase of the project to simplify the construction
process, reducing construction cost. The construction manager is paid for pre-construction
planning, which includes validating the budget, and identifying construction savings that
could be achieved from the redesign of certain elements of the project. The goal'is to create
a more efficient and cost effective construction project. The private sector contracting
community also refers to this as integrated project design.

CMGC practices were adopted in San Francisco in 2007, when then Mayor Gavin Newsom,
recognized the need for more collaboration in the planning of the new Academy of
Sciences. Senior leadership of DPW assisted in passing an ordinance to enable CMGC
practices.* The City addressed these new contracting structures in its Code: Chapter 6.61
for design-build, and 6.68 for CMGC projects. Subject to two conditions, these provisions
grant the flexibility to solicit either design-build or CMGC proposals to department heads
authorized to execute contracts for public works projects. The project must be suitable to
either process; and, most significantly, approval must be obtained by the client’s
department commission. If a department has no commission, the City Administrator must
approve the arrangement.

DPW has completed five construction projects using CMGC with another five projects in the
active construction phase. The five active projects are the Public Safety Building, San
Francisco General Hospital, the Office of the Chief Medical Examiner Building, the Moscone
Center Expansion and the Veterans Building. The benefits of using the CMGC process have
been demonstrated in the early results of these projects.

The Academy of Sciences rebuild was a big “win” for the City, coming in both on time and
under budget. The rebuilding of San Francisco General Hospital is being coordinated by a
specialist hospital contracting firm. Change orders on the largest phase of the $882 million
project, the $673 million of new construction, were approximately 3% of total cost, a great
result for a project of its size and complexity.

Some states, including Oregon and Washington, have moved to a mandatory use of CMGC
practices for large-scale projects. Federal projects also use this method of contracting. A
qualifications-based criteria is established for the award of the CMGC pre-construction

project. Price is not a selection criterion. San Francisco, like many jurisdictions, includes
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social policy goals like the use of disadvantaged business enterprises as a ratable element
in the scoring process. After the highest scoring bidder has been selected, price is then
negotiated.

The CG] commends the City on its use of CMGC and design-build, processes that are being
adopted as a “Best Practices” in the construction industry. The increased use of these
techniques for large and/or complex construction projects will only yield benefits to the

City.
3. The Lowest Cost Bid Problem

Although some city construction projects utilize CMGC and design-build techniques, most
projects are still subject to the lowest cost bid approach. For projects equal to or more than
$400,000, the Code requires the City to accept “a responsible bidder offering the lowest
responsive bid.” For projects under $400,000 the Code requires “a responsible bidder
offering the lowest quotation.”>

Those terms are defined as follows:

¢ Responsible. A responsible bidder or contractor is one who (1) meets the
qualifying criteria required for a particular project, including without limitation the
expertise, experience, record of prior timely performance, license, resources,
bonding and insurance capability necessary to perform the work under the contract
and (2) at all times deals in good faith with the City and County and shall submit
bids, estimates, invoices claims, requests for equitable adjustments, requests for
change orders, requests for contract modifications or requests of any kind seeking
compensation on a City contract only upon a good faith honest evaluation of the
underlying circumstances and a good faith, honest calculation of the amount sought.

e Responsive. A responsive bid is one that complies with the requirements of the
subject advertisement for bids without condition or qualification.6

While it would appear that the San Francisco city requirement to accept a responsible
bidder offering the lowest cost responsive bid would incorporate evaluating contractor
past performance in the bid selection process for fixed bid contracts, this is not the case. An
April 2014 CSA citywide construction audit evaluated whether the six City departments
effectively evaluate contractor past performance and utilize contractor past performance in
awarding construction contracts. The audit found that “city departments do not adequately
assess contractor performance and do not consider past performance in the construction
award process.” The report goes on to say, “because the City does not require evaluations
of contractors’ performance and, hence, there is no formal record of or method by which to
judge contractor responsibility, poor-performing contractors—even contractors incapable
of performing the work on which they bid—can secure additional city contracts.””
Similarly, 70% of those sampled by the CSA reported that a contractor had performed
poorly on a City project. 8
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Other cities have developed extensive vetting criteria for public works contractors. Five of
the leading practices are summarized in the table below. Three of the six San Francisco City
departments have a contractor evaluation process. However, the three departments use
different contractor assessment criteria and the contractor evaluations are not used in the
contract award process.

{3 Summary of Leading Practices in Contractor Performance Evaluation

Require completion of performance evalustions v
2. Consider evaluations in the confract awsrd process s ¥ v s v
3. Usea standardized performance evaluation form v L v
4. Allow contracior fesdback on evaluation resulis 'd v ' '
5 Maintain a cenfratized databaseflocation for svaluation resulis. v v v k4 <

Sovroe: Auxditor's analysis of leading pracfices.

Adoption of leading practices in contractor performance evaluation discourages the

following contractor practices that increase construction project costs:

e Contractors purposely submitting a bid that does not provide enough money to
complete a construction project knowing that the City will need to issue project change
orders to fund the project to completion. Project change orders are not subject to
competitive bidding and have a much greater profit margin for contractors.

e Contractors evaluating construction projects from the perspective of the project’s
change order potential. Contractors who use this process evaluate the City’s bid
packages from the perspective of what design elements are missing from the bid
package that will necessitate future change orders.

e Contractors not completing a project when they have received the bulk of the project
construction contract payments, thereby leaving the City to find a new contractor to
complete the open items on the project punch list.

The use of past performance criteria also eliminates the revolving door of bad contractors
securing city work by virtue of a lowest cost bid. The City of Los Angeles goes even further
with its “Contractor Responsibility Ordinance”:

Prior to awarding a contract, the City shall make a determination that the
prospective contractor is one that has the necessary quality, fitness and capacity to
perform the work set forth in the contract. Responsibility will be determined by
each awarding authority from reliable information concerning a number of criteria,
including but not limited to: management expertise; technical qualifications;
experience; organization, material, equipment and facilities necessary to perform
the work; financial resources; satisfactory performance of other contracts:
satisfactory record of compliance with relevant laws and regulations: and
satisfactory record of business integrity.10
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In all there are 18 different categories that are evaluated in the Los Angeles final report.
Poor results will preclude a firm from further work as will falsification of any of the survey
answers.

4. The Role of “L.BEs”

The City has specific social policy goals incorporated into its contracting requirements. It
provides preference points in awarding contracts to those contractors who use
subcontractors who may be new, small, or from disadvantaged backgrounds or
neighborhoods. These diversity goals and the comprehensive statutory regulations that
govern them, alter existing prime contractor and subcontractor working relationships.
Many contractors are required to use subcontractors, with whom they may never have
worked, to win City contracts. The contractors cannot depend on the competency of these
subcontractors. All of this makes contracting with the City a vey difficult process.

In particular Chapter 14 of the Code identifies the following categories of businesses that
are given preference in the public building process:

LBE- Local Business Enterprise Small LBE
MBE-Minority Business Enterprise Micro MBE
WBE-Womens Business Enterprise SBA-LBE
OBE- Other Business Enterprise Non-profit LBE 11

Numerous preference categories and the unique requirements of each city department
create extra work and management challenges for both contractors and subcontractors.
The Contract Monitoring Division (CMD}) of the General Services Agency (GSA) is charged

with enforcement of the requirements of Chapter 14 (B} through two separate units: a
certification unit that qualifies firms for certification meeting certain prescribed criteria,
and a compliance unit that “sets goals” for hiring Chapter 14 businesses in most City
contracts. For example, the compliance unit will determine the preference content of each
element of the construction project. There are approximately 1,700 firms that have been
certified for some 270 different categories of business types for each specific project. The
CGJ did not determine if the certification process included certification of contractor
performance. '

Additionally, there is Chapter 12, which enforces non-discrimination practices in the
certification process and under the Code is enforced by the Human Rights Commission
(HRC). Although the Code still places this obligation on the HRC, this function has been
transferred to the CMD. Finally, there is the Office of Economic & Workforce Development,
which, under Chapter 6.22(g) of the Code, administers and monitors local hiring policy for
construction in the City.

Contractors doing work with the City have described the process as “byzantine.” No one

questions the merit of the social goal; rather it is the complexity of meeting it that creates
frustration. Some contractors are daunted by the City’s LBE requirement, since some LBE
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firms possess good construction skills but lack construction management and
administrative skills. When a subcontractor fails to deliver acceptable work on time, it can
cause significant project delays, which can lead to a significant increase in total project cost
and jeopardize the prime contractor’s reputation. This has led to a reduction in the number
of contractors willing to bid on City business. R&P at present has only four contractors who
~ will bid on most of their construction projects.

5. Revisions to Chapter 6

At present, a city work group has been formed to identify administrative and substantive
changes that should be made in Chapter 6 of the Code. In phase I the work group proposed
43 technical changes to the BOS this spring. In phase II of the project, the work group will
be proposing that Chapter 6 of the Code be modified to include contractor performance as
an additional criterion in awarding fixed bid construction contracts. In the current lowest
bid environment, it is possible for a contractor with a track record of poor quality work and
failure to meet delivery schedules to win new construction contracts merely because it was
the lowest bidder. It is often difficult for DPW supervisory personnel to collaborate with
low bid contractors under these circumstances.

Even though performance is not a criterion in the lowest bid environment in San Francisco,
the City has a process for excluding contractors from bidding on new construction. The
process is called debarment. A contractor can be debarred due to “willful” misconduct in
any aspect of the bidding process, from submitting false information in the proposal to
failure to comply with the terms of the contract. 12The City debarment process is difficult,
and currently no City contractors are debarred or prevented from bidding on new
construction projects, regardless of how many notices of non-compliance they have
received from the City.

The CSA issued a Citywide Construction audit report in May of 2014 that provides
anecdotal examples of City projects where construction contractors performed poorly. The
report found that poor-performing contractors have more non-compliance notices, higher
project soft cost (non-construction costs) and more change orders than high performing
contractors. One example cited in the audit report is an Airport contractor who received 59
non-compliance notices for improper work on a $14 million contract to construct a bridge
at the Airport.3 Itis not clear why such a contractor was not considered for debarment, a
process that does not appear to be used to protect the City from poorly performing
contractors.

We encourage the BOS to amend Chapter 6 of the Code to include consideration of
contractor past performance in awarding fixed bid construction contracts and to
implement the change swiftly.

Construction Project Management

Project management controls are very important for ensuring project quality and for
managing construction project costs. We reviewed two important areas of construction
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project control: change order management and project construction contract close-out
procedures. Additionally, we looked at the consequences of non-compliance with these
and other policies.

1. Change Order Management

Large construction projects will have many hundreds of change orders. An illustrative list
appears below.14

The change order process generates many documents that need to be managed and routed
for approval and signoff. It starts with a contractor preparing a proposed change order
which leads to a negotiation process and an independent cost analysis for change orders
over $20,000. Once a change order has been approved, it requires a contract modification.
These require authorizing signatures as well as, in some cases, revised architectural plans
or engineering specifications. All of the change order documents need to be managed, so
that approvals can be tracked, contract revisions can be noted, and key documents can be
retrieved as needed.

The following examples taken from many CSA audit reports demonstrate that management
processes for change orders are department specific, not citywide, and are frequently
ignored in practice.

The April 2014 CSA audit of change orders on the $243 million Public Safety Building
project found:15 '

o DPW documented proposed change orders, but, contrary to departmental
procedures, did not document the negotiations for those exceeding $20,000.

e DPW did not prepare the required independent cost estimates for proposed change
orders exceeding $20,000, so had no negotiating leverage when the contractor
submitted revised costs.

.. Proposed change orders requesting time extensions did not contain sufficient
supporting documentation, increasing the risk of possible approval of unwarranted
time extensions.

The CSA issued about 20 change order audit reports over the last four years. The audits
highlighted significant procedural problems that can be improved with all city departments
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using the same change order procedures, greater adherence to existing change order
policies and the implementation of citywide change order management reports. The audits
found control weaknesses in large and midsize construction projects.

The CSA April 2013 Audit of the PUC $39.2 million Alameda Siphon #4 found that 40% of
project change orders were issued and 47 % were approved after substantial completion of
the construction project. Approving change orders after the contractor has completed the
work is contrary to the intent of the change order management process.

Change orders are a fact of life in construction; some are due to unforeseen building
conditions and regulatory requirements, while other change orders are avoidable

Two types of avoidable change orders are design errors and omissions and client requested
changes during construction. It is important to report all types of change orders and to
ensure that avoidable change orders receive a higher level of management scrutiny. DPW
has a stated goal of limiting error and omission change orders to 3% of total project cost.
The extent to which they are achieving that 3% standard is not clear. The CGJ believes this
should be a citywide standard that should be reported and enforced for all construction
projects,

The Alameda Siphon project had 196 change orders totaling $6.8 million or 21 percent of
the original contract value. A sample of 40 of the 196 change orders found that
modifications were required because of: 6 design error, 6 design omission, 12 differing site
conditions, 8 owner-requested, 3 regulatory requirement and five other category change
orders.16

A CSA April 2013 audit of two midsize construction projects, the $10.8 million Chinese
Recreation Center and the $4.6 million Mission Clubhouse and Playground renovation,
found significant department policy violations. Change orders for the Mission Clubhouse
and Playground renovation amounted to $642,103 or 14 percent of the original contract
value. Change orders for the Chinese Recreation Center amounted to $1,587,540 or 15
percent of the original contract value.l” The audit found the following departmental policy
violations:

¢ R&P has no published change order processes or procedures.

e DPW did not adequately record pertinent information on all change orders.

¢ DPW did not obtain independent estimates for change orders of more than $20,000
as required by written procedures.

e Both R&P and DPW each allowed an increase to contractor markups without a
contract modification as called for by the contract.

e A majority of contractor change order requests that included a project time
extension did not meet contract requirements, and some change order requests
were submitted late. '

e In some instances, contractors did not adhere to change order pricing requirements.
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An October 2011 BLA report to the BOS evaluated the frequency and cost to the City of
contract change orders for large construction and professional service contracts. The
report surveyed ten City departments and reviewed 218 construction and professional
service contracts over $5 million entered into between Fiscal Year 2006-07 and September
2011, The report findings were that 107 or 49.1% of the large construction and
professional service contracts had change orders with a total cost of $295.2 million, a
staggering sum. One of the recommendations in the report was to have the BOS request
that all City departments maintain contract information in a uniform manner and that the
information be summarized and regularly reported to the BOS. We concur with this '
recommendation.

2. Contract Close Outs

CSA audit reports examined a second important construction management process, the
process used to closeout contractor construction contracts. The construction contract
closeout formally ends the construction phase of a capital project and ensures that all
contractual and legal obligations have been fulfilled before final payment is released to the
contractor. Ensuring compliance with all closeout procedures assures the City that the
contractor used city resources appropriately and completed the work in accordance with
contract terms. There were a number of DPW and non-DPW contract closeout audits where
City departments were found to have skipped some of the contract closeout procedures. In
the closeout audits, two recurring findings were that the departments failed to use a
contract closeout check list, a construction industry best practice, and the departments
were unable to provide adequate documentation that specific aspects of the construction
contract had been fulfilled.

The July 2013 closeout audit of the contract for the $583 million Laguna Honda Hospital
Replacement Program found that DPW was unable to verify its compliance with eight of
34 applicable closeout procedures. Similarly, the July 2012 closeout audit of the $332,000
contract for Chinatown Public Health Center ADA Improvements Phase Il found that DPW
did not require the contractor to comply with the following six closeout procedures:18

¢ Submit all change orders before work was 95 percent complete.

e Advise the City of pending insurance changeover requirements.

¢ Notify the City in writing that the work was substantially complete and ready for
inspection.

Submit consent of surety to final payment.

e Submit a certified copy of the punch list of remedial items to be completed or
corrected, stating that each item has been otherwise resolved for acceptance by
the City.

e Notify the City in writing that all punch list items of remedial work were
completed and the work was ready for final inspection.

That said, contract close outs can be problematic, because departments rely on the
contractor to fulfill all contract requirements. In the current construction-boom
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environment in San Francisco, some contractors just walk away from the final payment and
move on to another project, rather than deal with the final paperwork. Other jurisdictions
have experienced this same problem. Portland, Oregon is evaluating a larger hold back
provision in the contract to reduce this behavior.

Department Interactions

1. The DPW Architecture and Engineering staff

As mentioned earlier, DPW, has one of the most diverse construction portfolio in the City.
Not only does it manage its own projects, it also works with other City departments as
needed. The Port, MTA and R&P rely on DPW for general construction. DPW has expertise
in remodels, seismic retrofitting, hydraulics and new construction. R&P, SFFD and the
Police Department have hundreds of buildings that need to be remodeled or replaced.
These include 220 city parks, 82 recreation centers, 51 fire stations and 12 police stations.
The PUC relies on DPW for specific expertise around hydraulics.

DPW manages both building (vertical) and road and sewer (horizontal} construction
projects with a FY2014-2015 budgeted architecture and engineering staff of 531 full time
equivalent (FTE) employees . Most of the salaries and benefits of these employees are
charged to the individual construction projects (capitalized) and not to DPW’s operating
budget. DPW manages about 41% of the budgeted citywide 1,286 FTEs.

