INQUIRY INTO GOVERNANCE OF THE VALLEY TRANSPORTATION AUTHORITY

FINDINGS AND RECOMMENDATIONS

Finding 1

The VTA Board, currently made up exclusively of elected officials from the Santa Clara County,
Board of Supervisors, the City of San José¢ and the other smaller cities in the County, suffers from:

o A lack of experience, continuity and leadership;

e Inadequate time for the directors to devote to their duties to the VTA Board due to their
primary focus on the demands of their elected positions;

e A lack of engagement on the part of some directors, fostered in part by the committee
system, resulting in VTA functioning largely as a staff-driven organization;

e Domination, in terms of numbers, seniority and influence, by representatives of the Santa
Clara County Board of Supervisors and the City of San José; and

s Frequent tension between the director’s fiduciary duties to VTA and its regional role, on
the one hand, and the political demands of their local elected positions, on the other.

Recommendation 1a

VTA  should commission a study of the governance structures of successful large city
transportation agencies, focusing on such elements as: board size; term of service; method of
selection (directly elected, appointed or a combination); director qualifications; inclusion of
directors who are not elected officials; and methods of ensuring proportional demographic
representation. This study should be commissioned prior to December 31, 2019.

Recommendation 1b

As the appointing entity with an interest in the transit needs of all County residents, the County
of Santa Clara should commission its own study of transportation agency governance structures,
focusing on the elements listed in Recommendation la. This study should be commissioned prior
to December 31, 2019.

Recommendation 1¢

As constituent agencies of VTA, each of the cities in the County should prepare and deliver to
VTA and the County Board of Supervisors a written report setting forth its views regarding VTA
governance, with specific reference to the elements listed in Recommendation 1a. These reports
should be completed and delivered prior to December 31, 2019.
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Recommendation 1d

Within six months following the completion of the studies and reports specified in
Recommendations la, 1b and 1¢, the County of Santa Clara and/or one or more of VTA’s other
constituent agencies, should propose enabling legislation, including appropriate amendments to
Sections 100060 through 100063 of the California Public Utilities Code, to improve the
governance structure of VTA (which potentially could include an increase in the directors’ term
of service, the addition of term limitations and the inclusion of appointed directors who are not
currently serving elected officials).

Recommendation le

In order to provide more continuity in the leadership of the VTA Board, within six months
following the completion of the studies and reports specified in Recommendations 1a, 1b and 1c¢,
the County of Santa Clara and/or one or more of VTA’s other constituent agencies, should propose
enabling legislation amending Section 100061 of the California Public Utilities code to provide
that the Chairperson of the VTA Board shall be elected for a term of two years rather than one.

Recommendation 1f

Prior to December 31, 2019 and pending changes contemplated by Recommendation le, VTA
should adopt a policy of routinely reappointing an incumbent Chairperson for a second one-year
term at the end of his or her initial term, absent unusual circumstances.

Recommendation 1g

In order to better connect the Chairperson with the budget process and accountability for operating
and financial results, prior to December 31, 2019, VTA should amend Section 2-26 of the VTA
Administrative Code to provide that the Chairperson and Vice Chairperson shall serve terms
coinciding with VTA’s fiscal year ending June 30, rather than the calendar year.

Finding 2

The California Public Utilities Code, the VTA Administrative Code and the Guidelines for
Member Agency Appointments to the VTA Board of Directors adopted by the Governance and
Audit Committee of the Board (Guidelines) all contain provisions requiring that, to the extent
possible, the appointing agencies shall appoint individuals to the VTA Board who have expertise,
experience or knowledge relative to transportation issues. Nevertheless, appointees to the VTA
Board often lack a basic understanding of VTA’s operations and transportation issues, generally.
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Recommendation 2

In order to help assure that individuals appointed to serve on the VTA Board have the appropriate
qualifications, prior to December 31, 2019, VTA should take vigorous action to enforce
compliance by appointing agencies with the qualification and suitability requirements of: (i)
Section 100060(c) of the California Public Utilities Code; (ii) Section 2-14 of the VTA
Administrative Code; and (iii) the Guidelines.

