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Independent Accountants’ Report on Applying Agreed-Upon Procedures

San Francisco Municipal Transportation Agency (SFMTA)
Bond Oversight Committee and SFMTA Board of Directors
City and County of San Francisco, California:

We have performed the procedures enumerated in the Attachment, which were agreed to by San Francisco
Municipal Transportation Agency (SFMTA), on SFMTA's sources and uses of funds related to bond

Series 2012A, 2012B, 2013, 2014, and 2017 for the year ended June 30, 2019. SFMTA’s management is
responsible for SFMTA'’s sources and uses of funds related to bond Series 2012A, 2012B, 2013, 2014, and
2017 for the year ended June 30, 2019. The sufficiency of these procedures is solely the responsibility of the
parties specified in this report. Consequently, we make no representation regarding the sufficiency of the
procedures enumerated in the Attachment, either for the purpose for which this report has been requested or
for any other purpose.

This agreed-upon procedures engagement was conducted in accordance with attestation standards
established by the American Institute of Certified Public Accountants. We were not engaged to and did not
conduct an examination or review, the objective of which would be the expression of an opinion or conclusion,
respectively, on SFMTA’s uses and sources of funds related to bond Series 2012A, 2012B, 2013, 2014, and
2017 for the year ended June 30, 2019. Accordingly, we do not express such an opinion or conclusion. Had we
performed additional procedures, other matters might have come to our attention that would have been
reported to you.

This report is intended solely for the information and use of City and County of San Francisco Board of
Supervisors, SFMTA Board of Directors, SFMTA Bond Oversight Committee, SFMTA management, and others
within SFMTA, and is not intended to be and should not be used by anyone other than the specified parties.

KPMe LIP

San Francisco, California
January 27, 2020
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Procedures and Results:

1. Select a sample of expenditures from the general ledger detail (PeopleSoft data) provided by
management and determine whether the debt proceeds and interest income have been recorded in the
accounting system solely for uses, purposes, and projects authorized in the authorizing resolution by
performing the following procedures:

a. We obtained and inspected the following bond resolutions that describe the authorized uses,
purposes and projects authorized to be paid with the respective bond proceeds and interest
income to use as a basis for determining that the debt proceeds and interest income
(the sources) were used in accordance with the bond resolutions in procedure 2 below:

e Board of Supervisors (BOS) Resolutions for Series 2012A, 2012B, 2013, 2014 and
2017 bonds and Municipal Transportation Agency Board (MTAB) Resolutions for
Series 2012A, 2012B, 2013, 2014, and 2017 bonds

e SFMTA Procurement Procedures
e CCSF Accounting Policies and Procedures
e Capital Funding Recommendations

b. We obtained and inspected the following bond resolutions that describe management’s
intention of the bond proceeds and interest income for the source, intended use, and
expenditure and balances of bond revenue to use as a basis of determining that the debt
proceeds and interest income were recorded correctly in procedure 2 below:

e The SFMTA Board of Directors Resolutions 11-150, 13-205, and 16-044 resolving to
issue Series 2012A, 2012B, 2013, 2014, and 2017 revenue bonds for the purpose of
financing (as capital projects) the cost of transportation projects.

e The SFMTA Board of Directors Resolutions 11-127, 13-206, and 16-044, which allow
SFMTA to be reimbursed for costs for the above range of capital projects from the
proceeds of revenue bond Series 2012A, 2012B, 2013, 2014, and 2017.

o CCSF Board of Supervisors Resolutions 120-12, 337-13, and 231-16 authorizing the
issuance of Series 2012A, 2012B, 2013, 2014, and 2017 bonds in concurrence with
the resolutions passed by the SFMTA Board of Directors.

o CCSF Board of Supervisors Resolutions 59-12, 207-13, 92-15, 212-15, 105-16, and
16-0464 required to appropriate the revenue collected from the bond issuances for the
various capital projects to be undertaken by the Department of Public Works (DPW) on
behalf of SFMTA.

Results: KPMG selected a sample of 62 items including a sample of trustee payments that included
debt principal and interest amounts. No exceptions were found as a result of applying these
procedures.