18 San Francisco’s City Construction Program

Annual Annual
Salary Salary
Ordinance | Ordinance
F2014-2015| F2015-2016
Budgeted | Budgeted
_ FTEs FTEs
DPW- Architecture Bureau 252.0 258.9
DPW- Engineering Bureau 278.7 2876
DPW- Total Arch+ Engineers FTEs - 530.7 546.5
41% 41%
Airport- Bureau of Design and Construction 167.3 1817
MT A-Capital Programs & Construction 1564 158.9
Port - Engineering and Environmental 26.5 26.5
PUC- Engineering 389.0 394.0
Recreation and Parks- General Fund work order fund 16.0 16.0
Citywide total 1,285.9 1,323.7
F2015-2016 % increase in FTEs 378
F2015-2016 increase in FTEs 2.9% 19



There may be an opportunity for San Francisco to better utilize the 1,286 budgeted FTEs
who are currently spread among the six City Departments. We recommend the City have
the CSA benchmark San Francisco's citywide construction management staff organizational
structure against comparable cities.

DPW'’s staffing structure contrasts with the staffing of large construction firms.

Historically, construction firms maintained a deep staff of trades people and specialists.
Large contracting firms along with cities like Portland observed that the variety of
construction projects creates a mismatch between the skills required for current projects
and the skills of their staff. The result is duplicate labor costs when outside firms are
retained. As competitive conditions demanded more cost effective approaches and nimble
operations, construction firms and cities like Portland eliminated internal specialist
departments and developed relationships with subcontracting firms. Interviewees shared
that few major cities maintain a large public works staff of specialty design and engineering
employees.

2. Disparate Policies and Systems

Since the six City Departments manages its own construction projects, it is not surprising
they have developed their own department-specific construction processes and systems.
When more than one city department works on a construction project, it is impossible to
combine department construction information, because data is captured and/or defined
differently. For that reason it is difficult to produce citywide construction project reports.
CSA audits found that DPW and R&P project change orders were difficult to coordinate,
because individual departmental systems and departmental operating procedures were

not aligned. R&P lacks a written change order policy and DPW’s systems are incompatible
with R&P’s workflow for processing change orders.

3. Errors and Omissions

City departments that utilize DPW for architecture and design work assume a risk that they
would not otherwise have if the city department retained an outside firm. City departments
cannot sue DPW for design and omission errors. A DPW design error or omission forces its
City clients to reduce the scope of a project or find additional funding for completion. DPW
acknowledges that there have been issues on some projects, but maintains that all clients
are made whole; some client departments interviewed by the CGJ would disagree.

4. Recreation and Park

One of the six City Departments, R&P, warrants highlighting, because DPW manages all
R&P vertical projects and because R&P projects elicit a lot of citizen input. Although R&P
has expertise in the landscape aspects of construction, it often needs to rely on DPW for
structural projects, from playground centers to tennis courts to bathrooms.
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R&P has a team of nine specialists including project managers, senior planners, architects
and landscape architects. Some are specialists in areas like irrigation or ADA20 access. They
work with DPW on a Memorandum of Understanding where the R&P project manager is
the point person on the job, responsible for maintenance of the project budget and
schedule. Of their 70 active projects, 20% are vertical projects and 80% of all projects are
under $1million. These small projects require extensive public meetings because the
community is more likely to become involved with a neighborhood park remodel than a
pumping station. Indeed a recent San Francisco Chronicle article detailed the renovation of
the 760 square foot restroom in Washington Square Park that had an extensive community
review process and ultimately cost $1.2 million, which was 20% over budget. 21

DPW provides the design services for R&P, however the cost is often higher than what an
outside designer would charge. For small projects, this higher design fee represents a
significant portion of the project budget. Once designed, DPW manages the construction
using its resident engineer team. They handle contractor selection, from the small
universe of contractors willing to do R&P projects. The DPW engineer and R&P project
manager coordinate the completion of the project. Lack of clarity in this shared role
structure leads to problems of accountability for various aspects of the project.

Information Technology

DPW’s current systems environment is complicated and obsolete. More than 20 years ago,
DPW developed an AS 400 system to manage construction project data at a level that was
more granular than what was available from the City’s financial system FAMIS. DPW uses
the Electronic Job Order Accounting System (EJOA) to manage budgets and adherence to
timelines and interfaces with FAMIS in a rudimentary way. EJOA cannot handle on-line
change order management or project updates. These limitations led one manager to say
that they “need to keep really good email trails of decisions.” That said, it should be noted
that several contractors commented on the strong attention to detail of the DPW staff, despite
their lack of adequate information systems.

Things are no better in other areas of the City. The Department of Public Health, for example,
reports that it does not maintain electronic records of originally approved construction contract
amounts at all, thus preventing comparison with amended or modified amounts, unless a manual
review of individual contract document files is made.

FAMIS, the citywide financial system, is targeted for replacement in FY 2018.22 DPW
recognizes the need for common construction project data architecture and improved
project reporting and is developing DPW construction management system specifications
as part of the FAMIS project team. We commend DPW for recognizing the problem and
developing a department plan to address the problem. Individual City departments
recognize the need for new systems to better control an ever increasing project workload.
If the City does not provide leadership, departments will be required to act independently
which will perpetuate the existing lack of integrated citywide construction project
reporting.
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The problem is a citywide problem that should be addressed through the development of a
citywide information technology plan that addresses (i) the coordinated replacement of the
citywide financial system (FAMIS), and (ii) the adoption of citywide construction
procedures, including the implementation of a citywide construction management system.
Replacing FAMIS may improve some reporting, but it is a financial system, not a
construction management application.

As described earlier, DPW lacks an electronic document management system to catalog,
store and retrieve the requisite documentation for change orders. As a result, the
engineering and architecture bureaus within DPW have their own document management
processes. Similarly, there is no centralized database in the City that provides for monitoring
contract change orders. Instead, the information must be obtained from individual departments,
each of which records and reports the information differently, making a consolidated roll-up of
citywide construction information impossible.

We recommend that the Department of Technology (DT) retain a consulting firm with
extensive construction management system expertise to develop citywide systems
requirements for the implementation of a flexible system that thousands of city
construction project employees will be able to use to better manage construction efforts.
However, the need for a construction management system is not addressed in the 2016
Information and Communication Technology (ICT) plan for Fiscal Years 2016-2020. It is
unacceptable for the City to propose to spend in excess of $25 billion dollars over the next
ten years when the City lacks both citywide construction procedures and a citywide
construction management system.

Transparency and Reporting

Understandably, the lack of integrated management systems and failure to follow common
policies and procedures in managing construction projects makes it impossible to get an
up-to-date snapshot of the current status of all active construction projects in the City. In
the current environment, the BLA and the CSA must use a labor-intensive sampling process
to get citywide information instead of using citywide reports.

We found it difficult to work with individual DPW construction project reports when more
than one City department was involved in a construction project. For projects where DPW
is providing specific project services like engineering but not managing the entire project,
DPW project reports only have engineering project cost information. DPW reports that
summarize multiple construction projects are difficult to use because DPW often is not
providing the same client services for all construction projects.

The lack of citywide policies and the inconsistent application of existing policies make it

impossible to create citywide reports that summarize key construction performance
metrics like notices of non-compliance, change orders, actual construction soft costs
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(design, architecture, engineering, etc.) and a comparison of actual project cost to budgeted
project cost. It is impossible to prepare a citywide report of actual construction expenses
for all six City departments, as evidenced by the inability of the CSA to include actual
citywide construction costs in their May 2014 construction audit report. The current
situation where there are no citywide construction reports that compare actual project
spending to original budget for completed projects violates both common sense and basic
good management practice. Allowing the current situation to continue when the majority
of the $25 billion ten-year Capital Plan spending is for construction is unacceptable.

Government construction projects are different from private construction projects, because
they are public projects and subject to many levels of oversight that do not exist in the
private world. Public projects should be subject to citizen oversight and the oversight of
many City Departments. For example, the CMD, (as mentioned earlier) reviews the LBE
component of construction projects. Construction project managers need to deal with
reporting requirements that are unique to each City department that oversees a specific
aspect of a construction project. Government construction projects also have more
stringent project documentation and approval requirements. The City has allowed each of
the six City departments to define and implement departmental solutions rather than
establishing a citywide standard. This silo problem mirrors the city’s information
technology problem that was addressed in the 2011-2012 Civil Grand Jury report, Déja vu
All Over Again. The solution for both problems requires the city to develop a citywide plan
and give one city department the responsibility for designing and implementing citywide
solutions.

Developing a citywide construction reporting solution is a difficult task, because
departments like the PUC and the Airport have a few very large construction projects that
span many years. The Port, MTA, R&P, and DPW have many small construction projects.
376 or 70% of the 535 active DPW projects have a budget of less than $3 million dollars.
Identifying and implementing an enterprise construction management system that fits
departments with large and small projects is difficult. Nonetheless, the current lack of
citywide construction policies and procedures and the inability to generate accurate
citywide construction reports needs to be addressed.

DPW active construction projects - November 2014
#of | %of
Cost of individual projects projects | total
Over ten million dollars 46 9%
Three million to ten million dollars 113 21%
Under three million dollars 376 70%
535 100%

This the problem needs to be addressed to enable citizen oversight of individual
construction projects. Access to information on individual construction projects is not
currently possible, because there are no final reports issued for each completed
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construction project which report original, budgeted project cost and actual project cost as
well as key performance indicators like the actual number, type and cost of project change
orders. According to interviewees, other cities produce reports and/or maintain websites
that provide detailed information on construction projects. The people of San Francisco
deserve the tools to monitor construction spending that is funded by bonds the voters were
asked to approve. Until the City implements citywide construction polices and reporting
standards supported by a citywide construction management system, meaningful
information about construction projects will not be available to the citizens of San
Francisco.

Lack of Independent Oversight

Five of the six City departments report to an independent commission. For example, the
PUC Commission and the R&P Capital Committee are required under Chapter 6 of the Code
to review project change orders when the cumulative cost of change orders for an
individual project exceeds 10% of budgeted project cost. DPW client department projects,
like those for SFFD and SFPD, are subject to the same commission change order oversight.
DPW’s own projects are not subject to the same independent oversight; there is no DPW
Commission.

The BOS plays no role in the approval, ongoing reporting or oversight of any construction
project. The jury was told that the BOS was not given a role in approving construction
contracts to prevent politicizing the process. However, the failure of the BOS to exercise
regular oversight over citywide construction spending needs to be examined. The CG]
cannot find any reason why the BOS should not exercise oversight authority after a
contract has been awarded. A BLA audit noted the lack of scrutiny:23

e Construction contracts are not subject to BOS approval, whereas professional services
contracts over $10 million do require BOS approval. The BOS must approve non-
construction change orders greater than $500,000.

e By comparison, in three other large jurisdictions in California, the threshold amount for a
governing body approval was from $25,000 to $250,000, with some variances for
construction and certain other contracts. Therefore, there is significantly less scrutiny of
contracts required by the BOS for contracts with a value of less than $10 million.

Several BLA recommendations addressed the oversight issue, including (i) lowering the contract
approval threshold to a number consistent with other cities, and (ii) changing the change order
approval threshold to a cumulative amount as opposed to the current single change order
threshold of $500,000.

Perhaps the most important recommendation, and the one with which the CGJ is in total
agreement is this:

The Board of Supervisors should request that all City departments maintain contract
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information in a uniform manner, recording original contract amounts, each change
order and change in contract value, and final contract amounts, to be summarized and
regularly reported to the Board of Supervisors.24

We interviewed employees in other large cities and found that all of the cities had
independent oversight of public works construction projects. All of the cities we
researched required that construction project change orders that exceeded a specific
threshold require city council approval. Other large U. S. cities have implemented
independent oversight of construction projects through the creation of an independent
department of contract management in their DPW department. This unit monitors DPW
construction project adherence to city policies. In these cities, the contract management
department is independent and does not report to DPW architects, engineers or project
managers. :

The lack of BOS oversight of all City construction contracts and the lack of independent
oversight of DPW department construction projects should be remedied.
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FINDINGS

Based on the discussion above, we have the following findings:

F1.

F2.

F3.

F4.

F5.

F6.

DPW should be commended for its adoption of the CMGC and design-build structures
in large-scale projects and the Chapter 6 workgroup should be commended for
working to streamline the construction contracting process in the City.

The current lowest bid-contracting environment is not optimal for the City, since it
increases costs due to additional project change orders, and it reduces the number of
quality contractors willing to bid on City projects.

The complexity of the contracting environment, especially as it relates to LBEs,
reduces the pool of contractors willing to do business with the City, thereby limiting
vendor selection.

Change orders are not managed uniformly across departments, which exposes the
City to increased project costs.

Construction contract close out procedures are not followed, which can result in the
City not receiving the services it contracted to receive.

The variety of construction projects in the City creates a mismatch between the
design and engineering skills required for current projects and the skills of the staff,

F7.

F8.

Fo.

resulting in duplicate labor costs when outside firms are retained and excess capacity
when there is a decline in construction activity.

The lack of integrated construction management systems and the failure to follow
centralized construction management policies and procedures prevents the City from
generating citywide construction reports,

The City does not have an independent management group reviewing citywide
construction performance reports and monitoring adherence to change orders and
construction contract close out policies and procedures.

San Francisco City departments do not issue final reports on construction projects
that are readily available to its citizens.

RECOMMENDATIONS

RI1.

None

R2. The BOS should amend Chapter 6 of the Administrative Code to require contractor

performance as an additional criterion for awarding construction contracts.
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R3. The CGJ recommends that the proposed Chapter 6 amendment make past performance a
construction award criterion for all future City construction contracts including LBE
subcontracts.

R4. The Office of the Controller should implement a standardized change order management
policy and require all City departments to adhere to the new change order policy.

R5. The Office of the Controller should implement a standardized construction contract
closeout policy and require all City departments to adhere to any new policy.

R6. The BOS should request BLA or CSA to benchmark the City’s design and engineering
workforce organizational structure against comparable cities and issue a report within a
reasonable timeframe.

R7. The Mayor should allocate financial resources in the current City budget to fund the
Department of Technology hiring a consulting firm with extensive construction
management expertise to develop citywide system requirements for the implementation of
a construction management system.

R8. Within a reasonable timeframe, the BOS should either request the CSA or BLA, or retain
an outside firm, to benchmark the independent construction management structure of other
cities and develop recommendations applicable to San Francisco.

R9. The BOS should require each City department to issue final project construction reports
within nine months of project completion for all construction projects and for the reports to
be posted on each department’s website.

REQUEST FOR RESPONSES

Pursuant to Penal Code section 933.05, the grand jury requests responses as follows:

Findings Recommendations Response Required

F1. DPW should be None
commended for its adoption
of the CMGC and design-build
structures in large-scale
projects and the Chapter 6
workgroup should be
commended for working to
streamline the construction
contracting process in the

City.
F2. The current lowest bid- R2. The BOS should amend BOS
contracting environmentis | Chapter 6 of the Administrative
not optimal for the City, Code to require contractor

since it increases costs due | performance as an additional
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to additional project change
orders, and it reduces the
number of quality
contractors willing to bid on
City projects.

criterion for construction
contracts.

F3. The complexity of the
contracting environment,
especially as it relates to
LBEs, reduces the pool of
contractors willing to do
business with the City,
thereby limiting vendor
selection.

F4. Change orders are not
managed uniformly across
departments, which exposes
the City to increased project
costs.

R3. The CGJ recommends that the
proposed Chapter 6
amendment make past
performance a construction
award criterion for all future
City construction contracts

including L.BE subcontracts.

R4. The Office of the Controller
should implement a
standardized change order
management policy and
require all City departments to
adhere to any new change
order policy.

BOS

Mayor

BOS
Mayor

Office of the Controller

F5. Construction contract close out
procedures are not
followed, which can result
in the City not receiving the
services it contracted to

R5. The Office of the Controller
should implement a standardized
construction contract closeout
policy and require all City
departments to adhere to any new

BOS

Mayor

receive:.

policy:

Office of the Controller

F6. The variety of construction
projects in the City creates a
mismatch between the
design and engineering
skills required for current
projects and the skills of the
staff, resulting in duplicate
Iabor costs when outside
firms are retained and
excess capacity when there
is a decline in construction
activity.

R6. The BOS should request the
BLA or CSA to benchmark the
City’'s design and engineering
workforce organizational
structure against comparable
cities and issue a report.

BOS
Mayor
Office of the Controller

DPW

F7.The lack of integrated
construction management systems
and the failure to follow
centralized construction

R7. The Mayor should allocate
financial resources in the current City
budget to fund the Department of
Technology hiring a consulting firm

BOS
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management policies and
procedures prevents the City from
generating citywide construction
reports

with extensive construction
management expertise to develop
citywide system requirements for the
implementation of a construction

Mayor

Office of the Controller

management system.
DPW
F8. The City does not have an R8. The BOS should either request | BOS
independent management the CSA or BLA, or retain an
group reviewing citywide outside firm, to benchmark Mayor

construction performance
reports and monitoring
adherence to change orders
and construction contract
close out policies and
procedures.

the independent
construction management
structure of other cities and
develop recommendations
applicable to San Francisco.

Office of the Controller

F9. San Francisco City
departments do not issue
final reportson
construction projects that
are readily available to its
citizens.

R9. The BOS should require all City
departments to issue final project
construction reports within nine
month of project completion for
all construction projects and for
the reports to be posted on each
department’s website.

BOS
Mayor

Office of the Controller

Grand Jury.

