Advisory Committee Recommendations:

1. Organizational Assessment Report:

Develop mission statements for each advisory committee with
goals/objectives that align with VT A mission/vision/values

Reduce the overlap between committees; if more than one select lead
Involve committees early in the process

Don’t take all items to all committees; focus on areas of
responsibility/expertise

Reduce the number of committees; merge TAC and PAC
Review the bylaws to be sure they reflect current mission/duties
Develop annual workplan

Offer orientation for new members

2. Bureau of State Audits Report:

Reassess/restate the purpose/roles of the committees

Develop work plans that involve committees early in process and tap
expertise/focused areas of responsibility

Provide citizens with an opportunity to address board similar to PAC
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B. VTA Governance Does Not Operate as Designed- R
.. Current Board Sfructure. The Congestion Maagement. Agency’s (“CMA’s") .
- govemance' structure Served as VTA’s govemance miodel.- The structuré was
. desigied to provide Santa Clara County and thie Cities within the- county ‘with af -

.Opportunity to participate in VTA’s governance. Enabling legislation establishes -
" VTA's Board as “...the legislative body of the. district” that “shall determipe all -
questions of district policy.” The Board has broad powers as a public trans@t;agencj
and as the CMA. These include the power to construct, improve and/or operate tnsit
and panatrapsit services, state and county highways,. roads, streets, bicyclé, and
- The Board conswts of .'t}ai'elvé'wiptin:’g ;hembeis who are appointed for two year ferms
.. by their respective, appointing agencies from the county and cities. The Chair and
-, Vige Chalr serve one year terms and are elected by VTA’s Board. | * © °-+ "
Sian(iing- Committees. VTA has .three. Standing Committees that ser.\}e as Iié)ard
. @dvisors on policy matters within their assigned: areas of responsibility and gther
~matters referred to them by the GM or Board Chair. The Standing Commitees
.+, e specified in jts Administrative. Code and cari be changed by the Boad as -
. appiopriate; VIA's Standing Committees are: PR
P -+  Administration and Finance Committee: pertaining to VTA’s financial
>+ managemerit.and general administration; R R
"»" Transit Planning and Operations Committee: 'i;éﬁaihipg to VTA’S tansit
" planning, capital projects, transit operations, and marketing; and
) '."f',-. CMP and Planning ép.r‘xi;riiﬁteé:: pertammg to cqh:gesfién' managenent’
- program and development of countywide transportation plans.
Afiﬁ&o.rj!' t‘éﬁiriiittéeq. The Board has also established five Adv'is'o'ry'. Cdfﬁrfﬁftéeé
s thatprovide advice to the Board on policy issues referred to the Comunittee either’
B by the Board. or the: GM. These Advisory Committees also - facilitate
‘ . commu.nica'tions between the community, other’ agencies, and VTA, to hild
| necessary consensus for policy decisions, Like .the Standing Committegs, the
Advisory Committees are specified in. the Administrative Code -and ‘can be
changed by the Board as appropriate. VTA’s Advisory Committees are: " s

s Policy Adviéor’y Committee:: advise qﬁ policy is_sue"s (ﬁnl.ike_‘.thé. other
Advisory Committees, members of this Committee are elected officials); '
Y chhiiical Advisory Committee:, advise on ,iﬂajof p&fcy and jechqiéal
.- issues related to VTA projects and programs; . . T
" Citizens Advisory Committee:. advise on policy issues from a <itizen’s
" . perspective, including community interests, busiriess and labor groups, .

and city and county groupings, and sgn}és as Measure A wat_chddg;
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Use Adm"w_'y Comneitiees lo Ilzfar//; Board Decisions. ‘Whlle the duties of -
each Advisory Committee are described in the Administrative Code, Hay did not
find that the Committees have clearly articulated missions, goals and objectives.
As a result, the Advisory Committees are not well aligned with VTA’s mission,

There is also a significant "degree of overlap in the Adv:sory Commntces
acuvmes and work plans.’