2. For the sample of transactions selected in procedure 1, perform the following procedures with respect
to uses, expenditures, encumbrance, and balances for the year ending June 30, 2019:

a. Validate that uses are solely for purposes per the respective bond’s authorizing resolution and
applicable laws
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b. Validate that project expenditures and encumbrances are for authorized capital projects noted
in the respective bond resolution

c. Validate that transactions are properly supported with documents required by City and
Departmental policies and are processed in accordance with SFMTA’s internal procedures
obtained from management

d. Validate if the trustee payments for debt service is in accordance with the terms of the
respective bond resolution, amounts are correct, and payments were made on or before the
required due dates

e. Validate if bond dollar amounts reported are correct and trace to supporting records

3. As referenced in procedure 1 above, we selected a sample of 62 transactions from the PeopleSoft

data, split as follows:

e 25 expenditures with the high-dollar amounts

e 15 assorted expenditures for small-dollar amounts
e 15 interdepartmental charges

e 2 budget (funding) transfers between projects

e 5 trustee payments

We obtained the PeopleSoft data related to bond Series 2012A, 2012B, 2013, 2014, and 2017
from management of all transactions recorded related to the aforementioned bond series during the
year ended June 30, 2019. We selected the 25 highest dollar amounts by filtering the transaction
amount in the detail from highest to smallest. Then, we selected 15 additional expenditures that
were not within the highest dollar amounts.

We obtained separate work order files related to bond Series 2012A, 2012B, 2013, 2014, and 2017
from management detailing the expenditure ledger and commitment control ledger. The files were
organized by transaction type and description. We selected the 15 interdepartmental charges from
the expenditure ledger work order file. We used the commitment control ledger work order file to
select 2 budget (funding) transfers between projects with transaction type of “budget setup” with
description of ‘project funding’ (which was 100% of the population for budget setup).

We obtained a listing of all bond debt service payments to trustee related to bond Series 2012A,
2012B, 2013, 2014, and 2017 from management. We selected 5 payments from this listing.

We performed the procedures described above in procedure 2 on samples referenced in procedure 3 as
follows:

High-dollar amounts and assorted smaller-dollar expenditures (Sample Size 40) Sample numbers 1-40
(Steps 2a-c described above). For samples #1-40 listed below, we validated:

The uses of funds were for expenditures solely for purposes per noted in the respective bond resolution
and applicable laws. For purposes of the revenue bonds, applicable laws refers to the related Revenue
Bond Policies and Procedures published by SFMTA to maintain compliance with the debt policy
approved by the SFMTA Board of Directors. KPMG compared the project description on the approved
invoice and encumbrance payment provided by management to the respective bond resolution
provided by management.
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The project expenditures and encumbrances were for authorized capital projects noted in the
respective bond resolution by obtaining the approved invoice and Certificate of Progress Payment that
were signed by the project manager and contract administrator provided by management.

The transactions were properly supported based on City and Departmental policies in accordance with
SFMTA’s internal procedures by obtaining the approved invoice, encumbrance payment request form,
the general ledger screen shot showing the amount paid prior to reimbursement, Certificate of Progress
Payment, request for progress payment memorandum, and check/EFT from management. We also
agreed the amount per the progress payment memorandum to the amount in the encumbrance
payment request form for each selection. Then, we agreed the amounts per the progress payment
report to the respective check/EFT. For samples #1-2, #4-5, #8, #14, #16, #19-20, #23, #26, #28-#29,
and #32-33, encumbrance requests were not provided because they were not direct construction costs.
For these samples, we used the payment authorization or equivalent to agree the payment amount to
the respective check/EFT. We also agreed the date of payment on the check/EFT to the 30-day
payment rule per CCSF’s Prompt Payment Guideline. For sample #10, #21, #27, #31, #34, #39 the
30-day payment rule did not apply because these transactions were journal entries that were not
subject to the same procedural requirements as regular expenses funded by bonds. We further noted
the following:

Samples #1-2, #4-5, #8, #14, #16, #19-21, #23 and #26 were with the same vendor. We were informed
by management that these samples were for a Light Rail Vehicle (LRV) purchase contract which does
not require SBE form 7 or SFMTA Certificate of Progress Payment. SBE form 7 is only for construction
contracts. We inspected the respective invoices and purchase orders, as well as the progress payment
certification memo signed by SFMTA and the contract’s Project Manager and vouched the payment
detail to the check/EFT.