Reports issued by the Grand Jury do not identify individuals interviewed. Penal Code section 929 requires that reports of the
Grand Jury not contain the name of any person or facts leading to the identity of any person who provides information to the
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GLOSSARY

Change Orders — Work that is added or deleted from the original scope of work for a contract

Close Out Procedure — The process by which an awarding agency ensures that all provisions of

the contract have been fulfilled

Construction Management General Contractor - A process whereby an owner engages a
contractor during the design process to provide input into the constructability of the design

Design-Build - A method to deliver a construction project where the design and construction are

delivered by the same entity

Punch list - A list of tasks to be completed at the end of a construction project

Turnkey Solution - An approach that can be immediately implemented in a given business

process

ACRONYMS

BLA — Budget and Legislative Analyst

BOS — Board of Supervisors

CGJ — Civil Grand Jury

CGOBOC — Citizens’ General Obligation Bond Oversight Committee
CMD — Contract Monitoring Division

CSA - City Services Auditor

DT — Department of Technology

DPW — Department of P.ublic Works

FTE — Full-Time Equivalent

HRC — Human Rights Commission

LBE — Local Business Enterprise

MTA - Municipal Transportation Agency

PUC - San Francisco Public Utilities Commission
R&P — Recreation and Park Department

SFFD — San Francisco Fire Department
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THE CIVIL GRAND JURY

The Civil Grand Jury is a government oversight panel of volunteers who serve
for one year. It makes findings and recommendations resulting from its investigations.

Reports of the Civil Grand Jury do not identify individuals by name.
~ Disclosure of information about individuals interviewed by the jury is prohibited.
California Penal Code, section 929

STATE LAW REQUIREMENT
California Penal Code, section 933.05

Each published report includes a list of those public entities that are required to
respond to the Presiding Judge of the Superior Court within 60 to 90 days,
specified.
A copy must be sent to the Board of Supervisors. All responses are made available
to the public. '
For each finding the response must:
1) agree with the finding, or
2) disagree with it, wholly or partially, and explain why.
As to each recommendation the responding party must report that:
1) the recommendation has been implemented, with a summary

explanation; or .

2) the recommendation has not been implemented but will be within a set
time frame as provided; or

3) the recommendation requires further analysis. The officer or agency head
must define what additional study is needed. The Grand Jury expects a
progress report within six months; or

4) the recommendation will not be implemented because it is not warranted
or reasonable, with an explanation.
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Summary

In mid-2014, local media published articles on the San Francisco Fire Department
(SFFD) that focused on the fact that SFFD ambulances were not responding to
dispatches often enough and fast enough. The Civil Grand Jury was moved to
investigate these allegations. We found out that “often enough” means that SFFD
was not fulfilling the mandate of its Exclusive Operating Area (EOA) agreement with
the-State of California in which SFFD agreed that it would respond to 80% of all
emergency medical dispatches issued by the Department of Emergency Services .
(DEM). The remaining 20% would be handled by private ambulance providers. And
“fast enough” meant that SFFD was not answering life threatening (Code 3)
dispatches in 10 minutes or less 90% of the time. It was also not answering non-
life-threatening (Code 2) dispatches in 20 minutes or less 90% of the time.

In the course of our inquiries about SFFD we discovered that the SFFD training
facility at Treasure Island (TI) is living on borrowed time because the current
agreement with Treasure Island Development Authority (TIDA) calls for the facility
to be demolished to make room for public parkland. The Department has no plan to
replace the facility.

Both issues demonstrate the importance of strategic planning for SFFD. The
Department has no multi-year approved strategic plan for replacement of fire
suppression or emergency response equipment, or for the replacement of the TI
training facility. Nor does it have adequate plans for comprehensive training for
rank and file in response to a natural or human-caused disaster.

As a result of our investigation, we recommend that SFFD:

* Develop a strategic plan that addresses achieving EOA requirements,
maintains a working fleet of response vehicles and plans for infrastructure
improvements;

e Modify the Emergency Medical Technician deployment system to ensure
comprehensive City coverage; and

e Quickly develop a plan to either continue the use of the training facility on
Treasure Island or acquire land for a new training facility for its replacement.

We make these recommendations realizing that SFFD must protect a rapidly
growing City with increased public safety needs.
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This Civil Grand Jury recognizes the great history of SFFD. We are aware that
firefighters put themselves in peril every day, and some have made the supreme
sacrifice. The people of San Francisco have shown their gratitude in many ways.

The Civil Grand Jury wants to express its gratitude for the service the SFFD provides
to San Franciscans. In this report we make recommendations intended to improve
SFFD operations.

( Methodology

The Civil Grand Jury conducted 33 interviews with SFFD leadership, rank and file
firefighters and paramedics plus various City department heads. We present an
investigative report that considers two main concerns: emergency response issues
and the future of the SFFD training facility on Treasure Island.

Our research included a review of reports of prior Civil Grand Juries as well as the
Budget and Legislative Analyst's 2014 Performance Audits. We requested and
analyzed a cross section of data from SFFD. We used information from reports
generated by SFFD on staffing and equipment inventory as well as the San
Francisco’s 10 Year Capital Plan and reviewed the TIDA plans for Treasure Island.
The Civil Grand Jurors also toured the 911 Dispatch Center, Treasure Island
Training Center, Station 1, Station 35, Station 49, the Fire Boat and SFFD
headquarters. Finally, we used reference material garnered from the websites of
SFFD, San Francisco Firefighters Local 798, TIDA, the City and County of San
Francisco, and comparable metropolitan fire departments.
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A: Emergency Response Issues

Discussion

The San Francisco Fire Department (SFFD) is the third largest in California after Los
Angeles and San Diego with an operating budget of $356 million. 91% of the budget
is spent on salary and benefits. There are 43 stations (referred to as firehouses)
throughout the City, three stations at San Francisco International Airport, and
Station 49 which houses emergency vehicles and supplies. (See Appendix 1 for
locations of firehouses.)

For most of its history, SFFD did not respond to purely medical emergencies. Prior
to 1997, a separate agency known as Emergency Medical Services (EMS) performed
this function. In that year, the two agencies merged and EMS has become a large
part of what SFFD does.

The 1997 merger was the topic of a 2003-2004 Civil Grand Jury report, “The Merger
of Emergency Medical Services and the San Francisco Fire Department: A Match Made
in Heaven or Shotgun Wedding?” The report described the merger as a way to get
better and faster deployment of emergency medical services and to better utilize the
rich resources of the SFFD. The report exposed unforeseen complications arising
from the “culture clash that occurred between the two services and the extreme

criteria were established to measure the merger’s success or failure.

In response to the merger, the Department developed what it called a “static”
deployment of paramedic-staffed firehouses. Paramedics were assigned to each
firehouse. But the model resulted in the following operational deficiencies and
work force concerns:

- Inability to meet fluctuating demand for ambulance service and work
force concerns,

e 24 hour shifts resulting in fatigue issues for paramedics 1

"o Fair Labor Standards Act overtime and compensatlon issues resulting in
litigation and increased costs.

1SF Fire Commission meeting December 3, 2007.
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In 2009 the Department completed conversion to a “dynamic” deployment model
designed to enhance scheduling, increase efficiency, and improve response times by
stationing ambulances at locations throughout the City rather than at “static” fixed
locations.3

The dynamic model has worked better than the static model, but there remain
problems that the Civil Grand Jury investigated. We compared applicable
performance standards to actual performance, looked at training for both fire
fighters and emergency services staff, and, based on complaints from interviewees,
investigated data on the equipment SFFD is using..

Applicable Performance Standards

Several performance standards provide benchmarks for response times and call
volume. Response times are quantifiable determinants assigned by the State
Emergency Medical Services Agency (EMSA) through the Local Emergency Medical
Services Agency (LEMSA). SFFD is required to respond to a medical dispatch within
2 minutes of notification 90% of the time for Code 3 life-threatening emergencies. It
must respond within 4 minutes 30 seconds for Code 2 non-life-threatening
emergencies 90% of the time. These standards are measured by tracking the time
between “Dispatch” the time from receipt of call to sending a response vehicle, and
“Response” the time from receipt of dispatch order to arrival on scene.

The volume of emergency calls SFFD responds to is set in the Exclusive Operating
Area (EOA) agreement between EMSA and SFFD granting SFFD the right to respond
to 80% of emergency calls, leaving response to the remaining 20% to contracted
private ambulance providers. The EOA agreement enables the City to be paid for
emergency transport services providedZ.

Even though response time can be measured, it is extremely difficult to generalize
from it, as many extraneous factors influence how fast an ambulance can get across
town. (For more information on performance standards, see Appendix 4).

A LEMSA standard states that the Rescue Captain staffing ratio “shall be one on-
duty Rescue Captain for every 10 Advanced Life Support (ALS) ambulances in order
to maintain a reasonable span of control and availability for field response.” In 2014,
there were only 3 Rescue Captains each supervising 20 ambulances.

Lastly, San Francisco voters passed Proposition F in 2005 requiring SFFD to
maintain and operate firehouses and equipment 24 hours a day, 7 days a week. (See
Appendix 5 on Proposition F).

Z per the City's Health Code, (http://www.dhcs.ca.gov/provgovpart/Pages/GEMT.aspx) specifically Article 3

Section 128.1(a)1, the Board of Supervisors has authorized the Department to charge for these services. Rates
can be adjusted annually by Medical CP, and are currently set at $1,869 for transport, $416 for treatment with
no transport, and $35 per mile.
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Actual Performance

In 2014, 76.9% of all emergency calls were for medical emergencies. Fire
suppression calls represented 23.1% of the emergency calls3. Medical calls have
increased 5.5% between 2007 and 2013. Engines and trucks as well as ambulances
respond to emergency medical calls. These numbers do not exclude false alarms.

The Civil Grand Jury learned that SFFD is not meeting the performance standards
established by the State, set out in the EOA, and overseen locally by LEMSA.

In 2014, the Mayor, concerned about reports that emergency vehicles were
responding too slowly, called for the formation of an Ambulance Working Group# to
investigate those reports. That group’s final report, dated February 2015, found a
greater than 6% decrease in overall medical response times since August 2014. In
January 2015, the average response time represented a 10% decrease. Reports
generated by SFFD staff show response time progress, but the Department s still
not achieving the EMSA mandates for Code 3 response time 3:

90th
percentile
. Average (Min) (Min) On-Time Performance
2015/01 7.29 12.07 82.96
2015/02° 7.19 12.11 82.85
2015/03 6.84 10.98.- ~ 86.46
2015/04 6.93 11.13 86.22
2015/05 6.89 11.35 85.69
2015/06 6.72 10.82 87.08

Source: SFFD

Instances in which first responders arrive at a scene and subsequently request an
ambulance with a paramedic on-board be sent are termed “medic to follow.” The
Ambulance Working Group reviewed the frequency and response times for “medic
to follow” requests. A Department analysis shows that 25% of “medic to follow” calls
took longer than ten minutes in the outlying parts of the City, particularly those
furthest away from a hospital where ambulances tend to congregate between calls.
(See Heat Map below)

The Budget and Legislative Analyst conducted a Performance Audit of Emergency
Medical Service Resources in 2014. Since the SFFD must improve its response time

3 Per SFFD staff report, June 2015
4 The Ambulance Working Group was formed at the request of the Mayor in 2014 to review ambulance response
times and call volume,
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to emergency medical calls in order to maintain its EOA, it recommended the
following operational efficiencies to achieve the EOA mandate:

Additional ambulance shifts,

Additional staffing,

Replace aging ambulance fleet, and

Cross-training of new uniformed employees (entry level firefighters).5
Cross trained firefighters are able to handle both fire suppression and
emergency medical responses but few stations have firefighters who are
cross-trained as paramedics. '

BN e

In our research, we were struck by the following:

¢ In spite of the dynamic model, ambulances cluster around the hospitals,
which are located in the Mission, Western Addition, Parnassus Heights and
downtown areas; no such clustering exists in the outlying western
neighborhoods (Battalions 7, 8, 9 and10).

¢ For ambulances dynamically stationed in the western neighborhoods and
requiring replenishment of supplies during their normal shift, an inordinate
amount of time is consumed in traveling to and from Station 49 (located in
the southeastern part of San Francisco at 1415 Evans Street).

¢ Response times for ambulances to the outlying western neighborhoods
suffer as fewer ambulances are available. (See the red sections of the map
below)

5 Performance Audit, june 2014.
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Source: SFFD

Challenges

The primary reasons for failing to meet EMS response time standards are: EMS
staffing and ambulance deployment, aging equipment, working conditions,
population trends, and the absence of strategic planning.

1. Siaffing and Ambulance Deployment

The Budget and Legislative Analyst’'s 2014 Performance Audit found the
Department’s inventory management and controls to be inefficient. Paramedics and
emergency medical technicians (EMT’s) are responsible for restocking and cleaning
ambulances at the beginning and end of their shifts, thereby reducing the time EMTs
are available to respond to emergencies. The audit observed that civilians could be
assigned those tasks.
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During the Civil Grand Jury’s tour of Station 49, we were also told that SFFD could
use civilian personnel to take over the tasks of restocking and cleaning ambulances
at a cost saving to the City; such personnel would cost less than the paramedics and
EMTs who currently do the job. We learned that the Department has hired a few
“storekeepers” for restocking and cleaning, but not enough to relieve paramedics

- from these tasks.

The Department of Emergency Management (DEM) is responsible for receiving 911
calls and dispatching resources to SFFD and SFPD. With few exceptions, DEM
dispatchers do not have EMT or paramedic experience but are trained to adhere to a
set of protocols which guide them in dispatching appropriate emergency resources.
One rescue captain and two lieutenants from SFFD provide subject matter expertise
for the SFFD dispatches. The “Fleet Seat” is a DEM employee who is responsible for
supervising the appropriate dispatch of SFFD suppression and emergency vehicles.
All DEM dispatch personnel rotate through different assignments, taking calls for
police, fire, and EMS.

Historically, there have not been enough daily ambulance shifts to meet the EOA
80% requirement. In order to increase market share, the City would need to add
three ambulance shifts (16 FTEs)® during the peak hours from 6:30 AM to 6:30 PM.

SFFD is in violation of the Administrative Code 7 that requires the Department to
maintain four static ambulances based at firehouses. The Department transitioned
all of its ambulance fleet to dynamic deployment in September 2009, and thus is
currently in violation of the Code.

When a private ambulance and an SFFD ambulance are equidistant to an incident,
the private ambulance is more likely dispatched because all private ambulances.
have paramedics on board while not all SFFD engines have assigned paramedics;
this can lead to a “medic to follow “request. Partly because of this, SFFD continues
to struggle to meet its 80% market share requirement.

2. Aging Equipment

Another reason for slow response times is a chronic lack of serviceable ambulances.
The ambulance fleet is aging; more than a few need to be permanently retired. As
time is of the essence in responding to medical calls, dependable ambulances are a
must.

The useful life span for a SFFD ambulance is 10 years. In 2014 almost 50% of the
fleet exceeded the 10-year life span. As of February 2014 the average mileage for

6 Performance Audit, pg. 14, June 2014.
7 San Francisco Admin Code Section 2A.97.
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these older ambulances was 158,299 and the average repair cost per vehicle over its
lifetime could be as much as $162,554. (See Appendix 3: Rig Inventory). The
Department does not track the number of ambulances out of service on a daily

basis 8 but Department officials note that as many as one-third of the ambulance
fleet may require servicing at any given time. 19 new ambulances were placed into
service in spring 2015. However, the Department ambulance fleet of 54 vehicles
requires regular replacement of aged equipment as well as upgrading technology on
all SFFD vehicles. (See Appendix 6 Technology Needs).

3. Working Conditions

The Civil Grand Jury observed less than optimum working conditions for
paramedics at Station 49. Some key issues for this facility include:

"o More than 100 paramedics and other Department personnel use Station 49 on a
daily basis. This facility was not originally designed for ambulance storage and
does not adequately accommodate this number of people and equipment. For
example, there are only three bathrooms, two for men and one for women.

e Station 49 lacks essentials for the staff who work out of there. There is no water
fountain, no kitchen or break room, unsafe street parking for employee vehicles,
a deteriorating interior and exterior, and an inadequate security system.

The Ambulance Working Group noted in its final report that Station 49 is to be
replaced with a new, state of the art facility. Plans for this $40 million facility will be
incorporated into the City’s upcoming 10 Year Capital Plan and into the anticipated
2016 Health Bond.

4. Population Trends

Growth in the City’s population is one of the reasons for increased demand in
emergency medical services. Between 2000 and 2013, the population of San
Francisco grew by 7.8%. The Association of Bay Area Government projects the
population of San Francisco will increase by another 35% in three decades.? San.
Francisco also has a high daytime commuter population. According to the 2006-
2010 American Community Survey, the resident population during that period
averaged 798,172 but the daytime population during the same period was 951,627,
‘which is 21% higher than the resident population.10

At the same time that the Bay Area population is growing, it is also growing older.
In 2014, residents over 65 constituted 22% of the total City population, thus
increasing the number of emergency medical calls from elderly residents.

8 Ibid. .

92014 Performance Audit of Emergency Medical Services Resources at the San Francisco Fire
Department. June 2014, p.24. S

10 See www.onesanfrancisco.org.
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The effects of rapid population growth are apparent to anyone who lives in, works
in or visits San Francisco. Traffic is a growing problem along with available street
parking. It takes longer to travel in many parts of the City, not just downtown. The
City is growing vertically with the development of many high-rise offices and
housing. Each of these issues affects the SFFD and their ability to respond in a timely
manner to fire and medical emergencies. For example, ladders on SFFD fire trucks
can only extend to the 6t story of a high rise. These problems will continue to
intensify as more people occupy San Francisco.

5. Lack of Strategic Planning

Strategic development is vital to SFFD in order for it to provide the City with a safety
net. Without it, plans cannot be made to meet future needs created by changing
demographics, catastrophic events, aging obsolete equipment, and staffing needs
resulting from attrition. Population growth will impact SFFD’s ability to keep San
Francisco safe.