Hay found that these Committees do not have an opportumty to consider policies
and plans in the early stages of their development. Early stage participation by
these Committees would enable them to prov1de meaningful input and could help
facilitate the development of a consensus on issues, so that true regiorial solutions
can evolve. More often than not, staff presentations are made to the Advisoy

"Committees only when a proposal has been fully developed and is planned for

recommendation to the Board in an upcoming meeting. .In these cases, the
Advisory Committee action is to report to the Board that the staff report was
accepted. The Advisory Committees have generally not been in a position fo

provide meaningful, regionally based policy guldance to the Board based on then'
own mput agreements and dxscussxons

Need 1o Embrace I}dﬂcwy Regaa;mh&tze.r and Oédgatzo/m VTA’s Board
has a fiduciary responsibility to ensure that VTA remains finanmally sound and
that its assets are appropriately protected. It is the responsibility of each Board
member to understand the complete financial consequences of policy proposals
for VTA’s mission, financial condition, expenditures, and reserves. While the

Board’s fiduciary responsibility is clear in principle, VTA has not cons1stemly
taken acuons to adhere to this responsibility.

» Making dec1sxons where local interests take priority over VTA and the
" region’s needs. The Board has approved capital projects and transit servics
plans that were political solutions to address the needs. of locd
jurisdictions at the expense of the region’s transportation needs. As:
result, VTA has built transportation systems and has transit service plans
that have low ridership and are expenswe to operate and maintain.

. Makmg Decisions Wlthout Adeguate Financial Information. The Board
members bave reported that they have made significant financial decisions

without being fully informed of their short and long term consequences for
VTA’s financial condition, reserves, or expenditures. Board members
repeatedly expressed frustration -that reports, recommendations, and .
information provided by VTA staff have not clearly and concisely
presented the full current and future financial impact of - policy proposals

* and alternatives. Many Board members have also expressed that VTA's

. Board package is not desxgned for ease of use when preparing for

upcoming meetings (this is partlcularly an issue for Dn'ectors who do not
bhave full time staff support). :

fé . March 2007 Hameup“
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. & Review and adopt business pohcy at VTA (near ferm policy i 1ssues include
" ~the Transit Sustainability Policy, COA, Financial, Policy to ‘assur
'sustainability, Policy for Measure A Revenue/Expendxture Planning and

: Project Pnonuzatton, and the Commercial Development ngram),

. Review and approve changes to the Adnnmstratxve Code to reﬂect'-

changes in governance structure such as appointment of the GM to the

Board, changes in Standmg and Adv1sory Comm.tttees changes in oath of

ofﬁce etc.; ; and

» Provide oversight of VTA’s ﬁnancxal management, pohcxes controls,
practxces, and financial statement dxsclosures

-" ermﬁdate Lhke Boord’s Role in 877 Poﬁcy Mﬂkmg It is imperative that the

.- -Board engage its Standing and Advisory Committees to provide input into pohcy

decisions for the benefit of regional stakeholders. The Board should remain

. focused_on establishing general policies and charge the GM with résponsibilities

 for developing initiatives-and actions consistent with Board policy. The Board, in

turn, will be able to evaluate whether the organization’s programs are consistent
with Board policy and whether the desired outcomes were: ach1eved

* Revisit the Board Standing Commitlee .S'trlzctlzre i 2006’ As prewously noted,
. Hay believes that the Standing Committee structure could be effective under good
governance * practices. However, -we- recommiend that the Board revisit the
Standing Committees’ effectiveness during fiscal year 2008 as part of the annual

- *Board self evaluation, and make any adjustments deemed necessary

Reduce te /Vm&er of Aa’m"wy Committees. VTA should develop and
.. evaluate a plan to incorporate the duties of the Technical Advxsory Committee
into the mission and responsxblhtxes of the Policy Advisory Committee. VTA
- should also consider revising the membership so that elected officials would
: continue to serve as Committee members but designate the alternate position to be

filled by the senior professmnal in the jurisdiction (City Manager). This approach

would help ensure that the Policy Advisory Committee members have the benefit

of business and/or technical analysis conducted by professwnal staff in then
- jurisdiction for the pohcy matters that they consxder

Change the 04//5 of Oﬁ?ce lo Keywre aﬂ’egmml Faczt.r. The GM and Board
‘Chair should reach, out to appointing authorities to educate.them about the
.requirements of enabling legislation for their respective appointments to the