Finding 3

The VTA Board lacks effective policies designed to assure productive participation by members
of the VTA Board.

Recommendation 3a

In order to help make directors become and remain productive members of the VTA Board, prior
to December 31,2019, VTA should: (i) implement and enforce attendance at an intensive, multi-
session onboarding bootcamp for incoming directors that would provide detailed information
regarding VTA’s operations, financial affairs and currently pending large-scale projects as well as
the organization and operations of the Board and directors’ duties and obligations; (ii) prepare and
provide to each director a detailed handbook of directors’ duties, similar to the “Transit Board
Member Handbook” published by the American Public Transportation Association; (iii) enforce
attendance at Board and committee meetings by providing Board attendance records to appointing
agencies and removing directors from committees for repeated non-attendance; and (iv) implement
a robust director evaluation process, with the participation of an experienced board consultant, that
would include mandatory completion by each director of an annual self- evaluation questionnaire
and Board review of a composite report summarizing the questionnaire responses.

Recommendation 3b

In order to further enhance the effectiveness of the directors, prior to December 31,2019, VTA
should develop a program to encourage continuing education of the Board members by: (i)
scheduling and enforcing attendance at more frequent and intensive Board workshops on important
issues regarding transit policy, developments in transportation technology, major capital projects
and VTA’s financial management; and (ii) requiring directors to attend, at VT A’s expense, third-
party sponsored industry conferences and educational seminars.
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Finding 4

The Grand Jury commends the Chairperson of the VT A Board for recognizing the need to improve
Board engagement and effectiveness by convening the Ad Hoc Board Enhancement Committee to
review the Board’s governance structure and practices.

Recommendation 4

None.

Finding 5

VTA continues to consider an extension of VTA’s light rail system to the Eastridge Transit Center,
at an additional capital cost of over $450 million, although VTA’s light rail system is one of the
most expensive, heavily subsidized and least used light rail systems in the country, many transit
experts consider light rail obsolete, and VTA is suffering from chronic structural deficits that
would be exacerbated by the continuation of the project as currently defined.

Recommendation 5a

VTA should consider following recommendations made by several directors that it undertake a
thorough review of VT A’s light rail system and its future role as a mode of transportation in Silicon
Valley before proceeding with the Eastridge extension project. This review, as it pertains
specifically to the analysis of the viability of the Eastridge extension, should be undertaken with
the participation of an independent consultant and should consider such issues as projected
ridership estimates, project cost estimates including future operating and capital costs, and the
projected impact on traffic congestion on Capitol Expressway with the removal of two HOV lanes.

Recommendation 5b

VTA should consider whether the recognized needs of the residents of East San José for modern,
efficient public transportation can be better served by -an alternative to the proposed light rail
extension.
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REQUIRED RESPONSES

Pursuant to Penal Code sections 933 and 933.05, the Grand Gury requests responses as
follows:

From the following governing bodies:

Responding Agency Finding Recommendation
Santa Clara Valley Transportation Authority |1, 2, 3, 4 and 5 |1a, 1f, 1g, 2, 3a, 3b, 5a and 5b
County of Santa Clara 1 1b, 1d and le

City of Campbell 1 lc, 1d and le

City of Cupertino 1 lc, 1d and le

City of Gilroy 1 le, Id and le

City of Los Altos 1 Ic, 1d and le

City of Milpitas 1 le, 1d and le

City of Monte Sereno 1 lc, 1d and 1le

City of Morgan Hill 1 Ic, 1d and le

City of Mountain View 1 lc, Id and le

City of Palo Alto 1 1c, 1d and le

City of Santa Clara 1 Ic, Id and le

City of San José 1 Ic, 1d and le

City of Saratoga 1 lIc, Id and le

City of Sunnyvale 1 le, 1d and le
Town of Los Altos Hills 1 le, 1d and le
‘Town of Los Gatos 1 Ic, 1d and le
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