SFFD is remiss in not planning adequately to provide service in the event of a great
natural disaster. It cannotignore the reality that San Francisco is a City that sits
near the San Andreas earthquake fault and has already suffered major natural
disasters. Livingin a time when a terrorist strike on San Francisco could be a reality
rather than a movie, we asked SFFD personnel about the training they receive to
respond to a disaster. Their responses indicated that such training is not provided,
particularly for rank and file.

Strategic planning would provide SFFD with necessary tools such as performance
analysis, research, continuous quality improvement, risk management, and grant
writing functions. Since at least 2002, the Budget and Legislative Analyst has
recommended that the Department formally conduct strategic and organizational
planning. '

The SF Fire Commission meets regularly with SFFD leadership to consider budget,

. personnel and other Department business. The Fire Commission should oversee the
development and monitor the implementation of a strategic plan, including
receiving regular performance reports from the Chief of Department with detailed
action plans, including dates. -
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Findings

F_1.1 SFFD continues to fail to meet EOA response time standards, resulting in lost
revenue for the City.

F_1.2 The current dynamic dispatch model fails to meet EMSA response times in the
western neighborhoods of the City (Battalions 7, 8, 9 and 10) for several
reasons, chief among them the long distance from Station 49 for re-stocking an

- ambulance during a working shift and the long distance from hospitals, where
ambulances tend to congregate in the natural course of their duty.

F_1.3 A number of firehouses are without paramedic-level service due to a shortage
of firefighter /paramedics. The shortage is caused by insufficient cross training
of personnel and insufficient training for paramedics.

F_1.4 SFFD has reduced the mandatory minimum of four Rescue Captains to three,
resulting in an increase in span of control from a recommended 10 ambulances
per Rescue Captain to 20.

F_1.5 SFFD has no formal strategic plan and is not creating such a plan in the near
future; the Fire Commission seems a natural group to assist the Chief in this
very important venture.

Recommendations

R_1.1 Thatby December 2015 the Chief develop a plan and the methodology for
bringing response times for both Code 2 and Code 3 calls to required levels,
and that the Department achieve compliance with EOA standards by
December 2016.

R_1.1.1 The Fire Commission should require the Chief to prepare a monthly report
on ambulance performance versus the EOA and the average number of
ambulances capable of responding to a service call.

R_1.2 That by July 2016, the Chief institute a modified static/dynamic model of
ambulance deployment to include ambulances based at stations in Battalions

7,8, 9, and 10, with the remaining ambulance fleet operating out of Station
49.
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R_1.2.1 The Civil Grand Jury recommends the number of supply trips from Station
49 be reduced through implementation of a secure inventory reserve at some
stations or by contracting with a medical supply company to restock supplies
at fire houses.

R_1.3 That by July 2017, the Chief schedule sufficient training so that all engines will
have a paramedic on every crew.

R_1.4 That the span of control for Rescue Captains be reduced in the next fiscal year,
bringing the Department into compliance with Admin Code 2A.97.

R_1.5 That by December 2015 the Chief, using funds allocated in the next budget
year, contract with an experienced consultant to initiate a strategic plan
covering: full funding for equipment renewal; facilities maintenance and
updates; communication technology; and training for both normal operations
and disasters.
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B. Treasure Island Training Facility

Discussion

SFFD’s Treasure Island Training Center (TITC), which occupies 4.82 acres on
Treasure Island and was originally used by the Navy as its firefighting training
center, serves as the primary facility for training recruits. The Department has a
year-to-year lease with the Treasure Island Development Authority (TIDA) for use
of the property. There is an additional limited training center at Station 7 at 19t
and Folsom Streets, which concentrates on fire suppression training in a multi-story
building. ‘

TIDA is a non-profit, public benefit agency dedicated to the economic development
of former Naval Station Treasure Island. It is vested with the right to administer the
Tidelands Trust property. TIDA is also responsible for administering vital municipal
services to Treasure and Yerba Buena Islands during interim use of the property.11

Hands-on training is essential and critical for firefighters and paramedics. TITC has
multiple on-site training facilities including a burn house that can be ignited with
propane lines without actually burning the house down. Pipes carry propane in such
a way that, when ignited, the propane flames do not actually touch the wood in the
house. There is also part of a BART car and Muni tracks, a high-rise prop, and an

elevator prop where personnel can practice techniques to extricate people from
elevators. These props also have propane lines that ignite during a training exercise.
Personnel train on a large area of broken concrete shards, developing the expertise
to safely cross such an area in full gear. TIDA development plans calls for a shared
fire/police station on Treasure Island, but there is no provision in the plan for
retaining the SFFD training center.

Those Command Staff, civilian staff, and Commissioners who were interviewed have
the highest praise for the current training center. A sample of comments follows:

“[The] TI training center absolutely is a need.”

11 The Treasure Island Conversion Act of 1997 was written to avoid dual-agency administration of .
the redevelopment of TL The Act became effective in 1998, and provided the authority to make TIDA
the sole redevelopment agency for TI, giving it redevelopment taxing power and amending the
Burton Act to make TIDA a Tidelands Trust Trustee for TL The significance of this act for the SFFD
training facility on TIis that requests for amendments to the agreement on the use of the land the
facility sits on, reside with the trustee, which is TIDA.
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“...Losing the TI training center is going to be one of the greatest losses to the
Department.” ;

“TI [training center] is a very impressive training facility.”

“If we lose [TI], that will be really stupid.”

“This is a huge issue for the Department.”

“TI [training center] is of great value to the Department. It is immeasurable.”
“Training is the backbone of who we are.”

We have learned that a plan for a replacement training facility is on the deferred list
of the City’s Capital Budget at an estimated cost of $160 million. Meanwhile, TIDA
estimates development on TI can begin as early as 2023. The intended new use of
the land currently used by the Department for the training facility is to convert it to
public parklands. .

TITC is used by other City departments and regional organizations on a cost
recovery basis. Many other agencies including SFPD, City College of San Francisco,
Fire Rescue Service, CAL Fire, SF Sheriff's Department, BART, and other regional fire
and rescue organizations use the training center. In our talks with TITC personnel,
the idea was expressed that additional fees be charged beyond cost recovery.

The TITC personnel also discussed the possibility of TITC moving to another
location on T1.

Findings

F_2.1 The City could save a significant amount of the $160 million currently
earmarked for a new training facility by keeping the current training center on
T], even if improvements were required.

F_2.2 Wherever located, SFFD training center requires a significant amount of
property as well as special safety considerations, since it must have propane
storage tanks plus other facilities and props that can simulate a variety of fires.

. F_2.3 Most fire departments in the region do not have training facilities comparable
to the TI training center (or the new SFFD training center that would replace
it). Some of these agencies use the TITC for training and would likely continue
use if it remains available, even if the fee structure was converted to include
revenue for SFFD and the City.
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Recommendations
The Civil Grand Jury recommends:

R_2;1 That the Chief review the current agreement with TIDA to determine whether
it is possible to amend the agreement so as to retain the existing location of the
training facility.

R_2.2 That TIDA review its current agreement with SFFD to determine whether it is
possible to amend the agreement so as to retain the existing location of the
training facility.

R_2.3 That, while Recommendations 2.1 and 2.2 are being explored, the Chief and
the Fire Commission determine an alternate site for the training center since, if
an already City-owned site is not adequate to serve as a training center, the
purchase of a new site will be more than difficult in the current real estate
market.
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Response Matrix

| Finding Recommendation Respondent

F_1.1 SFFD continues to fail to meet | R_1.1 That by December Chief of
EOA response time standards, 2015 the Chief develop Department,
resulting in lost revenue for a plan and the Commission
the City. methodology for

. bringing response

times for both Code 2
and Code 3 calls to
required levels, and
that the Department
achieve compliance
with EOA standards by
December 2016.

R_1.1.1 The Fire Commission
should require the Chief
to prepare a monthly
report on ambulance
performance versus the
EOA and the average
number of ambulances
capable of responding to
a service call.

F_1.2 The current dynamic
dispatch model fails to meet EMSA | R_1.2 Thatby July 2016, the | Chief of

response times in the western Chief institute a Department
neighborhoods of the City modified

(Battalions 7, 8, 9 and 10) for static/dynamic model

several reasons, chief among them of ambulance

the long distance from Station 49 deployment to include

for re-stocking an ambulance ambulances based at

during a working shift and the long stations in Battalions 7,

distance from hospitals, where 8,9, and 10 with the

ambulances tend to congregate in remaining ambulance

the natural course of their duty. fleet operating out of
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Station 49.

R_1.2.1 The Civil Grand Jury
recommends the
number of supply trips
from Station 49 be
reduced through the
implementation of a
secure inventory
reserve at some
stations or by
contracting with a
medical supply
company to restock
supplies at firehouses.

F_1.3 A number of firehouses are R_1.3 That by July 2017, the Chief of
without paramedic-level Chief schedule sufficient new | Department
service due to a shortage of training academies so that all
firefighter/paramedics. The engines will have a paramedic
shortage is caused by on every crew.
insufficient cross training of
personnel and insufficient
training for paramedics.

F_1.4 SFFD has reduced the Chief of
mandatory minimum of four | R.1.4 That the span of control | Department
Rescue Captains to three, for Rescue Captains be
resulting in an increase in reduced in the next fiscal
span of control from a year, bringing the
recommended 10 ambulances Department into
per Rescue Captain to 20. compliance with Admin

: Code 2A.97.

F_1.5 SFFD has no formal strategic | R_1.5 That by December 2015 | Chief of
plan and is not creating such a the Chief, using funds Department,
plan in the near future; the allocated in the next Commission

Fire Commission seems a
natural group to assist the
Chief in this very important
venture.

budget year, contract
with an experienced
consultant to initiate a
strategic plan covering:
full funding for
equipment renewal;

San Francisco Fire Department
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facilities maintenance
and updates;
communication
technology; and training
for both normal

- operations and disasters.

F_2.1 The City could save a R_2.1 That the Chief review Chief of
significant amount of the $160 the current agreement Department
million currently earmarked for a with TIDA to determine

new training facility by keeping the . whether it is possible to

current training center on TI, even amend the agreement so

if improvements were required as to retain the existing

location of the training
facility.

F_2.2 Wherever located, SFFD : TIDA
training center requires a R_2.2 That TIDA review its Treasure
significant amount of current agreement with | Island
property as well as special SFFD to determine Director
safety considerations, since it whether it is possible to
must have propane storage amend the agreement so
tanks plus other facilities and as to retain the existing
props that can simulate a location of the training
variety of fires. facility.

F_2.3 Most fire departments in the | R_2.3 That while
region do not have training Recommendations 2.1 Chief of
facilities comparable to the TI and 2.2 are being Department,
training center (or the new explored, the Chief and Commission

SFFD training center that
would replace it). Some of |
these agencies use the TITC
for training and would likely
continue use if it remains
available, even if the fee
structure was converted to
include revenue for SFFD and
the City.

the Fire Commission
determine an alternate
site for the training
center since, if an already
City-owned site is not
adequate to serve as a
training center, purchase
of a new site will be more
than difficult in the
current real estate
market.
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Appendix 1: Map of Stations

Tuvigir location of Tire Stabions on map,
use *soonr+in® finchior otk the PDF reader.
Fur Fire Stafion addresses, navigude brck

Io he *Fire Station Lacations’ page.

Note: Does not included Station 49, Station 4, or Airport Firehouses
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Fire Station Locations

Station 1
Station 2
Station 3
Station 4
Station 5

| Station 6
Station 7
Station 8
Stétion 9
Station 10

‘Station 11
Station 12
Station 13

Station 14
Station 15

Station 16
Station 17

Station 18
Station 19

Station 20

Appendix 1A: Station Locations

935 Folsom at 5th Street

1340 Powell Street at Broadway -
1067 Post Street at Polk Street

449 Mission Rock at 3rd Street

1301 Turk Street at Webster Street
135 Sanchez Street at Henry Street
2300 Folsom Street at 19th Street

36 Bluxome Street at 4th Street

2245 Jerrold Avenue at Upton Street
655 Presidio Avenue at Bush Street
3880 26th Street at Church Street
1145 Stanyan Street at Grattan Street
530 Sansome Street at Washington Street

551 26th Avenue at Geary Boulevard
1000 Ocean Avenue at Phelan Avenue

2251 Greenwich Street at Fillmore Street
1295 Shafter Avenue at Ingalls Street

1935 32nd Avenue at Ortega Street
390 Buckingham Way at Winston Street

285 Olympia Way at Clarendon Avenue
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Station 21

1443 Grove Street at Broderick Street

1290 16th Avenue at Irving Street

San Francisco Fire Department

Station 22

Station 23 1348 45th Avenue at Judah Street

AStation 24 100 Hoffman Avenue at Alvarado Street
Station 25 3305 3rd Street at Cargo Way

Station 26 80 Digby Street at Addison Street

Station 28 1814 Stockton Street at Greenwich Street
Station 29 299 Vermont Street at 16th Street

Station 31 441 12th Avenue at Geary Boulevard
Station 32 194 Park Street at Holly Park Circle
Station 33 8 Capital Streét at Broad Street

Station 34 499 41st Avenue at Geary Boulevard
Station 35 Pier 22%, The Embarcadero at Harrison Street
Station 36 109 Oak Street at Franklin Street

Station 37 798 Wisconsin Street at 22nd Street
Station 38 | 2150 California Street at Laguna Street
Station 39 1091 Portola Drive at Miraloma Drive
Station 40 2155 18th Avenue at Rivera Street

Station 41 1325 Leavenworth Street at Jackson Street
Station 42 2430 San Bruno Avenue at Silver Avenue
Station 43 720 Moscow Street at France Avenue
Station 44 1298 Girard Street at Wilde Avenue
Station 48 800 Avenue I at 10th Street, Treasure Island
Station 49 1415 Evans Avenue at Mendell Street

25



Station 51

Division and Battalion Stations

Division 2:

Battalion 1
Station 2
Station 13
Station 28
Station 41

Division 3:

Battalion 2
Station 3
Station 6
Station 21
Station 29
Station 36

Battalion 10

Station 9

Station 17
Station 25
Station 37
Station 42
Station 44

Airport Division Station Locations

Station 1

Battalion 4
Station 5
Station 10
Station 16
Station 38

Station 51 .

Battalion 3
Station 1
Station 4
Station 8
Station 35

Station 48

Building #650, West Field Road
San Francisco International Airport

Station 2

Building #1064, North Access Road
San Francisco International Airport

218 Lincoln Blvd at Keyes Avenue

Battalion 7
Station 12

- Station 14

Station 22
Station 31
Station 34

Battalion 6
Station 7
Station 11
Station 24
Station 26
Station 32

Battalion 8
Station 18
Station 19
Station 20
Station 23
Station 40

Battalion 9
Station 15
Station 33
Station 39
Station 43
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Station 3 :
Building #12, South Area Drive
San Francisco International Airport
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Appendix 2

San Francisco Fire Department
High Level Organization Chart

Fire Commission

Chief of Department

J

Deputy Chief, Administration

Deputy Chief, Operations

Support Services

Human Resources

Training

1

Homeland Security

I

Finance

!

Planning and Research

—
Physician’s Office

I 1 T
Diviston 2 Division 3 Fire Prevention
Battalion 1 Battalion 2 and Investigation
Stations 2,13,28,41 Station 3,6,21,29,36
Battalion 4 Battalion 3
Stations 5,10,16,38,51 Station [,4,8,35,48
Battalion 7 " Batialion 6
Stations 12,14.22,31,34 Station 7,11,24,26 32
Battalion 8 Battalion 9
Stations 18,19,20,23 40 Station 15,33,39,43
Battalion 10
' Station 9,17,25,37,42,44
Special Operations S ——
Emergency Medical Services
o
Aimport Division i
Fire Stations 1,2,3 Emergency Communications
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Trucks

Appendix 3: Rig Inventory
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Frontline (Green)
Relief (Yellow)
Retire (Red)
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Appendix 4: Performance Standards

Exclusive Operating Area

The State of California grants to the City the right to an Exclusive Operating Area
(EOA) to respond to 80% of emergency calls, leaving the remaining 20% to
contracted private ambulance providers. EOAs are a tool by which the State
Emergency Medical Services Authority (EMSA) ensures the effectiveness and
success of a medical transportation system. An EOA is an EMS area which restricts
operations to designated provider(s) of emergency ground ambulance service. .
Although the EOA agreement authorizes SFFD to respond to a minimum of 80% of
all emergency medical calls, the Department has not achieved this minimum
requirement since the EOA was reinstated in 2012.

In 2014 the Budget and Legislative Analyst conducted a Performance Audit of
Emergency Medical Services and the San Francisco Fire Department at the request
of the Board of Supervisors.1? The audit found the Department’s failure to meet the
EOA market share threshold of 80% resulted from insufficient ambulance shifts. The
audit recommended that the Department add three ambulance shifts during peak
times, ’

The Performance Audit further recommended improved logistics at Station 49
where ambulances are housed, stocked and cleaned by paramedics and EMTs before
and after shifts. Due to continued budget constraints the Department has been
unable to hire civilian staff to perform these duties. Doing so would increase the
amount of shift time that ambulances are actually in service and responding to calls.

The Department reduced the number of management positions in the EMS division
despite an increase in the number of EMS calls. The reduction in the number of field
rescue captains in particular, is a direct violation of the City’s Administrative Code
2A.97 as adopted by the Board of Supervisors which requires:
“...In addition to the apparatus housed within each neighborhood firehouse
as of January 1, 2004...the Fire Department shall maintain and operate 24 .
hours per day the following: an arson/fire investigation unit; no fewer than
four ambulances; and four Rescue Captains.”13

In response to this Performance Audit finding, the Chief noted, “the necessary
changes to shift to cover a 24-hour operation would trigger labor relations issues
that may not have a favorable outcome for the Department...rather, the Department
is exploring technological improvements to inventory tracking.” 14

12 2014 Performance Audit of Emergency Medical Services Resources at the San Francisco Fire
Department. Budget and Legislative Analyst, June 2014.