Board, To serve the region and the jurisdiction effectively, VTA: should consider

- changing its Oath of Office for the Board to include commitments to: (1) avoid

. the appeatance of conflict; and (2) take 2 regxonal perspectwe when makmg
policy dec1sxons :

. Catzduct af b’aara' afza’ Cammzttee Meetmgs VTA’S Boa.rd meetings need to
be conducted in a collegial and professxonal manner, with a focus on pre-
SR estabhshed agenda items ‘set forth in Comnnttee work plans that are mutually

gy HayGroup'
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developed by the Board and Committee Chairs. Items for Board action should *

first be reviewed and recommended by the appropriate Advisory Committee snd .

then by the appropriate Standing Committee. The practice of having all items
reviewed by all committees should be discontinued. Tterns that aré recommended
for approval to the Board by a Standing Committee should be reported out anda
motion made by the Chair of the Standing Committee. The item should not be
presented at the Board meeting. The Board should continue to use the Consent
~Agenda for appropriate items. Board members should bé able to, request that
-individual items be removed from the Consent Agénda and considered by the
Board. Items on the Consent Agenda should not be presented at the Boad
meeting. : S T

Ix,ﬂprove the Quality of Information that the Board Receives. VTA staff should

-, Tevise the structure and content of the Board Package of materials. Staff should also

develop a format and a review process that ensures meaningful, actionable policy
recommendations and clear, concise supporting information, including short and long-
term impacts on VTA'’s financial condition, expenditures, and reserves.’ The Boaid

Board members who do not have full time staff support.
Operate VTA Like a Business - '

-package should be designed to serve the needs of all Board me_n_xbg:rs,' inbluding those

' VTA needs to opérate more like a for profit business with -a focus on financil.

viability and stability, while fulfilling its non profit regional transportation mission.
In this way,”VTA' will enhance its ability to deliver the quantity and quality if -
regional transportation services in the miost financially effective manner; ~

Establish Cohl‘s, Objectives' and Performance Manageixieni Processes for tlie ‘
Executive Management Team. VTA should update the accountabilities for C-Levd
staff, taking special care to clearly define accountabilities for core leadership

. processes such as strategic planning, capital budgeting, and operations budgeting. I

. addition, interdependencies between the GM’s role and the C-Level roles should &

_be managed to drive the results to the highest levels of performance.

clearly defined. The GM and executive management teamn need to develop a nev
strategic business plan for the Agency. This new strategic business plan should %
accompanied by goals that can be quantified and measured while at the same tige .
tied to. VTA’s mission. Once the performance measures are established, .a systen
should be developed which' will allow for the integration of the organization’s

-activities with the measures used to gauge their performance. These activities need i

VTA should ensure that it updates its executive performance mapagement program t
include communicating about performance, providing feedback, and holdin
executives accountable for their individual and collective impact. Performanc
metrics-should consider measures that engage the inierrelationships bgtwéen VTA}

. Strategy and its business/operational component. S

Deiegate Appropriate.Aixthority, and Accdunt'abili.t-y.. Hay rcconirhends"mat G

make substantial changes to its organizational structure to support the revised mission

March 2013? . ‘ : Hamew’
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A. Evaluation of VTA Performance ‘

The Vision Statement: The vision of the Santa Clara Valley Transportation Authority
'(VT A) is to provide a transportation system that allows anyone to go anywhere in the
region easily and efficiently. .

The Mission Statement: The mission of the Santa Clara Valley Transportauon Authonty
(VTA)isto prov1dc the public with a safe and efficient countyw1dc transportation system.
. The system increases access and mobility, reduces congestion, improves the environment,
and supports economic development thereby enhancing quality of life.

This vision and mission which are very broad and seemmgly expensive to achieve may
have been appropriate in the economic environment of 1995. The Hay team recommends
that the VTA Board of Directors gain a thorough understanding of the current and
pro_]ected financial constraints and challenges facing VTA and develop a new vision and
mission for the Agency for the next decade that can be accomphshed W1thm VTA’s
financial capacity.