Sample #15 had an invoice received date of 10/31/2018 and the payment relating to that invoice was
dated 12/5/2018, as such the date of payments was 5 days past the due date which is 30 days from the
receipt of invoice. The invoice was routed to the incorrect person and the intended recipient did not
receive the invoice until 12/3/2018.

Samples #10, #21, #27, #31, #34, and #39 are journal entries that are not subject to the same
procedural requirements as regular expenses related to projects funded by bond revenue. KPMG
instead viewed the approval chain on PeopleSoft. KPMG also viewed the PeopleSoft screens to agree
the amount, and viewed the preparer and approver dates noting that the approver dates were after the
preparer dates. Lastly we ensured the preparer name and the approver name were different. For
sample #21, we ensured the preparer ID and approver ID were different as no name was shown.

Samples #3, #6-7, #9, #12, #13, #15, #17, #22, #25, and #30 included a 5% retention amount, which is
the difference between the progress payment amount and the check/EFT.

Sample #32 is a sales tax transaction, so progress payment form 7 was not required for this transaction
as noted by management. KPMG instead obtained other applicable supporting documentation,
including vendor invoice for equipment purchased with tax accrual amount, SFMTA purchase order
memorandum, and bid application.

Samples #37 was related to division overhead, which is not normally an encumbered expense and
does not require progress payments, therefore the 30-day payment rule does not apply. For this
sample, we obtained relevant supporting documents including payroll register, timecards, and
departmental overhead allocation rates to recalculate the sample amount.
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Samples #35-36, #38 and #40 relate to salaries which are not normally encumbered expenses and do
not require progress payments, therefore the 30-day payment rule does not apply. KPMG obtained the
personnel’s timesheets and payroll registers from SFMTA'’s labor distribution forms and recalculated

the salaries charged.
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10011861
10011861
10011740
10011861
10011861
10011740
10011740
10011861
10011740
10031817
10030658
10011740
10030659
10011861
10030658
10011861
10011740
10030659
10011861
10011861
10011861
10030658
10011861
10030658
10031830

Project Title
MT PROCUREMENT OF NEW LIGHT RA

MT PROCUREMENT OF NEW LIGHT RA
MT Van Ness Ave BRT-CPT640

MT PROCUREMENT OF NEW LIGHT RA
MT PROCUREMENT OF NEW LIGHT RA
MT Van Ness Ave BRT-CPT640

MT Van Ness Ave BRT-CPT640

MT PROCUREMENT OF NEW LIGHT RA
MT Van Ness Ave BRT-CPT640

PW MTA Golden Gateway Vent

MT UCSF PlatfRm Ext & C-CPT735

MT Van Ness Ave BRT-CPT640

MT King St Substat Upgr-CPT735

MT PROCUREMENT OF NEW LIGHT RA
MT UCSF PlatfRm Ext & C-CPT735

MT PROCUREMENT OF NEW LIGHT RA
MT Van Ness Ave BRT-CPT640

MT King St Substat Upgr-CPT735

MT PROCUREMENT OF NEW LIGHT RA
MT PROCUREMENT OF NEW LIGHT RA
MT PROCUREMENT OF NEW LIGHT RA
MT UCSF PlatfRm Ext & C-CPT735

MT PROCUREMENT OF NEW LIGHT RA
MT UCSF PlatfRm Ext & C-CPT735

PW MTA Lombard Wtrprf Fagade

Transaction Type

Transaction Amount

High-Dollar Value
High-Dollar Value
High-Dollar Value
High-Dollar Value
High-Dollar Value
High-Dollar Value
High-Dollar Value
High-Dollar Value
High-Dollar Value
High-Dollar Value
High-Dollar Value
High-Dollar Value
High-Dollar Value
High-Dollar Value
High-Dollar Value
High-Dollar Value
High-Dollar Value
High-Dollar Value
High-Dollar Value
High-Dollar Value
High-Dollar Value
High-Dollar Value
High-Dollar Value
High-Dollar Value
High-Dollar Value

$

5,023,905
3,684,197
3,604,519
3,571,875
3,000,000
2,635,439
2,593,172
2,507,220
2,347,502
2,218,922
2,113,471
1,693,183
1,575,975
1,508,125
1,386,835
1,216,452
1,202,213
1,113,000