13 City and County of San Francisco Adm. Code 2A.97.

14 Performance Audit, pg. 37.
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National Fire Protection Association Standard 1710

The National Fire Protection Association (NFPA) has established time standards for
fire and medical responses. Standard 1710 define response time goals for various
stages of response to an emergency incident. While NFPA 1710 is not a legal
requirement, it provides a standardized guideline followed by many cities across the
country, including, San Francisco, Los Angeles, Chicago, Houston, Dallas, and Boston.
The NFPA standards for turnout time (from notification to beginning of travel) and
travel time range from 80 seconds turnout time for fire incidents, 4 minutes or less
travel time for fires, 60 seconds turnout time for EMS incidents, 4 minutes or less for
basic life support, 8 minutes of less travel time for advanced life support.

San Francisco EMSA Pre-Hospital Provider Response Time Standards

The EMSA sets emergency response time standards, provides leadership in
developing and implementing EMS systems throughout California, and sets
standards for the training and scope of practice of EMS personnel. Day-to-day EMS
system management is the responsibility of the local and regional EMS agencies. It is
principally through these agencies that the EMS Authority works to promote quality
EMS services statewide.
The following goals for emergency response time as defined in Policy 4000, Section
4 of the San Francisco EMSA Agency Policy Manual state:
“Emergency Dispatch Centers shall ensure that an appropriate Advanced
Medical Priority Dispatch System response determinant is assigned and the
approved response vehicles for that determinant are notified of the
assignment within 2 minutes, 0 seconds 90% of the time for all
presumptively defined life-threatening emergencies.”15

“The SFFD shall ensure that responders capable of performing Basic Life
Support (BLS) and defibrillation are on scene of all presumptively defined
life- threatening emergencies within 4 minutes and 30 seconds, 90% of the
time.

Providers shall ensure that responders capable of performing Advanced Life
Support (ALS) are on the scene of all presumptively defined life-threatening
emergencies with 7 minutes and 0 seconds, 90% of the time.

Providers shall ensure that a Patient Transport Capable Vehicle, staffed by at
least 2 people including one paramedic and permitted as an ALS ambulance
by the EMS agency, is on the scene of all Code 2 (non-life-threatening
emergencies) within 20 minutes, 0 seconds 90% of the time.”16

15 San Francisco EMSA Agency Policy Manual, Policy 4000, Section 4.
16 Ibid. :
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Appendix 5: Proposition F

San Francisco voters passed Proposition F (also known as the Neighborhood
Firehouse Protection Act) in 2005, which established new baseline service level
requirements for the operation of San Francisco firehouses. These service levels
require SFFD to “maintain and operate firehouses and emergency apparatus at the
same location to the same extent as existed on January 1, 2004” 17 and requiring all
fire stations to remain open 24 hours a day, seven days a week. The Department’s
budget for fire suppression increased by 44.0% from FY 2007-2008 to FY 2012-
2014, which is significantly higher than the 17.6% increase in emergency calls
during the same period. In order to meet minimum staffing levels required by
Proposition F, the Department increased the use of suppression overtime by nearly
100% from FY 2009-2010 to FY 2012- 2013. 18 Section 2A.97 of the City
Administrative Code outlines the mandate created in Proposition F.

A memorandum of understanding with San Francisco Firefighters Local 798 sets
minimum staffing requirements for engines of one officer and 3 firefighters, and for
trucks of one officer and 4 firefighters. Local EMSA policy requires all ALS units to
have at least one paramedic on board. Thus, the SFFD engines designated as ALS
must have one cross-trained firefighter/paramedic and 2 regular firefighters in
addition to an officer., The Department must also maintain a minimum of 4 static
ambulances based at firehouses.1?

17 See City and County of San Francisco Administrative Code 2A.97.
18 See 2014 Performance Audit of Emergency Medical Responses at SFFD
19 San Francisco Fire Commission, Resolution 2007-06.
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Appendix 6: Technology Challenges

Critical to effective communication in SFFD is the availability of current technology.
SFFD is working with the Department of Technology to upgrade existing T1 lines in
some firehouses, but the Civil Grand Jury was surprised to learn that many stations
still do not have a fiber connection to the City’s infrastructure and most of the 33
stations are not Wi-Fi equipped. Keeping the Department current with basic
hardware, software and new technology are absolutely necessary in today’s IT
environment. These efforts will also bring SFFD in line with current IT standards
and practices, increasing reliability, timely service response, enable data integration
and foster collaborations with command staff and other City agencies. The sharing
of critical information can help firefighters and emergency responders handle

- situations and limit risk to the public. Keeping technology current will improve .
recovery time if the event of a disaster or outages. '

SFFD should have access in the field to mobile equipment, hand-held devices and
services for remote installation and updates to current applications; this will help
improve access to real time information. According to the Department of
Technology timeline, all T1 lines will be replaced with fiber by March 2016. In
addition to the SFFD base budget proposal, is a request for $823,407 for additional
IT support.
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Glossary

ALS - Advanced Life Support: Persons trained in ALS can provide high-level
emergency medical service

ALS engine: An engine staffed with an officer, a driver (firefighter) and a firefighter-
EMT and firefighter-Paramedic

Ambulance: A vehicle equipped to assess, treat and transport medical patients. Also
known as Medic Units

Ambulance Working Group: a task force created by the Mayor in the fall of 2014
and led by the Mayor’s Director of Budget, to tackle the issues of response times
and ambulance inventory

BLS - Basic Life Support: Persons trained in BLS can provide Cardio-Pulmonary
Resuscitation (CPR), basic first aid and patient transport.

Code 2: non-life-threatening injuries

Code 3: life-threatening injuries

Command Staff: Executive members of the SFFD, respon51b1e for the day-to-day
operation and long range planning

DEM - Department of Emergency Management: [s divided into two groups,
Division of Emergency Communications and Division of Emergency Services

Department; in this report, refers to the San Francisco Fire Department

DPH - San Francisco Department of Public Health

DPW - San Francisco Department of Public Works

EOA - Exclusive Operating Area: the San Francisco EMS Agency asked the

California EMSAuthority to review and reconsider their 2008 decision which
rescinded the Exclusive Operating Area (EOA) that San Francisco operated
under since 1981 pursuant to Section 1797.224. In 2012, the Exclusive
Operating Area in San Francisco was reestablished for the purposes of 911
responses.

EMS - Emergency Medical Services

EMT - Emergency Medical Technician: A person trained and certified in BLS.
SFFD requires that all firefighters must have EMT- 1 licensures

Emergency Medical Response times: The SFFD responds to two types of calls,
Code 2 and Code 3. Code 2 calls are non-life-threatening; Code 3 calls are those
that are life threatening.

EMSA - Emergency Medical Services Authority

Engine: A fire suppression apparatus staffed by an officer and three firefighters and
equipped with a pump, hose and water supply

Firefighter: A person trained in fire suppression.

Firefighter-EMT: a person trained in fire suppression and BLS.
Firefighter-Paramedic: A person trained in fire suppression who is also a licensed
paramedic capable of delivering ALS emergency medical care as well as BLS.

H3 Level 3: Firefighter/Paramedic who completed SF County Paramedic training
. LEMSA - Local Emergency Medical Services Authority
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Medic to follow: refers to situations where an engine or truck is at a scene and an
ambulance has been dispatched but is not already at the scene

~ Medic Unit - A staff of either two firefighters/paramedics or one

firefighter/paramedic and one firefighter-EMT: Medic Units provide ALS
treatment and transport of ALS and BLS patients suffering in medical
emergencies. The term “ambulance” is used in this report for medic unit.

MOU - Memorandum of Understanding: a document that specifies a certain
agreement between parties, in this case, between the City and County of San
Francisco and San Francisco firefighters Union, Local 798, IAFF and AFL-CIO.

NFPA - National Fire Protection Agency: is a United States trade association that
creates and maintains private, copyrighted, standards and codes for usage and

" adoption by local governments. This includes publications from model buildings
codes to the many on equipment utilized by firefighters while engaging in
hazardous material (hazmat) response, rescue response, and some firefighting.
NFPA is responsible for 380 codes and standards. :

Paramedic: A person with ALS training. He/she must have a State of California
Paramedic license, ALS card, EMT-P accreditation card and valid California
driver’s license. ) ,

Rescue Captain: Supervisory personnel responding to suppression calls from fire
stations.

Rig: term used to describe vehicles used by the Fire Department

SFFD - San Francisco Fire Department

SFPD - San Francisco Police Department

Suppression: The purpose of fire suppression is to either put out a fire or stop it
from propagating.

TIDA - Treasure Island Development Authority: responsible for the plans and
development of Treasure Island. A Board of seven Directors rules TIDA, all of
whom are appointed by the Mayor.

TITC - Treasure Island Training Center

Truck - called “hook and ladder”: Trucks are staffed with an officer (lieutenant or
captain), a driver (firefighter), a tiller (firefighter), one firefighter-EMT and one
firefighter. Trucks carry ladders and fire equipment. Trucks are used to provide
height access, rescue and ventilation. '
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CIVIL. GRAND JURY

July 15, 2015 -

Ms. Angela Calvillo

Clerk of the Board of Supervisors
City Hall, Room 244

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

Dear Ms. Calvi|lo,‘

The 2014 — 2015 Civil Grand Jury will release its report entitled, “Unfinished Business: A Continuity Report on
the 2011-12 Report, Déja Vu All Over Again” to the public on Monday, July 20, 2015. Enclosed is an advance
copy of this report. Please note that by order of the Presiding Judge of the Superior Court, Hon. John K. Stewart,
this report is to be kept confidential until the date of release (July 20th).

California Penal Code §933 (c) requires the responding departments to comment within 60 days to the Presiding
Judge of the superior court, with an informational copy sent to the board of supervisors, on the findings and
recommendations pertaining to matters under the contro! of that department, county officer or agency head.

California Penal Code §933.5 states that for each finding in the report, the responding person or entity shall
indicate one of the following: (1) agree with the finding; or (2) disagree with it, wholly or partially, and explain
why. :

1) That the recommendation has been implemented, with a summary of how it was implemented;

2) That the recommendation has not been but will be, implemented in the future, with a timeframe for
implementation;

3) That the recommendation requires further analysis, with an explanation of the scope of that analy5|s anda
timeframe for discussion, not more than six months from the release of the report; or

4) That the recommendation will not be implemented because it is not warranted or reasonable, with an
explanation.

Please provide your response to Presiding Judge Stewart at the following address:
400 McAllister Street, Room 008
San Francisco, CA 94102-4512

Respectfully,

énice Pettey, Koreéperson

2014 — 2015 Civil Grand Jury

City Hall, Room 482
1 Dr. Carlton B Goodlett Pl, San Francisco, CA 94102
Phone: 415-554-6630
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THE CIVIL GRAND JURY

The Civil Grand Jury is a government oversight panel of volunteers who serve for one year. It
makes findings and recommendations resulting from its investigations.

Reports of the Civil Grand Jury do not identify individuals by name,
Disclosure of information about individuals interviewed by the jury is prohibited.
California Penal Code, section 929

STATE LAW REQUIREMENT
California Penal Code, section 833.05 .

Each published report includes a list of those public entities that are required to respond to the
Presiding Judge of the Superior Court within 60 to 90 days, as specified.
A copy must be sent to the Board of Supervisors. All responses are made available to the public.

For each finding the response must:

1) “agree with the finding, or
2) disagree with it, wholly or partially, and explain why.

As to each recommendation the responding party must report that:

1) the recommendation has been implemented, with a summary explanation; or

2) the recommendation has not been implemented but will be within a set timeframe
as provided; or _ :

3) the recommendation requires further analysis. The officer or agency head must
define what additional study is needed. The Grand Jury expects a progress
report within six months; or

4) the recommendation will not be implemented because it is not warranted or
reasonable, with an explanation.
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Executive Summary

In 2012, the San Francisco Civil Grand Jury (CGJ) issued a report on the
technological environment and culture of the City’s government. Called Déja Vu All
Over Again: San Francisco’s City Technology Needs A Culture Shock, it covered the
governing structure and management of technology citywide and focused on its key
players including the Mayor, the Committee on Information Technology (COIT), the
Department of Technology (DT), the City Chief Information Officer (City CIO), and
departmental Information Technology (IT) units. This 2015 Continuity Report
examines what has happened, and not happened, since 2012, to the management of
City technology, looking particularly at five of the nineteen recommendations from
the original report.

Although specific recommendations were rejected, much has changed including:
o the structure and reporting relationship of COIT;

e changes in the senior leadership of DT, the creation of new offices, and
streamlining the CIO Review process;

e more communication among departments through CIO forums and informational
sessions; . :

o amuch improved Five-Year plan and funding for technology;

¢ near-completion of the email and data center consolidations; and—
e development of an IT asset management system.

While these changes have led to improvements in city technology, some of the problems
identified in the 2012 report continue to exist. The City has not prioritized the funding of
much-needed network infrastructure investments. The DT does not serve departments
well and has proposed a planned reorganization as a remedy. With a 20% DT vacancy
rate, understaffing, particularly in its business analyst positions, has hampered new DT
and other departmental initiatives. A skills inventory capability within the new eMerge
PeopleSoft system has not been developed to enable City employees with skill sets in
demand to be identified. The Department of Human Resources’ (DHR) new IT
recruitment and hiring efforts are not expected to make a significant enough change to fill
all vacant IT positions. More drastic measures need to be taken, including consideration
of Charter change to make selected IT positions “at will.”
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This report recommends that: |

@) the Mayor and Board of Supervisors (BOS) prioritize the creation of an
upgraded and consolidated network infrastructure and monitor, through
reporting and evaluation, the reorganization of DT}

(i)  the Office of the Controller give greater priority to development of a skills
inventory capability in the eMerge PeopleSoft system;

(iii) DHR present the results of their new recruitment and hiring initiatives and
report monthly on IT hiring; and

(iv) DT hire more business analysts and launch a taskforce to consider more
options for IT recruitment, hiring, job classifications, and other
alternatives to the current system.

Background

The technology environment of the City and County of San Francisco has been the
study of several audits, consulting studies, and CG]J reports over the years. One of the
more recent efforts was the 2011-12 San Francisco CGJ Report, Déja Vu All Over
Againl; San Francisco’s City Technology Needs A Culture Shock. This report was the
2014 winner of the Robert Geiss Excellence in Reporting Award sponsored by the
California Grand Jurors’ Association. '

The Déja Vu report focused on San Francisco’s governing structure and management
of technology citywide. The 2011-12 Jury reviewed the workings of DT, COIT (the
citywide technology policy and planning body), the City CIO, and departmental IT
units, some of which have their own CIOs. The report presented a comprehensive
picture of dysfunction and waste, caused by a stifling culture, a lack of leadership, as
well as competing decision-making and operational processes at the departmental
level. It pointed out the inefficient architecture of different departments using
multiple email platforms and data centers and the corresponding failure of the City
to optimize its scale opportunities and savings through consolidation. Deja Vu also
described an environment with software systems and hardware platforms that had
been outmoded for decades, managed by an organization without sufficient
expertise, and an administration without the political will, to modernize the IT.
environment. In addition, the report noted that the City was not in compliance with
an Administrative Code requirement mandating two public members be appointed
to COIT. :

The report found that there was a lack of basic information, particularly regarding

the equipment and software licenses owned by the city, and the need for a citywide
IT asset management database which would enable DT: “to identify duplication in,
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and opportunities to share, equipment and licenses”?; set schedules for equipment
upgrades and replacements; and consolidate future purchasing, :

The 2011-12 Jury also evaluated the human resources constraints in the technology
arena. It asked the City to build a database of IT skill sets possessed by its staff to
better match those skills to department needs, identify skill resources and voids,
and develop appropriate training opportunities. This was seen as a first step toward
the establishment of a more creative and dynamic IT work environment.

It also emphasized the need for a formal and substantial evaluation of DT, This
evaluation would first set a baseline level for DT performance against which annual
measures of client satisfaction and system performance could be compared. -

Finally, the report dealt with a need for a citywide staffing plan which would include
a Charter change to classify IT personnel as “at will”3 and therefore exempt from
Civil Service requirements, including formal testing to establish eligibility. This
would facilitate hiring in the highly competitive IT environment of the City. In lieu of
such an exemption, the Jury asked for the development of a plan to accelerate IT
hiring in order to keep pace with changing technologies and technical demands.

The 2011-12 Jury made nineteen recommendations to remedy these problems,
including; :

e changes in IT governing and reporting structures;

e increased staffing of COIT;

e appointment of two public members to COIT;

e improvements to, and departments’ compliance with, the Information and
Communication Technology (ICT) Five-Year Plan;

e periodic evaluations of DT;
e the creation of an asset management system;
o the creation of a skills database;

e revisions to the Charter to allow for the hiring of IT personnel on an “at will”
basis or at least a speed-up of the hiring process; and

e stronger and more consistent leadership from the Mayor.