Governance

Asa first step in our assessment of the governance structure the Hay teain reviewed and
analyzed the VTA Enabling Legislation, the Administrative Code, and the By-Laws for
each of the Advisory Committees. The team then conducted interviews with VTA Board
Members, each of the.Advisory Committee Chairs and a group of stakeholders. The Hay'
team has concluded that the governance structure currently in place has and can continue
to serve VTA well. Conversations with current and recent board members and
stakeholders, however, indicate that the board is facing a number of significant
challenges that need to be addressed in order for the board to satisfy its responsibilities
and function effectively as a regional decision-making body. Moreover, the Advisory
Committees charged with supporting the Board of Directors have found their opportunity
to help shape and recommend policy has been diminished and we did not find that they
have a mission, with clear goals and objectives articulated. A detailed discussion of the
Hay team’s findings and recommendations for improving the effectiveness of VTA's
governance structure can be found in a section of Part 1 entitled Review of VTA

Govemance Structure: Board of Directors, Advisory Committee Structure and
Stakeholders.

Organization Structure

The analysis of VTA’s organization structure was done at both the enterprise level as
well as a detailed review of each division within the Agency. As a result of our analysis, -
the Hay team has determined that VTA’s organization structure needs more clarity,
focused accountability, and fiscal responsibility for all lines of business including: transit
services, planning and congestion management, engineering and construction, -
_ management of capital projects including SVRT, fiscal resources, and administration. In
addition, it is necessary to support the increasing criticality of an external focus for VTA
leadership by reducing the General Manager’s span of control and internal management
requn'ements The Hay team is recommending substant1a1 changes to the organization

Organizational and Kinancial Assessment HayGrmxp
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-

D. Review of VT A Governance Structure: Board, Advxsory Commxttee Structure and Stakeholders

e An Audit Commrttee is not a standmg comrmttee of the Board. Most public sestor
agencies today, while not required to implement Sarbanes Oxley, are modifying their
committee’ structure to include an Audit Committes to implement. “the spirit” of thrs -
legslauon as a means fo sahsfy the Board’s ﬁducrary responsibrhues

Frndings- Standing Committees .

... The Standmg Committees are speclﬁed in the- Ad.mm Code.. VTA’s Board appearto
have the flexibility to define. the Standing Comxmttee structure Changes to fhe
structure can be made through changes in the Admm Code.

o The Standing Committee structure could be effectrve under good .govémaice
pracuces. i _ .

Standmg Committee activities should reflect their deﬁned responmbrimes VIA
curently has situations where “all items reviewed by all committees”. For examyle,
ideas are presented to all Committees to help predict the results of Board votes.

There is no Audit Committee, which could be orgamzed asa Standmg Committes of
the Board. .

Findings: Advrsory Committee Structure

Provided that it has at least one Advisory Committee, VTA’s Board has the ﬂemblhtyto
define its Advisory Committee structure. Changes to the structure can be made through
changes in the Administrative Code. .

From discussions with prior board members and stakeholders who were the original
architects of the governance structure it is clear that the advisory committee structure was
established to provide stakeholders with a forum to provide guidance to the Board as
policy was being developed and considered. The history seems to indicate that fiis
structure served the Board and VTA well during its early years as an organization. In

more recent years, it appears as if the Advisory committeés’ opportumty to help shape
and recommend policy to the Board has been dmumshed.

While the duties of each advisory committee are described in the Administrative Code
and the By-laws of each Committee, we did not find that the Committees have a mission,
with clear goals and objectives articulated. As a result we find that the committees are not
well aligned with VTA’s mission, goals and objectives. In addition, there is a significant
degree of overlap in the activities and work-plans of the Committees. We find that the
Committées do not have an opportunity to consider policy and plans in the early stages of
their development so that they-can provide meaningful input to the VTA staff and the
Board. The opportunity for committees to participate in the review of policy in the early
stages of development would also help to build consensus on issues as they are being
developed so that true “regjonal” solutions could evolve. More often than nof,
presentations from staff are provided to the Advisory Committees only when they are
fully developed and planned for recommendation to the Board in an upcoming cycle, In
these cases, the Advisory comrmttee s action is to “accept the report” ﬁom ‘staff and

Orgamzatlonal and Fmancxal Assessment
March 200 7
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‘ ' réppr'; to the Board that ﬂi’ey reviewed and accepted the staff report on the item In most
. cases the Advisory Committees are not in a position 0 provide meaningful policy
guidanceto the__ Board. T . , - .