998,175

998,175

919,262

910,021

831,813

774,612

680,082

Sample #25 was authorized by DPW, thus payment processing was performed by agreeing to Payment
Authorization forms signed off by construction/contract administrator and project manager. We
inspected the supporting documentation (contractor invoices, approved payment authorization,
payment approval support) to determine whether all charges included in the sample amount were

appropriate based on SFMTA work authorization procedures.
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Sample # Project # Project Name Transaction Type Transaction Amount
26 22380 MT PROCUREMENT OF NEW LIGHT RA Small-Dollar Value S 614,000
27 22395 MT Mta S2017 Rev Bond Coi - Tr Small-Dollar Value 380,000
28 22960 PW MTA Prkg Controls Improve Small-Dollar Value 250,123
29 22960 PW MTA Prkg Controls Improve Small-Dollar Value 154,343
30 22395 MT Van Ness Ave BRT-CPT640 Small-Dollar Value 70,000
31 22380 Mta S2014 Rev Bond Coi - Trans Small-Dollar Value 60,000
32 22395 MT King St Substat Upgr-CPT735 Small-Dollar Value 51,000
33 22395 MT PROCUREMENT OF NEW LIGHT RA Small-Dollar Value 32,752
34 22950 Mta S2013 Rev Bond Coi - Susta Small-Dollar Value 28,000
35 22395 MT PROCUREMENT OF NEW LIGHT RA Small-Dollar Value 13,931
36 22960 PW MTA Prkg Controls Improve Small-Dollar Value 2,801
37 22960 PW MTA Lombard Wtrprf Facade Small-Dollar Value 2,533
38 22380 PW Operator Conv Stn VN and NP Small-Dollar Value 2,287
39 22950 Mta Rev Bond S2013 Coi - Garag Small-Dollar Value 2,000
40 22380 PW Operator Conv Stn Rivera-GH Small-Dollar Value 1,866

Results: Other than Sample #15 payment, no exceptions found as a result of applying the above
procedures.

Interdepartmental charges (Sample size 15) — Sample numbers 41-55 (Steps 2a-c described above)

For samples #41-45, #48-49, #53, #55 we validated that the uses are solely for purposes per the
respective bond authorizing resolution and applicable laws by obtaining the Department of Public
Works (DPW) Payment Authorization form (DPW samples)/SFAC Payment and Encumbrance checklist
(ART sample)/SFMTA Work Authorization Request to SFPUC (PUC sample), the general ledger
screen shot, project description and project cost details provided by DPW/ART/PUC and noted the
project descriptions on the work authorization form were for capital projects referenced in the
respective bond resolution. We agreed the progress payment or work authorization amount to the
amount on the contractor payment (check copy or EFT). We note none of the interdepartmental
samples were related to construction costs, as such encumbrance forms were not applicable.

For samples #41-45, #48-49, #53, #55 we validated the transactions were properly supported based
on the City and Departmental policies and were processed in accordance with SFMTA's internal
procedures by obtaining the work authorization from management and confirmed it was signed by a
SFMTA project manager who verified that the documentation for charges was correct; the charges
were in line with the project scope, schedule, and budget; and progress of work reasonably equated to
the percentage of the budget expended. SFMTA’s Work Authorization Procedure indicates that the
SFMTA project manager is required to approve the charges related to DPW/ART/PUC within 30 days
of month-end for the applicable charges and requires that expenditures have a project description and
project code to which the expenditures can be charged for tracking purposes. We obtained the invoices
and work authorizations from management and compared the project descriptions to the project
descriptions in the general ledger detail and to confirm that expenditures were for capital projects per
authorization of bond revenues.
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Sample # Project # Project Title Transaction Type Transaction Amount
41 10031830 PW MTA Lombard Wtrprf Facade Interdepartmental S 680,082
42 10031831 PW MTA Prkg Controls Improve Interdepartmental 275,087
43 10031410 PW Polk St Infra Impr Interdepartmental 166,281
44 10031831 PW MTA Prkg Controls Improve Interdepartmental 113,785
45 10002361 PW Masonic Ave Infra Impr Interdepartmental 63,544
46 10031831 PW MTA Prkg Controls Improve Interdepartmental 31,549
47 10031817 PW MTA Golden Gateway Vent Interdepartmental 15,787
48 10031831 PW MTA Prkg Controls Improve Interdepartmental 7,199
49 10031546 PW Masonic Ave Infra Impr Interdepartmental 5,190
50 10031438 PW Broadway Chinatown Phase IV Interdepartmental 4,547
51 10031737 PW Lombard St Infra Impr Interdepartmental 3,482
52 10031830 PW MTA Lombard Wtrprf Fagade Interdepartmental 3,044
53 10031438 PW Broadway Chinatown Phase IV Interdepartmental 7,035
54 10031438 PW Broadway Chinatown Phase IV Interdepartmental 1,112
55 10011573 MT Islais Creek, Maintenance a Interdepartmental 10,899