The 2014-15 CGJ chose to review changes in citywide IT governance that had
occurred since the 2011-12 report and five of its nineteen recommendations. Our
intent was to evaluate the progress the City had made in implementing programs, as
a result of the report, and to understand what factors may have impeded progress.
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In so doing, it was clear that many changes had occurred in the City’s IT
environment in the intervening years. Many of the positive changes, we believe,
were due to the focus the 2011-12 report had put on key issues. However, in the
course of our research, we became aware of some flaws in the original report and
discovered new concerns. The goal of this continuity report is to note the prior
report’s impact and to draw attention to the continuing problems we found. Our
hope is that, as a result of this report, the City will be motivated to adequately fund
its IT citywide network infrastructure and related personnel needs. Directing
attention to these critical areas should move a future jury to once again do a full
investigation of this vital citywide function. ' '

Methodology

The Jury interviewed staff and managers from the Office of the Mayor, members of

- the Board of Supervisors, the Office of the Controller, DT, COIT, City Attorney,
Municipal Transportation Agency, DHR, Department of Recreation and Park, and the
Department of Building Inspection. We also reviewed the 2011-12 CGJ report, some -
of the responses to that report from the Mayor and individual departments,
documents supplied by various departmental staff and the COIT website, including
the most recent Five-Year ICT Plan.

Discussion

Changes to SF City Technology Management Since 2011-12

Déja Vu was a highly controversial report that found few areas of agreement about
its findings and recommendations among the Mayor, the Board of Supervisors, and
the individual departments. The Mayor denied that significant technology problems
existed citywide and rejected more than half of the report’s recommendations. Some
of the recommendations in the report, which were rejected and remain as issues
today, include:

e The Mayor does not issue Directives around IT projects, to clearly establish
his priority in this area, and feels no need to do so;

e The Five-Year ICT Plan is still the standard for developing budget and staffing

plans for citywide IT and measuring adherence to those plans, although the
2011-12 CGJ] wanted the plan to be more comprehensive and strategic;
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 The City CIO position was not elevated in authority or separated from DT; no
dotted line relationships with departmental CIOs were thought necessary to
foster more cooperation in consolidation projects; and

e No audit of DT management practice has occurred, although many inside and
outside of DT want an audit. DT would welcome an audit, but only after
significant progress is made within the department.

Only two recommendations were adopted to improve the structure of SF City
Technology: appointment of two non-voting, non-City employee members to sit on
COIT and the provision of more support for COIT.

Even though specific recommendations were rejected, according to interviewees
many changes have taken place because of the 2011-12 Report, including:

] Hir{ng a new City CIO and senior leadership team within DT. The leadership
team now includes positions that were not previously staffed, including a
Director of Service Delivery and Director of the Project Management Office; -

= Moving COIT from DT to the Mayor’s Office, and in July 2014 to the City
Administrator’s Office for higher-level control and leadership, restructuring
its committees (allowing more focus and accountability on budgeting and
performance) and adding more full-time-equivalency (FTE) staff positions;

m  Improving the ICT Plan, though still not a fully strategic document, and
ensuring compliance by instituting performance reporting;

m Establishing a Project Management Office and supporting training with the
Center for Project Management for DT staff and selected personnel in other
departments;

= Convening regular CIO Forums and information sessions organized by DT
and COIT and attended by representatives of DT and departmental IT units,
with the goal of improving communication across departments; and

m  Streamlining, with near-term plans to digitize, the CIO Review process to
meet the needs of the departments.

These changes in management structure, according to interviewees, have led to
greater potential savings and set the City and County on the road to more
cooperative relationships among departments. The consolidations of the citywide
email systems and data centers are prime examples. Only 10% of City employees
were under the consolidated email system at the time the 2011-12 report was
issued, now 90% are. The nine data centers have been consolidated into four.

There is also greater funding (a proposed $91 million over the next five years)
coming from the Mayor for major IT projects, centered on the Financial Systems
Replacement Project, Public Safety & Public Service Radio Replacement, and the
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Property Tax Database, but not for the network infrastructure on which these
projects will rest.

Without a proper network, the $91 million is at risk. Over the years DT has
requested $20 to $15 million for their “Fix the Network” project, but the City has
only been willing to allocate $8 million over the next five years. The City needs to
prioritize the creation of a shared services strategy and network infrastructure
upgrades and consolidation to ensure the success of their upcoming major IT
projects.

While many are optimistic about the future,* in our interviews with several
departments, we continued to hear complaints of DT’s lackluster service
performance. Some see DT as focusing on high-level projects, while neglecting day-
" to-day services. For others, dealing with DT is a headache because of siloes within
the department. Departments with varied needs or requests must interact with
different people within DT to have all their needs met. One DT unit does not
necessarily know where to refer departments for other project, computer, or
telephony issues, for example. Few departments are lucky enough to have a single
point of contact for their many needs. Perhaps even more damning, though, is the
lack of credibility DT has with its clients; clients do not want to entrust their
technical needs to DT, because they believe DT does not have the competence or
staff to deliver results in a timely way. This was the case three years ago, and it
seems it still is. :

To address these concerns, DT recently instituted a reorganization of their technical
operations that includes the consolidation of their data center, network and
applications teams under a single service delivery director. It has also begunto .
establish a new customer service division. Within this group are the service desk,
network operations center, project management, and the client engagement unit
which will identify a designated resource for each major department/client within
the City. DT needs to build credibility and trust, to actually deliver on promises, and
the CGJ hopes that this reorganization effort will begin that process. Some clients
recognize that service failures are due to DT’s severe understaffing in key areas.
These staffing voids need to be addressed not just with funding but with new
recruiting and hiring structures, which we will discuss below. Business analysts are
a particular need and are lacking in several DT units.

The Office of the Controller or the Budget and Legislative Analyst should consider
the management and organizational issues within DT (as recommended by the
2011-12 CGJ) to evaluate the current process of flows and identify changes that
could improve service delivery. Additionally, a future CGJ should fully investigate
the Department of Technology, so it does not remain a weak link.
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Status of Selected 2011-12 CGJ Recommendations

1. Recommendation 4: COIT appoint 2 non-voting, non-City'
employee members to sit on COIT without further delay.

According to the San Francisco Administrative Code Chapter 22A.4(a)(2): .

There will be two additional non voting [sic] members of COIT selected by
the voting members of COIT. These individuals cannot be employees of the
City and County of San Francisco and shall have expertise in fields of ICT
innovation and advances, emerging ICT applications, and public policy issues
related to ICT. '

At the time of the CGJ investigation, no public members had ever been appointed to
sit on COIT. As of June 2015, these positions are held by Charles Belle and Alex Polvi.

2. Recommendation 13: The City CIO and the Controller create a
citywide asset management system for ICT equipment.

The City embraced this recommendation. DT’s Citywide IT Asset Management
system will pilot launch within the next six months, focusing first on DT’s internal
assets, because it has the highest concentration of equipment with the top
associated dollar value. The expectation is that DT will create an inventory of
hardware and software; identify duplicate licenses and maintenance contracts,
highlight underutilized and redundant machinery, and provide quantifiable scale
opportunities when negotiating with vendors.

Currently, there are about five asset management systems in the city. Eventually, the
new system will pave the way for subsequent department rollouts and more
consolidation through 2017.

3. Recommendation 14: The City CIO and DHR create a citywide
skills database for personnel, to catalog such skills as
programming languages, web development, database,
networking, and operating systems.

The 2011-12 CGJ envisioned a separate skills database for IT personnel with the
hope that such an inventory would ensure continuing congruence between IT skills
and the business needs of departments. Similarly, the intent was that appropriate
training would be offered to reconcile the difference. Access to the database would
be granted to department heads who could then draw on the talents of all IT
employees, no matter their work locations, creating a more fluid and creative work
environment for the resolution of IT problems. This approach was strongly
supported by Local 21, but viewed by some interviewees as “utopian.”
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The City responded that, as part of the development of its new centralized human
resources management system, eMerge PeopleSoft will have the capacity to allow IT
personnel to update their profiles, including skills and training records, on the
system. It can be done either through employee self-service or via DHR. However,
this essential update capability has not been fully defined and is not expected for a
number of years.

As planned and for privacy reasons, so far only individual employees and their
Department Heads are to have access to such information. That said, it is possible
for a CIO in one department to ask a departmental CIO, if she has any people with,
for example, Sequel server skills. Department employees could be borrowed by
other departments to advise or work on a particular project, similar to the work
order system that is now in place. However, interviewees said, given the current
level of communication among departmental CIOs, it is unclear whether they would
use this referral function.

4. Recommendation 15: Revise the Charter so that all vacant and
new technology positions be classified as Group Il exempt
positions. ‘

One of the chronic problems throughout the City and County is the hiring process.
As part of its mandate to periodically review employment practices, the City
Services Auditor in the Controller’s Office issued a report titled How Long Does It
Take to Hire in the City and County of San Francisco? in April 2015. One of the
motivations for the report is the fear that “lengthy hiring processes may discourage
highly qualified applicants from applying for City jobs and if they do apply, they may
accept other offers while waiting to hear from the City.”® This was a problem
recognized by the 2011-12 CGJ that led to Recommendation 15.

This point is underscored in the hiring of IT personnel; the glacial pace of hiring
greatly impacts the service that IT units and DT can provide. According to figures
supplied by the Office of the Controller for April and May 2015, the overall
comparative position vacancy rates for the City and County are:

Entity | Vacancy Rate (%)
Citywide (all positions) 100/;
Citywide (IT positions) 14%
Department of Technology positions 20%

The excruciatingly long time to hire is partly due to the procedures required by the
Civil Service System (CSS). Several interviewees commented that for many new
technology workers, being part of the CSS is not an advantage; new tech workers
often look at their jobs as two- to three-year commitments, and want the flexibility
of “at will” employment. The current City IT hiring policies preclude this. Moreover,
the overwhelming demand for technical talent puts the City’s slow hiring process at
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a distinct disadvantage. As one interviewee described it, Salesforce can make an
offer to a star candidate on the spot. Even if San Francisco can get its timing down to
three months, that candidate will be gone.

Déja Vu called for all future IT positions to be classified as “at will” and therefore
exempt from the CSS. This change was, for the reasons identified below, clearly too
far-reaching. However, there are other potential options. For example, those senior
staff who are exempt from overtime, those designated as “Z” under DHR's system,
could be considered exempt from Civil Service on a going-forward basis.
Alternatively, greater flexibility could be given, under new DHR rules, to the CIO
and/or his designates to identify highly-rated temporary project-based personnel
for transfer to civil service positions, bypassing the need for eligibility exams.

Exempting any staff member from the CSS, be it one classification or many, requires
a change in the City Charter. In addition, it requires negotiation with Local 21. Most
importantly, it requires the political will to make the change, one that is overdue for
the City. '

5. Recommendation 18: Pending revision of the Charter, the
Mayor develop methods for speeding up the hiring process for
ICT personnel.

The City’s commitment to the CSS is deep. When the 2011-12 report was issued,
many in the City rejected the idea of a Charter revision to enable “at will” hiring until
alternatives could be explored. In response to the 2011-12 CGJ Report and
recommendation, an IT Hiring Group was formed by DHR to make improvements in
the recruitment and hiring for IT positions. It included representatives from the
Mayor's Office, the Office of the Controller, DT, larger City departments, and the
unions.

The IT Hiring Group has developed new techniques including recruitment on social
media sites, such as LinkedIn, Facebook, and Twitter; partnering with
CareersInGovernment; posting jobs on job boards and aggregators such as Dice,
GitHub, Stack Overflow, Coroflot, Behance, and Indeed.com; and the development of
marketing videos for YouTube.6 The focus of the marketing strategy is on “... solving
complex and interesting public service challenges, doing service to the community
[... and] the opportunity to have a work/life balance.”” Work/Life balance appeals
to tech workers who may be burned out by long hours in the corporate sector.

A recruiter was hired for these initiatives. However, the recruiter does not
exclusively work on IT job recruitment. Also, the focus in terms of job fairs seems to
be local only. The City and County does not send recruiters outside the local area.

- Given the demand for technology talent in our local area, this failure to recruit
elsewhere is short-sighted.
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For the hiring process, DHR instituted an expedited IT hiring pilot project. Its goal
was to reduce the time for establishing an eligibility list for two IT positions, 1053:
IS Business Analyst - Senior and 1054: IS Business Analyst - Principal. This would
then decrease the hire time from the current interval of six to eight months to 30-50
days. This goal would be accomplished by delivering a new pilot examination on-
line, un-proctored, but still utilizing position-based testing. After passing the core
examination, candidates would be sent a link to an on-line oral test designed to
measure narrower skill sets, by responding to situational questions regarding
special conditions associated with these positions. Departmental subject-matter
experts are given access to these videos to rate candidates and establish the
eligibility list. Departments can also conduct candidate interviews on-line to make
the final selection. This means that candidates do not have to be in San Francisco for
testing on a set day and time. This was a problem with the prior system. The new
process can widen the pool of applicants. If the pilot is successful, it will be rolled
out to other positions.

Interviewees from departments did not expect much impact or benefit from the new
process. Some IT units within departments have few vacancies or no need for 1053
and 1054 positions. Client departments seemed skeptical that a dent could be made
in the problem. The CGJ was told that preliminary results of the pilot would be
available in late March. No results have yet been shared.

To date, the DHR pilot project has not gone far enough to assist IT units and DT in
their staffing needs. A new taskforce needs to be established to consider other ways
to improve IT hiring including:

e the development of more IT internship opportunities (paid and unpaid);

¢ increased compensation, benefits, training, and better working conditions to
make City IT positions more competitive with the private sector;

¢ aplan for recruiting IT staff using videos to focus on innovative projects and
testimonies by existing IT personnel of what they like about their jobs; and

o an IT recruiter who would travel to job fairs at colleges and universities that

are known for their computer science programs and general job fairs in
regions with high concentrations of tech firms.

Conclusions

The City and County should be commended for the strides it has made in creating a
more effective and cooperative technology environment in order to solve common
problems. Significant progress has been made on its consolidation projects,
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including email and data centers, and other citywide initiatives. However,
continuing problems exist and need to be aggressively addressed. Primary among
them is the hiring of IT personnel.

F1.

F2.

F3.

F4.

F5.

Fé.

F7.

R1.

R2.

R3.

Findings

The City has not prioritized critical network infrastructure investments, as
demonstrated by their failure to fund essential network improvements.

Significant problems still exist within DT that limit the services it provides to
departments, largely due to their inability to fill job positions and funding
constraints.

The planned reorganization of DT to designate a responsible party to each
department could be a positive step in building DT’s credibility.

DT lacks business analyst capabilities to launch new initiatives and implement
processes to make DT more efficient and effective.

The skills inventory capability of the eMerge PeopleSoft system, as currently
configured, will not enable Department Heads to quickly identify City
employees with skill sets in demand.

DHR’s efforts through the IT Hiring Group to stimulate IT recruitment and
streamline IT hiring will not sufficiently impact departmental IT units and DT.

The absence of a way to quickly bring in technology resources, whether on an

“at will” or CSS basis, puts the City at a great disadvantage in hiring and
potentially at risk in all of its technology initiatives.

Recommendations

‘The Mayor should prioritize network infrastructure and fully fund the

required investment in this foundational platform.

The Mayor and Board of Supervisors should require a six-month and twelve-
month report on the status of the DT reorganization.

A user satisfaction survey should be sent to all DT clients, before the end of
2015 and later in six months after the reorganization, to assess whether the
new accountability structure is making a difference for clients.
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R4,

R5.

R6.

R7.

R8.

R9.

R10.

The Office of the Controller should develop the skills inventory capability in
the eMerge PeopleSoft system to update IT employee skills by the end of FY15-

16.

DHR should publicly present the results of its pilot IT hiring process to the
Mayor and the Board of Supervisors before the end of CY2015.

DHR should issue a monthly written report.to the Mayor and Board of
Supervisors showing the number of open IT positions at the beginning of the
month, the number of new IT positions requisitions received in the current
month, the number of IT positions filled in the current month, the number of
open IT positions at the end of the month, and the average number of days
required to fill the IT positions closed in the current month.

DT should launch a taskforce to recommend options for recruiting and hiring
IT staff, particularly on an “at will” basis. :

The Mayor and Board of Supervisors should calendar an interim review of

taskforce proposals within six months of its convening,.

The Mayor and Board of Supervisors needs to allocate funds to DT for a
recruiter dedicated exclusively to DT and other IT units’ staffing needs.

and new initiatives.

Response Matrix

DT needs to hire business analyst talent for the taskforce, new reorganization,

Findings

Recommendations

Responses Required

The City has not
prioritized critical
network infrastructure

 Iinvestments, as

demonstrated by their
failure to fund essential
network improvements.

1. The Mayor should
prioritize the
network
infrastructure and
fully fund the
required investment
in this foundational
platform.

Mayor

Board of Supervisors

Significant problems
still exist within DT
that limit the services it
provides to

2. The Mayor and
Board of
Supervisors should
require a six-month

Mayor

Board of Supervisors
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departments, largely
due to their inability to
fill job positions and
funding restraints.

The planned
reorganization of DT to
designate a responsible
party to each
department could be a

. positive step in building
DT’s credibility.

. DT lacks business .

analyst capabilities to
launch new initiatives
and implement
processes to make DT
more efficient and
effective.

and twelve-month
report on the status
of the DT
reorganization.

3. A user satisfaction

-survey should be
sentto all DT
clients, before the
end of 2015 and
later in six months
dafter the
reorganization, to
assess whether the
new accountability
structure is making
a difference for
clients.

Department of Technology

4. The Office of the

The skills inventory Mayor

capability of the Controller should

eMerge PeopleSoft develop the skills Board of Supervisors
system, as currently inventory capability

configured, will not in the eMerge Office of the Controller
enable Department PeopleSoft system

Heads to quickly ‘to update IT Department of Technology
identify City employees employee skills by

with skill sets in the end of FY15-16.

demand.