’ The Advisory Committee stmcturé can providé the VTA Board with the 'bencﬁt's'of an

* - “historical perspective” and “institutional memory” on transportation issues that can often

take many years to mature. Unlike the Board of Directors who serve two year terms and
whose tezure on the Board can be shortened by term limits affecting their elected positian,
"Advisory Committee members serve two years and may be appointed to successive terms
. (in the case of PAC, BPAC and CTA) or serve continuously until resignation or
replacement by their respective appointing authorities (in the case of TAC and CAC). An
effective Advisory Committee structure can also help the Board satisfy its responsibility
for succession planning by serving as an effective structure in which to educate members
on the intricacies of VTA’s core businesses (Planning and Congestion Managemert,
Engineering and Construction, and Transit Operations) and season elected official for
future position on the Board of Directors. ’ . B

Recommendations: Board of Directors and'Standirig Committees

The VIA .Board' of Directors should implemenf a program that will address the -
challenges currently facing the Board with the objective of improving their effectiveness
as aregional policy board. The prograr should include the following elements:

. * .. The General Manager should develop 2 work-plan for the Board Chair to focus
the Board on its policy role and fiduciary responsibilities. Given VTA's current
financial challenges, the need to make meaningful changes to its service plans and
capital program priorities the Board should; s .

. ., v Review and ébpr_ov_e VTA’s.Vision, Miésion and Goals

.\ Review and approve business policy at VTA (near term policy issuss
.. include the Transit Sustainability Policy, Comprehensive Operation
Analysis, Financial Policy to assure sustainability, Policy for Measure A
Revenue/Expenditure Planning and Project Prioritization, and the
Commercial Development Program). :

' Reviéw and épprove_reqﬁiréd changes to the Adininistraﬁve Codel.

v Provide oversight of VTA’s financial management, policies, controls
. . * p . 4
. practices, and financial statement disclosures

« Establish an Audit Cominiftee as a standing committee of the Board. Make 2
policy decision to implement the “spirit” of the Sarbanes Oxley legislation. -
Develop a charter that would require the Audit Committee to: - :

o Approve and provide policy oversight for VTA’s Audit Program

" Organizational and Financial Assessment
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. 'Re\}iew and approve annual work-plans for the Bdard Advisory Commit_tées.

e Consult directly with Board Advisory Committee Chairs on items'rcqﬁiﬁng Board
- action. ‘ ' ' : .

‘e The General Manager and Board Chair should reach out to appointing authorities
to educate them concerning the requirements of enabling legislation conceming
~their respective appointments to the Board. To serve the region. and the
jurisdiction effectively, candidates for the VTA Board should be available t
serve a two year term, have knowledge and experience in transportation and have

& “rogional foous”. S e e .

e The Board should appoint the General Manager as an “ex-officio, non voting
member” of the VTA Board. This model, which has proven very effective in not-
for-profit organizations and in private industry, will elevate and empower the
General Manager as he works with regional stakeholders to represent the interests
of VTA and its Board. Given the organizational and financial challenges facing
VTA this recommendation together ‘with the balance of the recommendations in
this report is essential to VTA accomplishing its transformation and achieving its

. Vision for a mature and financially sustginable organization,

Reéommendations: Ad‘}_isory Committee Structure

. The VTA Board should approve the development and implementation of a program that -

will have the Advisory Committee structure serve the purpose for which it was originally
intended - to provide stakeholders with a forum to provide mezningful and timely advice
to the Board of Directors. This program should include the following elements;

* Develop a specific mission statement for each Advisory Committee that is aligned
- with VTA’s mission, goals and objectives. Focus the responsibilities of each
committee and avoid overlapping responsibilities. In the event of shared

responsibilities between committees designate a committee as having the “lead
_responsibility”. ' :

* Reduce the number of Advisory Committees. Develop and evaluate a plan to
incorporate the duties of the Technical Advisory Committee in to the mission and
responsibilities of the Policy Advisory Committee. Consider _ revising the
membership so that elected officials would continue to serve as Committee
-members but designate the alternate position to be filled by the senior professional
in the jurisdiction (City Manager). This approach would ensure that the PAC
members have the benefit of a business and/or technical analysis conducted by the
professional staff in their jurisdiction for the policy matter they are considering,