Samples #41-45, #48-49, #53, and #55 were non-personnel expenses; therefore, no labor reports are

available.

Samples #46-47 and #54 were journal entries that are not subject to the same procedural requirements
as regular expenses related to projects funded by bond revenue. We viewed the approval chain on
PeopleSoft and verified that the PeopleSoft screens agreed to the amount per the selections.
Furthermore, we viewed the preparer and approver dates noting that the approver date was after the

preparer’s date.

Samples #50-52 were project manager allocations of salaries, for which the project manager has
discretion to allocate salaries once funding for an overall project is approved. We noted the Work

Authorization Title/Description agreed with the Project description noted in the sample. We also noted
that the work authorization was signed off as approved by the respective project manager.

Results: No exceptions were found as a result of applying these procedures.

Budget Funding (Sample Size 2) Sample numbers 56-57 (Steps 2a-c described above)

For the budget funding samples, we validated the uses of funds were solely for purposes per the
respective bond authorizing resolution and applicable laws by obtaining the SFMTA Work Authorization
Request from management and compared the project description to the respective bond resolution.

For the budget funding samples, we validated the project expenditures and encumbrances were for
authorized capital projects by obtaining the SFMTA Work Authorization Request from management and
confirmed the form was signed by a project manager. 1 sample was related to capital outlays for
buildings, structures, and improvement projects included in the respective bond resolution. 1 sample
was related to a request from the Controller’s office to move budget funding from Internal Audit to fund
other expenses within the same project code and using funding from the same bond series.

For the budget funding samples, we validated the transactions were properly supported based on City
and Departmental policies and were processed in accordance with SFMTA'’s internal procedures by
obtaining the work authorization request which requires an expenditure or encumbrance have a project
description and a project code to which the expenditures can be charged for tracking purposes. All the
work authorizations obtained had the project description and project code. We found the SFMTA
project manager signed the request form prior to transactions being entered into the general ledger
system by comparing the dates on the request form to the general ledger entry. We inspected general
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ledger screen shots that showed the funds authorized to be used for specific projects by code and we
noted the entry to the system agreed to the amount authorized on the Work Authorization Request.

Sample # Project # Project Title Transaction Type Transaction Amount
10009630 MTA Rev Bond S2012B - Parking Budget Funding S 138,913
10002815 MX Waterproofing & Ventilation Budget Funding 3,615
10009627 MTA 2013 Rev Bond S2013 - SSD Budget Funding 387,317
10012872 MTA Rev Bond S2013 - Parking Budget Funding 23,211
10012883 MTA Rev Bond S2014 - Garage Budget Funding 446,890
10010035 MS TERRY FRANCOIS BLVD BIKEWAY Budget Funding (50,000)

56 10010035 MS TERRY FRANCOIS BLVD BIKEWAY Budget Funding (231,800)
10010035 MS TERRY FRANCOIS BLVD BIKEWAY Budget Funding (10,000)
10010035 MS TERRY FRANCOIS BLVD BIKEWAY Budget Funding (25,000)
10010035 MS TERRY FRANCOIS BLVD BIKEWAY Budget Funding (10,000)
10010035 MS TERRY FRANCOIS BLVD BIKEWAY Budget Funding (118,200)
10010035 MS TERRY FRANCOIS BLVD BIKEWAY Budget Funding (1,890)
10010035 MS TERRY FRANCOIS BLVD BIKEWAY Budget Funding (142,528)
10010035 MS TERRY FRANCOIS BLVD BIKEWAY Budget Funding (410,528)
10011922 Mta S2012B Rev Bond Coi - Tran Budget Funding (41,400)
10011917 Mta S2013 Rev Bond Coi-Transit Budget Funding (120,000)
10011918 Mta S2014 Rev Bond Coi - Trans Budget Funding (60,000)
10031005 MT Mta S2017 Rev Bond Coi - Tr Budget Funding (380,000)
10009625 Mta Rev Bond S2012B Coi - Sus Budget Funding (10,000)
10009620 Mta S2013 Rev Bond Coi - Susta Budget Funding (28,000)
10012881 Mta Rev Bond S2013 Coi - Garag Budget Funding (2,000)
10009621 Mta S2014 Rev Bond Coi - Susta Budget Funding (32,000)

