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Support Material Agenda Item No. 3

Independent Taxpayer Oversight Committee Meeting
(ITOC)

April 20, 2016
1:30 p.m.

Location:
San Bernardino Associated Governments
Board Room — First Floor Lobby
1170 W. 39 Street, San Bernardino, CA

3. Measure I 2010 — 2040 Maintenance of Effort Base Year Levels

Review the proposed Measure I 2010-2040 Maintenance of Effort Base Year Levels and
provide comments as appropriate for the SANBAG Board of Directors.

The agenda item was revised to include the cities of Montclair and Rialto.

Cities of: Adelanto, Barstow, Big Bear Lake, Chino, Chino Hills, Colton, Fontana, Grand Terrace, Hesperia, Highland, Loma Linda, Montclair
Needles, Ontario, Rancho Cucamonga, Redlands, Rialto, San Bernardino, Twentynine Palms, Upland, Victorville, Yucaipa
Towns of: Apple Valley, Yucca Valley County of San Bernardino
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April 20, 2016
1:30 p.m.

AGENDA ITEM: 3

April 20, 2016
Measure I 2010-2040 Maintenance of Effort Base Year Levels

Review the proposed Measure I 2010-2040 Maintenance of Effort Base Year
Levels and provide comments as appropriate for the SANBAG Board of
Directors.

After the Independent Taxpayer Oversight Committee (ITOC) noted that
SANBAG lacks a formal process to monitor *Maintenance of Effort” (MOE) on
the part of local agencies as required by the Measure I Ordinance and Section
190300 of the California Public Utilities Code, SANBAG staff developed
amendments to Measure I policies to put MOE requirements in place. MOE is a
requirement that a local agency use the Measure I funds they receive to
supplement and not to replace their own discretionary fund sources used for
transportation purposes.

Policies 40003, 40012, and 40016 in the Measure I 2010-2040 Strategic Plan
establish requirements for the Valley, Victor Valley, and Rural Mountain/Desert
subareas Local Streets Programs, respectively, for project eligibility, adoption of
Five Year Capital Improvement Plans (CIP) by local jurisdictions, accounting
requirements, and development mitigation requirements. Proposed MOE policy
amendments were presented to the Transportation Technical Advisory Committee
(TTAC), the City/County Managers Technical Advisory Committee (CCMTAC),
the SANBAG General Policy Committee and finally the SANBAG Board of
Directors. On May 6, 2015, the SANBAG Board of Directors approved the
amended policies to add sections related to MOE as follows:

e Determination of MOE Base Year Level — At the suggestion of ITOC and the
concurrence of the TTAC and CCMTAC, Fiscal Year 2008/2009 is the base
year as this is the year before the start of the current Measure I Ordinance.
The MOE base year level is equivalent to the Fiscal Year 2008/2009 General
Fund expenditures for street and highway purposes. Because the purpose of
setting a base year level is to quantify a jurisdiction’s typical commitment of
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General Fund to street and highway purposes, allowances are made for
unusual circumstances that increased the General Fund expenditures in that
particular fiscal year, such as special projects, emergency repairs, or loans to
other transportation-related funds.

Jurisdictions submit draft base year level determinations, and SANBAG staff
reviews those submittals for consistency in assumptions between jurisdictions
and verification of data submitted. After the data has been verified, the
proposed base year levels, with any recommended deductions, are adopted by
resolution of the governing body and presented to the ITOC for consideration.
The ITOC provides a recommendation to the SANBAG Board for approval.
The base year level as approved by the SANBAG Board will remain in effect
until expiration of Measure I 2010-2040.

Certification — Jurisdictions will annually provide a statement in the resolution
of the governing body adopting the Measure I Local Street Program Five Year
CIP that acknowledges the jurisdiction will maintain the required MOE base
year level in that fiscal year. Additionally, the MOE requirement will be
tracked as part of the annual Measure I Local Street Program audit. This will
go into effect for the Fiscal Year 2016/2017 CIP after the base year levels
have been adopted. The Measure I Local Street Program Audit of Fiscal Year
2015/2016 will include verification of the MOE requirement for Fiscal Year
2009/2010 through Fiscal Year 2014/2015.

Excess General Fund Expenditures — Carryover balances will be determined
from Measure I Local Street Program audits. If a jurisdiction has reported
General Fund expenditures above the MOE base year level, the amount in
excess of the MOE base year level can be applied in a future year to offset the
amount the local agency may need to meet the MOE requirement.

Consequences — If an audit indicates that MOE is not being met, then the
Jurisdiction has four years to make up the amount. If the audit following the
four year period indicates that jurisdiction is still below the MOE base year
level, SANBAG will immediately stop disbursing Measure I Local Street
Program funds until the MOE shortfall is withheld. The withheld funds will
be disbursed to the jurisdiction upon demonstration that the jurisdiction has
met the MOE requirements. There are special provisions proposed to ensure
that all shortfalls are resolved at the expiration of Measure I 2010-2040.

Role of ITOC — The ITOC is responsible for determining if an allowance
should be made for unusual circumstances in determination of a jurisdiction’s
MOE base year level and for hearing appeals related to audit disputes.
Additionally, when a determination has been made that a jurisdiction has not
met its MOE base year level, the jurisdiction is allowed to file a request for
special consideration with the ITOC. The jurisdiction must present evidence
to the ITOC demonstrating the need for special consideration. The ITOC will
then make a recommendation to the SANBAG Board to either approve or
deny the request.
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Fourteen jurisdictions’ proposed MOE base year levels were presented for review
by the ITOC in January 2016 and were approved by the SANBAG Board in
March 2016 as presented (Attachment 1). The remaining eleven jurisdictions’
proposed MOE base year levels are intended to be presented for review by the
ITOC at the April 2016 meeting; however SANBAG staff is still in discussions
with twofeus jurisdictions concerning special considerations for the proposed
level. Note that some jurisdictions have chosen to have their base year levels
approved by resolution after ITOC review, and SANBAG staff has agreed to this
exception.

Attachment 2 is a summary of the proposed MOE base year levels available at
time of publishing and Attachment 3 provides the detailed MOE base year level
calculations and descriptions of any deductions proposed for each jurisdiction.
If agreement is reached on the remaining twofewr jurisdictions prior to the
meeting, revised agenda information will be provided.

One exception to the base year level determination has been requested by the City
of Colton. In their case, they demonstrated that Fiscal Year 2008/2009 was an
atypical year in staffing levels and level of expenditure in Public Works.
The City requested that they be permitted to use Fiscal Year 2009/2010 as the
basis for their base year level determination. SANBAG staff has reviewed the
data and concurs that this is a reasonable request. Information from their 2014
Comprehensive Annual Financial Report is attached to their MOE template in
Attachment 3 to show their annual expenditures in Public Works and maintenance
staffing levels over time.

SANBAG staff has conducted a thorough review of each jurisdiction’s general
ledger and financial reports for and the proposed deductions, finds those presented
to be acceptable, and recommends the ITOC recommend approval by the
SANBAG Board. :

This item is not scheduled for review by any other policy committee or technical
advisory committee.

Andrea Zureick, Director of Fund Administration and Programming
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