* Revise each Committee’s by-laws to reflect their new mission, responsibilities
and duties. : S e R

. Dcvelop.an annual work-plén for each Advisory Committee. Bach Advisory
- Committee’s work-plan should include a review of items in the Committee’s

Organizational and Financial Assessment _ E{ayGrﬁup”
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specific area of respons1b1hty that preview the pohcy matters that the Board wil
consider during the upcoming year. The work-plan schedule should ensure that
the Committee has an opportunity to review and provide input to the item in the
" early stages of development and review the item in a final form with appropriate
time to provide a timely recommendation to the Board. The Advisory Committee
Chair should review the Committee’s work-plan with the Board Chalr and
formally recommend the work-plan to the Board for approval.

» Define a process that would facilitate the use of the Advisory Committee structue
-asa forum to reach regxonal CONSENsus.

» Develop an Orientation Program for each Advisory Commlttee that educates new
members on the Committee’s mission, goals, objectives and current year work-
plan. Require attendance for incoming members.

s Revise the Board matenals fo mclude an Execuuve Summary of cach 1tem on the
Agenda.

Organizational and Fiﬁancial Assessment - Hay( }r@
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 VTA Response to Speéiﬁé State Audit Rééommendation‘s o

State Audit Recommendation #12: To demonstrate that it values the expertise of its
advisory committees, VTA and its Board should take actions to ensure that advisory
committees are involved in the development of policy solutions. Such actions should
include the following: reassessing and stating the purpose and role of each advisory _,
committee; creating work plans for advisory committees that ensure the committees have an
opportunity to review and provide input on issues in the early stages of development;
providing the citizens committee with an opportunity to address the Board at every meeting,

similar to the opportunity provided to the policy committees.

VTA Response: VTA agrees that advisory committees should be involved in the
development of policy solutions. We value the expertise, advice, and time they commit to
improving our services. Although we believe that we prioritize efforts to engage the public

- in our planning, we took the findings of the Hay Group report to heart, and in recent months,
have taken additional steps to improve the way that we strategically bring policy items to the
Advisory committees for their consideration and input. VTA works extensively withthe
community and our Advisory committees to benefit from their insights, including planning
our Bus Service Redesign which was Succéssﬁllly launched earlier this year, creating our
countywide Bicycle and Pedestrian plan, developing the county’s long range transportation
plan VTP 2035, and improving our light rail and bus services to meet evolving accessibility
needs of seniors and disabled passengers. '

1t is our opinion that the two recent initiatives selected for analysis, out of dozens of policy
proposals that were initiated in the past two years, are not fully representative of how VTA
uses our Advisory committees. Coincidently, VTA had only just begun work on both
initiatives at the time that the audit began this spring, and both were in very early stages of
the policy development process. In addition, both the Governance and the Vision/Mission
updates were initiatives where the primary direction was appropriately coming directly from
the Board, with the various Advisory committees being asked for input when appropriate to
their scope of responsibility, as defined in the committee bylaws. For example, the proposed
modifications to the Vision/Mission statements were taken to all Advisory committees, and
their input was incorporated into the proposals that are currently being considered by the
standing committees and ultimately will be taken to the Board. In the case of the
Governance issue, this proposal was taken to the Advisory committees which have this type
of subject matter covered within their bylaws, and to all the other committees as
informational background, to keep all informed about major developments in VTA.

In neither situation were the Advisory Committees given finished proposals that they had to
either accept or reject in their entirety. With respect to the Governance proposal, the
proposal was generated by the Governance Subcommittee of the Board. This proposal was
vetted through an extensive review process. Advisory committee members are encouraged
to provide their input and suggestions for the standing committees’ and the Board’s
consideration, and their input is reported orally, in memos, through committee and staff -
reports, and in the respective committee minutes. That said, VTA has specific plans for
continued improvement of the way our Advisory committees function as part of the policy. -
development process, including creating a unified work plan that includes the Advisory
committee work plans, revisiting the committee bylaws to strengthen and clarify statements
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