57 10012882 Mta Rev Bond S2014 Coi - Garag Budget Funding (58,000)
10011922 Mta S2012B Rev Bond Coi - Tran Budget Funding 41,400
10011917 Mta S2013 Rev Bond Coi-Transit Budget Funding 120,000
10011918 Mta S2014 Rev Bond Coi - Trans Budget Funding 60,000
10031005 MT Mta S2017 Rev Bond Coi - Tr Budget Funding 380,000
10009625 Mta Rev Bond S2012B Coi - Sus Budget Funding 10,000
10009620 Mta S2013 Rev Bond Coi - Susta Budget Funding 28,000
10012881 Mta Rev Bond S2013 Coi - Garag Budget Funding 2,000
10009621 Mta S2014 Rev Bond Coi - Susta Budget Funding 32,000
10012882 Mta Rev Bond S2014 Coi - Garag Budget Funding 58,000

Sample #56 relates to the transferring of bond interest earned from pooled cash towards construction
projects. Per the resolutions for bonds from 2012A, 2012B, 2013, and 2014 the bonds are to be used
for transit, transportation, and various capital projects, which agree to the authorized purpose of the
project for MS Terry Francois Blvd Bikeway. SFMTA was not able to provide evidence of the Project
Manager’s approval as the approval was completed electronically through an e-workflow and
disappears once the budget initiation and revision process is completed. Emails are transmitted to the
responsible parties notifying them of the approval, however neither of the parties involved are still
employed with MTA. In lieu of the Project Manager approval, we reviewed the approval chain in
PeopleSoft by the accounting staff, as the accounting staff will not input the entry prior to the Project
Managers approval. We viewed the PeopleSoft screens and agreed the amounts, as well as viewed the
preparer and approver dates noting the approver date was after the preparer date. Finally we ensured
the preparer ID and approver ID were different (no names were shown).
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e Sample #57 is a budget adjustment. We viewed an email from the Controller’s office requesting the
budget adjustment as the Controller’s office decided to liquidate the department’s work order. We note
the Controller’s office has the appropriate authority to initiate a budget revision and approve the entry.
The funds were transferred to a different expense within the same project, therefore the descriptions
still meet the authorized purpose as the projects have not changed. We agreed the budget revision
request to the PeopleSoft entry and screenshot

Results: No exceptions were found as a result of performing these procedures.

Trustee Payments (Sample Size 5) Sample numbers 58-62 (Steps 2d-e described above)

e For the five trustee payments, we validated that the trustee payments for debt service amounts paid
were correct and the payments were paid by the due date by obtaining the monthly payment request
and bank statement from management, and comparing the due date on the monthly payment request
to the payment date on the bank statement and to the debt maturity schedule in the respective bond
resolution to show whether the payment date was before the due date. We also agreed each trustee
payment amount selected to the amount on the bank statement.

e For the five trustee payments, we validated if bond liabilities as of the year-end date of June 30, 2019
were correct and if they were supported with a payment by obtaining the debt service schedules for
Series 2012A, 2013, and 2017 (2012B and 2014 were not covered by the sample selection) bonds as
part of the fiscal year 2019 audit and agreeing each amount to the corresponding debt service

schedule.

Sample # Project # Transaction Description Transaction Type Transaction Amount
58 10001719 MTA TS DSF REVBD S2017 (NEW) Trustee Payment S 506,667
59 10001719 MTA TS DSF REVBD S2017 (NEW) Trustee Payment 584,649
60 10001723 MTA SS OPR DEBT SERVICE-13A Trustee Payment 91,172
61 10001725 MTA SS OPR DEBT SERVICE 12A Trustee Payment 461,667
62 10001719 MTA TS DSF REVBD 2013A (NEW) Trustee Payment 390,667

Results: No exceptions were found as a result of applying these procedures.