DHR’s efforts through 5. DHR should publicly | Mayor

the IT Hiring Group to present the results

stimulate IT " of its pilot IT hiring | Board of Supervisors
recruitment and process to the

streamline IT hiring Mayor and the Department of Human
will not sufficiently Board of Resources

impact departmental Supervisors before

IT units and DT. the end of CY2015.
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6. DHR should issue d

monthly written
report to the Mayor
and Board of
Supervisors
showing the
number of open IT
positions at the
beginning of the
month, the number
of new IT position
requisitions
received in the
current month, the
number of IT
positions filled in
the current month,
the number of open
IT positions at the
end of the month,
and the average
number of days
required to fill the
IT positions closed
in the current

month.
7. The absence of a way to . DT should launcha | Mayor
quickly bring in taskforce to
technology resources, recommend options | Board of Supervisors

whether on an “at will”
or CSS basis, puts the
City ata great
disadvantage in hiring,
and potentially at risk,
in all of its technology
initiatives.

for recruiting and
hiring IT staff,
particularly on an
“at will” basis.

The Mayor and

Board of

Supervisors should
calendar an interim
review of taskforce
proposals within six
months of its
convening.

. DT needsa

recruiter dedicated

Department of Technology

exclusively to DT
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and other IT units’
staffing needs.

10. DT needs to hire
business analyst
talent for the
taskforce, new
reorganization, and
new initiatives.

Reports issued by the Grand Jury do not identify individuals interviewed. Penal Code section 929 requires that
reports of the Grand Jury not contain the name of any person or facts leading to the identity of any person who
provides information to the Grand Jury.

Bibliography

City and County of San Francisco. Information & Communication Plan: Fiscal Years
2016-20.2015

..... Office of the Controller. City Services Auditor. How Long Does It Také to Hire in
the City and County of San Francisco?. April 15, 2015.

Superior Court of California, County of San Francisco. 2011-12 San Francisco Civil

Grand Jury. Déja Vu All Over Again: San Francisco’s City Technology Needs A Culture
Shock. Report Released: June 2012.

Endnotes

! According to the 2011-12 jurors, former jurors from other counties were quick to point out that the jury
had not attributed the title, as they should have, to Lawrence Peter “Yogi” Berra. We would like to right
this terrible wrong. It was, indeed, Yogi Berra who said “déja vu all over again,” when he saw “Mickey
Mantle and Roger Maris repeatedly hit back-to-back home runs in the Yankees’ seasons in the 1960s.”
http://en.wikipedia.org/wiki/Yogi_Berra Accessed on February 1, 2015,

2 Superior Court of California, County of San Francisco, 2011-12 San Francisco Civil Grand Jury, Déja Vu'
All Over Again: San Francisco’s City Technology Needs a Culture Shock, p. 20.

? An “at will” employee is one who can be dismissed by an employer at any time and, similarly, can
terminate his/her employment at any time without penalty.

* As one interviewee, among others, noted, “[t}he improvements within DT are tangible.”
% City and County of San Francisco, Office of the Controller, City Services Auditor, How Long Does It
Take to Hire in the City and County of San Francisco?, April 2015, p. 9.
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¢ See the one miﬁute twenty-eight second video at:
https://www.youtube.com /watch?v=WXfOE mAbJw&feature=youtu.be
’ From a document supplied by the Department of Human Resources, “Marketing City and County of San

Francisco Information Technology (IT) Jobs 2013, p. 1.
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Office of the Mayor
City & County of San Francisco

Sheriff Ross Mirkarimi

1 Dr. Carlton B. Goodlett Place
Room 456

San Francisco, CA 94102

Dear Sheriff Mirkarimi:

It has come to my attention that in March of 2015 you ordered your department to cease all
communications with Federal Immigration authorities regarding Requests for Notification
pertaining to undocumented, convicted felons. I urge you to rescind this policy immediately, in
the interest of public safety.

Our Sanctuary Ordinance allows for this, Local law enforcement may notify federal officials

when a particular individual is set for release in certain circumstances (Admin Code 12H.2-1),
action not prohibited by our Civil Detainer policy from 2013 (Admin Code 121.3).

Sincerely,

Edwm M.
Mayor

Attachment: ,
March 13, 2015 Interoffice Correspondence (Reference: 2015-036)

CC:

President London Breed
Members, San Francisco Board of Supervisors

1 Dr. Carlton B. Goodlett Place, Room 200, San Francisco, California 94102-4641 ‘ { {/g

(413) 554-6141 LJ/



Pos it , CoBB

San Francisco Sheriff’s Department
INTER-OFFICE CORRESPONDENCE

March 13, 2015
Reference: 2015-036

TO: All Personnel § .-
Hfl i
FROM: Sheriff Ross Mirkarimi’ iw SPPPE

RE: immigration & Custom Enforcement Procedures (ICE)
Contact and Communication

The San Francisco Sheriffs Department's (SFSD) policy is that there shall be
limited contact and communication with ICE representatives absent a court issued
warrant, a signed court order, or other legal requirement authorizing ICE access.
Consistent with San Francisco Administrative Code Section 12H.2, “no department,
agency, commission, officer or employee of the City and County of San Francisco shall
use any city funds or resources to assist in the enforcement of federal immigration law
or to gather or disseminate information regarding the immigration status of individuals in
the City and County of San Francisco unless such assistance is required by federal or
state statute, regulation, or court decision.”

SFSD staff shall not provide the following information or access to ICE representatives:

- citizenshipflmmigration status of any inmate;
- access to inmates in jail;
- access to SFSD computers and/or databases;,
- SFSD logs;
- booking and arrest documents;

release dates or times;

home or work contact information,;

other non-public jail records or information.

, SFSD staff are authorized to provide the following public information (pursuant to
California Government Code Section 6250, et seq.; San Francisco Administrative Code
Chapter 67) regarding an inmate to ICE representatives upon request:



current charges;

arrest date and location;
location in custody;

next court date;

bail amount.

No additional assistance or information shall be provided to ICE representatives
regarding any current or former inmate unless the following requirements have been
met: :

(1) Sheriff's legal has been contacted;

(2) Sheriff's legal has confirmed that the ICE request is supported by a court issued warrant,
a signed court order authorizing the ICE request, or that the access is required by
federal or state statute, regulation or court decision; and

(3) The Sheriff has authorized the access or release of information requested by ICE
representatives.

This memorandum supersedes all previous directives regarding ICE contact or
communication and is effective immediately. This ICE Contact and Communication

memorandum is implemented in addition to the requirements of the ICE Immigration
Detainer policy dated March 9, 2015, Reference: 2015-033.

Please contact Sheriff's Legal with any questions:

FREYA HORNE: 415-5564-4334
MARK NICCO: 415-554-7212

Page?2 of 2
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OFFICE OF THE MAYOR EDWIN M. LEE mgﬁm

SAN FRANCISCO MAYOR ¢ Phat
Cpogt

July 17,2015

Ms. Angela Calvillo o
San Francisco Board of Supervisors Ei
1 Dr. Carlton B. Goodlett Place, Room 244
San Francisco, CA 94102 “

Dear Ms. Calvillo,

Pursuant to Charter Section 3.100, I hereby designate Supervisor Mark Farrell as Acting-Mayor
from the time I leave the State of California on Saturday, July 18,2015 at 3:45 p.m., until I
return on Saturday, July 25 at 2:15 p.m.

In the event I am delayed, I designate Supervisor Farrell to continue to be the Acting-Mayor until
my return to California.

Edwin M. Lee
Mayor

cc: Mr. Dennis Herrera, City Attorney
Members, Board of Supervisors

1 DR. CARLTON B. GOODLETT PLACE, ROOM 200 re ::
SAN FRANCISCO, CALIFORNIA 94102-4681 -
TELEPHONE: (415) 554-6141 v
e



OFFICE OF THE MAYOR
SAN FRANCISCO

July 15,2015

Angela Calvillo

Clerk of the Board, Board of Supervisors
San Francisco City Hall

1 Carlton B. Goodlett Place

San Francisco, CA 94102

- Dear Ms. Calvillo,

ORICa . Rates

B, Le Dep-; C aty
C. CORLET A ﬁ“ﬁa»
EDWIN M. LEE

MAYOR

Pursuant to Section 3.100(18) of the Charter of the City and County of San Franmsco [ hereby

+ make the following appointment:

Breanna Zwart to the Commission on the Status of Women, assuming the seat formerly held

by Mary Jung, for a four-year term ending January 22, 2019

I am confident that Ms. Zwart, an elector of the City and County, will serve our commumty well.

Attached herein for your reference are her qualifications to serve.

Should you have any questions related to this appointment, please contact my Director of

Appointments, Nicole Wheaton, at (415) 554-7940.

Sincerely,

Edwin M. Lee
Mayor
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OFFICE OF THE MAYOR

. SAN FRANCISCO MAYOR

Notice of Appointment - | ‘ »

July 15,2015 | P

San Francisco Board of Supervisors . v o=
City Hall, Room 244 . . o
1 Carlton B. Goodlett Place

San Francisco, California 94102

Honorable Board of Supervisors:

Pursuant to Section 3.100(1 8) of the Charter of the City and County of San Francisco, [ hereby
make the following appointment:

Breanna Zwart to the Commission on the Status of Women, assuming the seat formerly held
by Mary Jung, for a four-year term ending January 22, 2019

I am confident that Ms. Zwart, an elector of the City and County, will serve our community well.
Attached herein for your reference are her qualifications to serve.

Should you have any questions related to this appointment, please contact my Director of
Appointments, Nicole Wheaton, at (415) 554-7940.

EDWIN M. LEE TFlk



A Breanna Zwart ‘
2289 Bryant Street Apt. A San Francisco, CA 94110 » (61_9)994-3‘399 * breanna.zwart@gmail.com

EXPERIENCE
Google, Global Communications and Pubhc Affairs— Mountain View, CA (10/13 - Present)
m  As Policy Operations Lead, composed and implemented a strategic vision for a Google-World Bank partnershlp, convening
multiple internal stakeholders to support a targeted approach to developing the World Bank as a key partner.
w  Published an entrepreneurship white paper with UP Global—a global firm focused on business startups—that
included working with agencies to create collateral, event plans, external communications, and localization.
m  Streamlined internal communications by coordinating a monthly regulatory 1nte111gence report for product council and legal
teams that informs them of impinging regulatory actions by sovereign states in strategic markets.
= Analyzed financial data to provide allocation recommendations and manage a $10.8 million dollar budget across four teams.

U. S. Department of the Treasury— Washington, DC (06/11 - 09/13)
m  As Special Assistant to the Executive Secretary, developed economic and political analyses for the international portfolio
including the G-7/8, G-20, IMF, World Bank, ASEAN, U.S.-India, China and U.S. Strategic and Economic Dialogue.
m  Provided recommendations and guidelines on best-practices in the measurement and tracking of gender-based outcomes m
financial access programs across international institutions such as the World Bank.
m  Developed communications for the Secretary including a speech delivered during launch of Equal Futures Partnership
multilateral initiative that encourages member countries to empower women politically and economically.

City of San Diego—San Diego, CA (10/09 -~ 05/11)
m As Budget and Finance Committee consultant, provided policy analysis and strategic advice to the Council President on
issues related to fiscal management, clean technology, capital improvement, debt management, and city contracts.
m Liaised with constituents, City Departments, and other government agencies to increase well-being of district residents
through projects such as creation of new park-space and the construction of a community library, the first in 25 years.
m Researched, analyzed, and provided recommendations on the $2 billion annual budget and all fiscal policies to the City
Council that resulted in a balanced budget and increase in bond rating for the City of San Diego.
m  Managed two staff members who handled committee logistics to ensure compliance with city and state record laws.
Coordinated public outreach, public meetings, and media relations on the annual budget and all fiscal policies.
= Managed two major fiscal commissions that advised the city on revenue goals, business and economic development.

Children, Health, Education, and Supporting Services— Managua, Nicaragua (06/08 - 09/08)
m  As Program Evaluator, collaborated with leading U.S.-based and Nicaraguan agencies to support educational and health
programming including water purification, classroom libraries, and teacher training for the town of Villa del Carmen.

m  Conducted bilingual interviews and focus groups with community and business stakeholders to gather and analyze qualitative
and quantitative data on the program’s community impact.

VOLUNTEERISM & BOARD MEMBERSHIP

New Leaders Council— San Diego, CA (01/10 - 06/11)
m As Board Member, managed organization’s budget to expand programs, increase training and advocacy, and hold events.
m Coordinated and tailored curriculum focused on campaign management, issue advocacy, and leadership development.

Strong Women, Strong Girls— Pittsburgh, PA (10/06 - 05/08)
m  As Chapter Director, managed 30 volunteers annually and oversaw curriculum implementation.

m  Coordinated training twice a year for 100 mentors from the Pittsburgh area who mentored over 135 gixls.
m  Mentored girls grades 3-5once a week for three years.

Elementary Institute of Science— San Diego, CA (06/96 - 06/11)
m Launched a successful $6 million dollar capital campaign for a summer and after-school hands-on science program.

EDUCATION

Carnegie Mellon University— Pittsburgh, PA

Master of Science in Public Policy and Management (05/09)

Bachelor of Arts and Humanities in International Relations and Drama, Minor in Hispanic Studies (12/07)

PUBLICATIONS

Borzutzky, S. and Zwart, B. (2009), Another Vers1on of the Same Story: Is the 2009 Constitution Going to Make a Difference? The
Latin Americanist, 53: 5—27
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SUNSHINE ORDINANCE San Francisco 94102-4689

TASK FORCE Tel. No. (415) 554-7724
Fax No. (415) 554-7854
TDD/TTY No. (415) 554-5227
MEMORANDUM
Date: July 15,2015
To: Honorable Members of the Board of Supervisors
From: Allyson Washburn, Chair X4 ¥ el )

Sunshine Ordinance Task Force

Subject: Notice of Sunshine Ordinance Task Force Members Excessive Absences

The following notice regarding the attendance of members of the Sunshine Ordinance Task Force
(Task Force) is being transmitted pursuant Task Force Bylaw, Article II, regarding “Membership and
Attendance”. The Task Force members have been reminded of the attendance requirements.

For your information please note that the following Task Force member(s) have exceeded the number
of absences, from regular meetings, acceptable in a twelve-month time period under the Task Force
Bylaws Article II:

Rishi Chopra, Seat 4
Absent from the following regular Sunshine Ordinance Task Force meetings:

1. January 7, 2015
2. March 4, 2015
3. April 4,2015
4. May 6, 2015
5. June 3, 2015
6. July1,2015

http://www.sfgov.org/sunshine/

1 Dr. Carlton B. Goodlett Place, Room 244
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From: Board of Supervisors, (BOS)

To: BOS-Supervisors
Subject: FW: Proposal to Modernize the City Option and Create a new Employee Wellness Fund
Attachments: Memo to BOS with attachments - 07-17-15.pdf

From: Chawla, Colleen (DPH)

Sent: Friday, July 17, 2015 4:17 PM

To: Breed, London (BOS); Board of Supervisors, (BOS)

Cc: Johnston, Conor (BOS); Garcia, Barbara (DPH); Calvillo, Angela (BOS); Caldeira, Rick (BOS)
Subject: Proposal to Modernize the City Option and Create a new Employee Wellness Fund

Attached please find a memo to the Board of Supervisors from Barbara Garcia, Director of Health, that
describes a recently released Department of Public Health proposal that ensures that all low- and moderate-
income San Franciscans have access to affordable health care.

Please feel free to contact me with any questions.

Best,
Colleen

Colleen Chawla

Deputy Director of Health/Director of Policy & Planning
San Francisco Department of Public Health
415.554.2769 | colleen.chawla@sfdph.org




San Francisco Department of Public Health
Barbara A. Garcia, MPA
Director of Health

City and County of San Francisco Office of Policy and Planning
Edwin M. Lee
Mayor

MEMORANDUM

DATE: July 17, 2015

TO: London Breed, President, San Francisco Board of Supervisors and
Members of the Board of Supervisors

CcC: Angela Calvillo, Clerk of the Board
FROM: Barbara A. Garcia, MPA, Director of Health
RE: Proposal to Modernize the City Option and Create a new Employee Wellness Fund

On July 21, 2015, the San Francisco Department of Public Health will present a proposal to the
Health Commission to ensure that all low- and moderate-income San Franciscans have access to
affordable health care. This proposal, developed in accordance with Ordinance No. 99-14, has
two elements: 1) a City Option Modernization, which leverages existing infrastructure created by
the Health Care Security Ordinance; and 2) the creation of an Employee Wellness Fund.

The City Option Modernization will increase the affordability of Covered California for 3,000
eligible city residents, and maintain Healthy San Francisco for those who are not eligible for the
Affordable Care Act or do not have affordable insurance options. The new Employee Wellness
Fund will reimburse employers for expenses made toward workplace wellness programs that
enhance employee heaith and align with the City’s health improvement and wellness plans.

Please find attached a memo to the Health Commission, detailing the proposal. The Health
Commission will hold its first hearing on July 21, 2015 at 4PM in the Health Commission Chambers
at 101 Grove Street, San Francisco. The second hearing and vote on the proposal will be held on
August 4, 2015. ‘

The Department of Public Health would be pleased to present the information to the Board at any
time should any member wish to request a hearing. Please feel free to contact me or my deputy,
Colleen Chawla, should you have any questions.

The mission of the San Francisco Department of Public Health is to protect and promote the health of all San Franciscans.
We shall ~ Assess and research the health of the community ~ Develop and enforce health policy ~ Prevent disease and injury ~
~ Educate the pubtlic and train health care providers ~ Provide quality, comprehensive, culturally-proficient health services ~ Ensure equal access to alf ~

101 Grove Street, Room 308, San Francisco, CA 94102 ¢ (415) 554-2610




San Francisco Department of Public Health
Barbara A. Garcia, MPA
Director of Health

City and County of San Francisco Office of Policy and Planning
Edwin M. Lee
Mayor

IMIEMORANDUM

DATE: July 17, 2015
TO: Edward Chow, MD, Health Commission President, and Members of the Health Commission
THROUGH: Barbara A. Garcia, MPA, Director of Health

FROM: Colleen Chawla, Deputy Director of Health and Director of Policy & Planning
Aneeka Chaudhry, Senior Health Program Planner, Office of Policy & Planning

RE: Proposal to Modernize the City Option and Create a new Employee Wellness Fund

SUMMARY

The Health Care Security Ordinance (HCSO) was created in 2007 in the absence of nationwide health
reform to provide San Franciscans with accessiblie and affordable health care services. Pursuant to the
HCSO, the San Francisco Department of Public Health created a health access program, called the City
Option, comprising medical reimbursement accounts, which reimburse eligible participants for out-of-
pocket health care costs, and Healthy San Francisco, which provides coordinated health care services to
the City’s uninsured. Because of our early adoption of this innovative health care program, San Francisco
was ahead of the curve when implementation of the federal Affordable Care Act began in 2014. Now, with
the Affordable Care Act well into its second year of implementation, the San Francisco Department of
Public Health is looking to modernize the City Option and to create a new Employee Wellness program,
consistent with the changing health care environment.

San Francisco has seen great success enrolling individuals into health insurance, exceeding statewide
enrollment rates. But, with the high cost of living in the City, barriers to affordable health insurance
remain for some San Franciscans. Under the proposal outlined in this memo, the City Option would
further facilitate affordable access to health insurance for those who are eligible and retain its current
system of coordinated health care services for the uninsured who remain unable to access the Affordable
Care Act’s expanded health insurance options.

The mission of the San Francisco Department of Public Health is to protect and promote the health of all San Franciscans.
We shall ~ Assess and research the health of the community ~ Develop and enforce health policy ~ Prevent disease and injury ~
~ Educate the public and train health care providers ~ Provide quality, comprehensive, culturally-proficient health services ~ Ensure equal access to all ~

101 Grove Street, Room 308, San Francisco, CA 94102 ¢ (415) 554-2610




Specifically, this proposal seeks to update the City Option through new features (in blue) that leverage
existing infrastructure (in grey) and also proposes a separate new program (in orange):

.  Maintains cu'rfent‘p'r ‘
MED‘CAL - care expenses - 7 -
, RE'MBURSEMENT B Createsa new BRIDGE 10 CGVERAGE eature to make

ACCQUNTS _ B healthinsurance affordable for ~3,000 San Franciscans

v er\m:es for the umnsured

Creates a new AFFORDABILITY EXTENS!ON for San
* HFranc;scans unable 1o obtam affordable health msurance

City Option
Modernization

B - xisting Clity Obtion Program  EEESEEE = New City Option Modernization Feature = New SFDPH Program

These modernizations ensure that all low- and moderate-income San Franciscans have access to
affordable health care services, consistent with the founding principles of the HCSO and the intent of the
ACA.

July 17, 2015 Page 2 of 25
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BACKGROUND

San Francisco has Seen Success in the Implementation of the Affordable Care Act

. Over 97,000 San Franciscans—nearly 56,000 through the expanded Medi-Cal program and more than
41,000 through Covered California—gained health insurance under the Affordable Care Act (ACA) in 2014.
San Francisco’s insurance enrollment rates exceed those of the State overall, due in large part to the
availability and success of Healthy San Francisco. Nearly 70 percent of San Francisco’s uninsured were
enrolled in Healthy San Francisco prior to the ACA’s coverage expansions, enabling the program to contact
and transition eligible participants into health insurance.

Some Remain Unable to Take Advantage of New Affordable Care Act Coverage Options
Despite these successes, the ACA does not provide coverage options to all. The San Francisco Department
of Public Health (SFDPH) estimates that approximately 35,000 to 40,000 city residents remain uninsured
in 2015, compared to over 87,000 in 2013. While San Francisco’s uninsured rate has dropped by between
50 and 60 percent over the past 18 months, many San Franciscans are still not able to take advantage of
ACA coverage options. Among the remaining uninsured are San Franciscans who are exempt from the
ACA due to immigration status, hardship, or because the cost of their employer-sponsored insurance is
too high; and those who are eligible but not enrolled in coverage, including those for whom health
insurance is unaffordable.

There is Citywide Interest in Addressing the Affordability of Health Care

In 2013, Mayor Lee asked Director Garcia to reconstitute the Universal Healthcare Council to examine San
Francisco’s implementation of the ACA. The final report of the 2013 Universal Healthcare Council found
that in a post-ACA environment, health care affordability challenges remain for some San Franciscans,
including part-time employees and low-wage earners. Pursuant to those findings, in 2014 the Board of
Supervisors and the Mayor amended San Francisco’s Health Care Security Ordinance {HCSO) to require
SFDPH to develop a plan to increase the affordability of health insurance for eligible San Franciscans by
leveraging the City Option under the HCSO.

Modernizing the City Option Ensures that All Low- and Moderate-Income San Franciscans

Have Affordable Access to Health Care Services

Research shows that the high cost of living in San Francisco, coupled with post-ACA insurance trends
toward increased cost-sharing for the consumer, leaves low- and moderate-income San Franciscans at risk
for being uninsured or underinsured. Against this backdrop and building upon programmatic successes,
SFDPH proposes to modernize the City Option to bridge gaps in health care coverage and affordability.
Maintaining the City’s long-standing commitment to ensuring access to care for all San Franciscans, the
proposed City Option modernization would support eligible uninsured and underinsured City residents
and promote employee wellness. To maintain program integrity and facilitate implementation, this
proposal relies on existing infrastructure and funding streams. This proposal was informed by extensive
research by Health Management Associates and the University of California Berkeley Center for Labor
Research and Education through a generous grant from the California Health Care Foundation.

July 17, 2015 Page 4 of 25



SUPPORTING RESEARCH & FINDINGS

Consultant Engagement

Preliminary SFDPH analysis identified an option to increase the affordability of health care by providing
premium assistance for San Franciscans receiving employer contributions to the City Option and
purchasing insurance on Covered California. Subsequent discussions with insurance experts and Covered
California highlighted the need to define affordability in a San Francisco context, and for in-depth data
review alongside regulatory, financial, and operational feasibility analyses. SFDPH engaged Health
Management Associates (HMA) and the University of California (UC) Berkeley Labor Center as consultants,
through a grant from the California Health Care Foundation.

The project scope entailed identification of the potential populafion covered by the program, estimation
of associated program revenues and costs, and recommendations for benefit design and administrative
structure. SFDPH sought a program that would provide a meaningful benefit, maximize available federal
subsidies, minimize administrative burden, and contain program funding to employer contributions made
to the City Option. Over the course of six months, the two teams worked collaboratively to complete
tasks consistent with their relative areas of expertise.?

San Francisco’s High Cost of Living Adversely Impacts Health Care Affordability and Access
The UC-Berkeley Labor Center team provided an analysis of the impact of the cost of living in San Francisco
on health care affordability, and estimates of potential affordability program participation, costs, and
revenues. Using City Option employer expenditure data, the UC-Berkeley team customized the California
Simulation of Insurance Markets (CalSIM) to render San Francisco-specific estimates for this project. Key
findings include:

1) Nearly three-quarters of San Francisco residents receiving contributions to the City Option are
likely part-time employees. Nearly 5,000 among these employees are at risk of being uninsured.

2) The cost of living in San Francisco is 60 percent higher than the national average; meaning that
100 percent of the federal poverty leve] (FPL) nationally is the equivalent of 160 percent of FPL in
San Francisco.

3) Because federal subsidies available on Covered California decline sharply after 250 percent of FPL,
people earning between 250 and 500 percent of FPL spend higher proportions of their incomes
on health care costs, compared to people of similar ages at lower or higher incomes.

4) Insured persons with plan deductibles greater than 5 percent of household income are
underinsured, because they may lack the liquid assets to cover the deductible or the out-of-pocket
cost sharing may lead them to forgo needed care.

5) The high cost of living in San Francisco Ieaves little room in household budgets to cover health
insurance premiums and out-of-pocket costs; for example, a single 40-year old San Franciscan has
no room in his/her budget to spend on health insurance at incomes below 305 percent of FPL
(~$35,000).

! The consultants’ final report, compiled by Health Management Associates, is attached for the Commission’s
reference and can be accessed here: https://www.sfdph.org/dph/comupg/knowlcol/uhc/default.asp

July 17, 2015 Page 5 of 25



Employer Contributions to the City Option can Increase Participation in and the

Affordability of Health Insurance

The HMA team provided overall project management; narrowed the potential programming options
through regulatory, financial, and operational feasibility analyses; and made recommendations for the
program’s administrative structure and benefit design. Seeking to minimize regulatory barriers,
implementation time, and administrative costs, while maximizing operational feasibility and ease of
program participation, HMA made the following recommendations:

1) The program should be administered within the existing City Option structure to leverage the
administrative and programmatic infrastructure in place.

2) The program should provide premium assistance to increase participation in health insurance,
and consider cost-sharing assistance to address the issue of underinsurance.

3) The value of the benefit should be tethered to the beneficiary’s cost of the second-lowest cost
Silver plan on Covered California, in order to maximize the amount of federal subsidy available.

4) Employer contributions to the City Option for eligible employees should be combined to maximize
the utility of the program and to tailor the benefit to the recipient’s need.

5) Providing the benefit via a reimbursement account would offer the most flexibility for program
participants.

Employer and Employee Focus Groups Reinforce Importance of Addressing Affordability
To inform the development of the affordability program with a stakeholder perspective, SFDPH conducted
two sets of focus groups with HCSO covered employers and employees. A detailed report of focus group
methods and findings is included as an appendix in the HMA report linked above. Key findings
incorporated into HMA's recommendations and SFDPH’s proposal are included below.

Among employees:
e High cost was cited as the most common reason for declining health insurance among the
uninsured. Cost, in the form of high premiums and deductibles, was also the chief concern
among the insured.

¢ Most participants considered health care spending at or below 5 percent of their incomes
to be affordable. Participants reported that a combination of premium assistance and
cost-sharing assistance would be most helpful in increasing affordability of health
insurance,

Among employers:
o Offering health insurance was reported as being valuable, but not necessarily a viable
option for all employees. Cost was cited as the main reason for not offering insurance.
Finding affordable insurance options for part-time employees was reported as
particularly challenging. Connecting these employees to Covered California was
suggested as a solution.

e Participants reported that hourly HCSO expenditures per employee do not necessarily
reflect the cost of insurance for that employee; and that expenditures made on behalf of
employees with other sources of coverage may be redundant.

July 17, 2015 Page 6 of 25



Trends in the Post-ACA Health Insurance Market Present Affordability Challenges for
Moderate-Income Individuals

While consumers buying health insurance on Covered California generally report that they are happy with
their plans, they also report affordability challenges. According to the results from a Kaiser Family
Foundation survey released in May 2015, more than 40 percent of Covered California enrollees struggle
to pay their health insurance premiums.?2 However, insurance premiums are only one part of the
affordability calculation, as plans with lower premiums are generally offset by higher deductibles or higher
cost-sharing for services. Although the ACA offers protection from catastrophic medical bills by limiting
the consumer’s annual out-of-pocket costs, low- and moderate-income persons may not have the
necessary liquid assets to cover those costs. Nearly 38 percent of enrollees purchasing plans on the
marketplace reported feeling vulnerable to high out-of-pocket health costs, compared to only 28 percent
of those insured through their employer.3

Considering that nearly 88 percent of Covered California enrollees in 2014 received federal subsidies
toward their plans, the findings above indicate that affordability challenges persist despite the availability
of federal assistance. The problem is particularly evident for persons earning above 250 percent of FPL,
as the value of federal subsidies drops dramatically beyond this income level. Figure 1, below, depicts
how this drop in federal subsidies creates a bell-shaped cost curve, with people between 250 and 500
percent of FPL paying the highest amount of their incomes toward plans on Covered California, compared
to people of the same age at lower or higher incomes.

Figure 1: Covered California premiums are most expensive for San Franciscans earning 250-500% FPL
Cavered California Premiums as Percent of Income
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2 Garfield R, Majerol M, Young K, Coverage Expansions and the Remaining Uninsured: A Look at California During Year One of ACA
Implementation, Kaiser Family Foundation, 2015 (accessed 7/16/15 at http://kff.org/health-reform/report/coverage- expan5|ons—
and-the-remaining-uninsured-a-look-at-california-during-year-one-of-aca-implementation).

3 Hamel L, Norton M, Levitt L, Claxton G, Brodie M, Survey of Non-Group Health Insurance Enroliees, Wave 2, Kaiser Family
Foundation, 2015 (accessed 7/16/15 at http.//kff.org/health-reform/poli-finding/survey-of-non-group-health-insurance-

enrollees-wave-2/).
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Ongoing Gaps in Coverage are Expected among San Franciscans

Although San Francisco’s uninsured rate has traditionally been lower than that of the state or country,
and the ACA has potentially reduced the number of uninsured in the City by 50 to 60 percent, there
continues to be a need for a safety net that bridges gaps in coverage. The ACA’s individual mandate
requires most Americans to carry health insurance or pay a penalty, but the law does not extend coverage
to undocumented immigrants and grants hardship or affordability exemptions for many others.
Additionally, there may be individuals who, due to changes in income or employment, churn between not
having and having insurance.

SFDPH estimates that 35,000 to 40,000 San Franciscans remain uninsured in 2015, approximately 40
percent of whom are currently covered by the Healthy San Francisco program. The reasons for being
uninsured include ineligibility for ACA coverage, personal preference, affordability concerns, or not
knowing about available options. SFDPH estimates that among this group, more than 35 percent are
undocumented, nearly 20 percent are eligible for Medi-Cal, 17 percent potentially qualify for an
exemption from the individual mandate, and nearly 28 percent are subject to the individual mandate. The
2015 ACA penalty for remaining uninsured is the higher of $325 or 2 percent of household income,
increasing to $695 or 2.5 percent of household income in 2016.

San Francisco’s Existing City Option Provides the Strongest Foundation for Addressing
Affordability

In assessing programming options for an affordability program for San Franciscans receiving contributions
to the City Option, Health Management Associates and SFDPH explored several designs. In addition to
leveraging the City Option structure, they examined making direct payments to Covered California plans,
indirect payments through Covered California, contracting with one or more plans, prospective payments
to the plans, providing vouchers to program participants, as well as making grants to a non-profit
foundation to administer the program. SFDPH also explored ways to incentivize more businesses to
provide health insurance directly to their employees, such as enabling the provision of employer-
sponsored health insurance to alone satisfy an employer’s entire obligation under the HCSO and
leveraging the City’s health care service infrastructure to provide an affordable health insurance product
to small employers. These alternatives were not pursued further for one or more reasons, including
because they faced significant legal or regulatory barriers, failed to maximize federal funds, would be have
been unduly cumbersome to administer, or would have delayed the implementation timeline well beyond
the 2016 plan year.

Ultimately, HMA recommended that the existing City Option infrastructure for medical reimbursement
accounts would be the best approach. Because the foundation is already in place and familiar to the
potentially eligible population, SFDPH can reduce administrative costs and implement the benefit in a
timely manner. Additionally, the medical reimbursement account offers the efficiency and flexibility of
providing both premium assistance and out-of-pocket cost sharing assistance through one mechanism.
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HEALTH CARE SECURITY ORDINANCE CONTEXT

City Option Modernization is Consistent with HCSO Framework and 2014 Amendments
Enacted in 2007, the HCSO “seeks to ensure that all San Francisco residents, and all non-San Francisco
residents who work in San Francisco, have access to affordable health care.”* Specifically, the HCSO
requires San Francisco employers to make expenditures for employee health care and requires SFDPH to
operate a health access program. N

Called the City Option, the health access program has two components:

* medical reimbursement accounts (MRAs), which reimburse eligible participants for out-
of-pocket health care costs; and

e Healthy San Francisco, which provides coordinated health care services to the City’s
uninsured.

The City Option was a focal point for the 2014 HCSO amendment requiring SFDPH to develop a plan for
increasing the affordability of health insurance. The proposed City Option modernization works within
this framework to increase the affordability of health care for all low- and moderate-income San
Franciscans.

Employers Make Minimum Health Care Expenditures on behalf of their Employees

The HCSO obliges San Francisco businesses with 20 or more employees to make hourly health
care expenditures on behalf of employees working 8 or more hours per week. The 2015 health
care expenditure rates range from $1.65/hour to $2.48/hour, depending on employer size and
non-profit status.

Employers choose to comply with the HCSO in a number of ways, including providing health
insurance, contributing to health reimbursement accounts, making payments to the City Option,
or any combination of these methods. Offering health insurance is the most commonly used
compliance method, followed by health reimbursement accounts, and payments to the City
Option. Figure 2, on the next page, depicts the employer spending requirement and employers’
most common methods of compliance along with the percentage of employers complying using
each common compliance method. *

4 San Francisco Ordinance 69-07, Health Care Security Ordinance Amendments (accessed 7/16/15 at
https://sfgov.legistar.com/View.ashx?M=F&ID=25911458GUID=1BD66408-0748-4F7D-A53A-D7DDB09A4883).

% San Francisco Office of Labor Standards Enforcement, Analysis of the 2013 Health Care Security Annual Reporting Forms; issued
September 9, 2014 {(accessed 7/16/15 at http://sfgsa.org/modules/showdocument.aspx?documentid=12247).
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Figure 2: Health Care Security Ordinance Employer Spending Requirement and Common Methods
of Compliance
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