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Report No: 

Meeting Date: 

Alameda-Contra Costa Transit District 

STAFF REPORT 
TO: Finance and Audit Committee 

AC Transit Board of Directors 

FROM: David J. Armijo, General Manager 

SUBJECT: Bi-Monthly Budget Update- August 2014 Year to Date 

BRIEFING ITEM 

RECOMMENDED ACTION(S): 

14-233 
October 22, 2014 

Consider receipt of the Bi-Monthly Budget Update for the period ending August, 2014 of Fiscal 
Year 2014-15. 

EXECUTIVE SUMMARY: 

Current revenues on a year-to-date basis are included in the bi-monthly budget report to 
provide a more complete overview of the District's current financial condition. 

The year-to-date operating revenues and subsidies are showing an increase of $2.1 million or 4.0 
percent from the same period last fiscal year. The increase in revenues and subsidies are 
primarily due to the improved economic performance for retail sales and property values in the 
region. Sales Tax Subsidies increased by $1.0 million and Property Tax Subsidies increased by 
$1.2 million over the same period from the prior year. Farebox revenues showed a 0.4 percent 
increase from the prior year. 

The District's operating expenses are trending at the budgeted levels projected for FY 2014-15, 
with expenditures slightly higher than budget by approximately $0.06 million or 0.1 percent as 
of August 31, 2014. Salaries and Wages are trending 0.7 percent below budgeted levels. Fringe 
Benefit costs are currently higher than the budgeted levels. Non-labor expenditures are 
currently below budgeted levels, with services expenditures $1.0 million under budget. The 
Fuels and Lubricants account, along with the Materials and Supplies account, have expenses that 
are currently over the budgeted levels. 

The combined revenues and expenses for the current fiscal year show a strong financial position 
for the initial two months of Fiscal Year 2014-15. Staff will continue to monitor both revenues 
and expenses during the fiscal year to proactively manage the District's operating budget. 

BUDGETARY/FISCAL IMPACT: 

There is no budgetary or fiscal impact associated with this report. 
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BACKGROUND/RATIONALE: 

OPERATING REVENUES AND SUBSIDIES: 

Current revenues on a year-to-date (YTD) basis are included in the bi-monthly budget report to 
provide a more complete overview of the District's current financial condition. The Operating 
Revenues and Operating Subsidies are provided on a YTD basis to provide annual trends and 
account for seasonal fluctuations experienced by several revenue items. 

The August YTD revenues are showing an increase of $2.1 million or 4.0 percent over the same 
period from the prior year. The increase in revenues and subsidies are primarily due to the 
improved economic performance for retail sales and property values in the region. 

Fare box revenues showed an increase of $0.04 million or 0.4 percent from the same period for 
the prior fiscal year. The Contract Services revenues showed a decrease of $0.3 million, which is 
due to the timing of collections from contract services. The Other revenues showed a decrease 
of $0.2 million, which is due to a reduction in parking citation tickets as law enforcement 
continues to focus on improving the system safety on buses and in the District's service area. 

The Operating Subsidies showed an overall increase of $2.5 million or 6.0 percent from the 
same period last fiscal year. The increase in Operating Subsidies resulted from the following: 

• Sales Tax Subsidies increased by $1.0 million or 4.8 percent due to improved taxable retail 
sales in the region. 

• Property Tax Subsidies increased by $1.2 million or 6. 7 percent due to higher property 
valuations and increased real estate sales transactions in the East Bay region. 

• Purchased Transportation Related Subsidies increased by $0.3 million or 26.7 percent due 
to the timing of the recording of Federal Paratransit lease revenues. 

• Other subsidies increased by $0.1 million or 3.2 percent due to receipt of annual subsidies 
from the Oakland Unified School District for school service. 

OPERATING EXPENSES SECTION: 

The Operating Expenses continue to be presented on an YTD Budget vs YTD Actual basis for the 
current budget period. The August YTD budget variance report shows the District operating at 
budget levels. The expenditures were slightly higher than the budgeted levels by $0.06 million 
or 0.1 percent of the period's operating budget. The negative variance in the labor categories 
were primarily due to benefit accruals and timing issues, an extra payroll pay period, and the 
delay in capitalization of labor costs associated with projects, which normally begin to be 
recognized later in the fiscal year. 

The Salary and Wages account line item had a positive variance of $0.1 million or 0.7 percent of 
the Salary and Wages budget. The savings in the Salary and Wages account reflect the positive 
changes and lower costs that resulted from accelerated hiring programs that were put into 
place to fill Operator vacancies. The savings were also due to reduced overtime expenditures in 



195

Report No. 14-233 
Page 3 of 4 

the Maintenance Department due to the implementation of improved management control 
mechanisms. 

The Fringe Benefits account line item had a negative variance of $1.5 million or 10.8 percent of 
the Fringe Benefit budget. The unfavorable variance is primarily due to the timing of accruals 
for employee healthcare benefits ($0.7 million) and other post employment and retiree medical 
expenses ($0.8 million). 

The Pension Fund account line item had a positive variance of $0.7 million or 9.9 percent of the 
Pension Fund budget. The savings in the Pension Fund account are primarily due to 
pensionable payroll expenses being lower than the salary and wages budgeted. The Adjusted 
Labor Costs account line item expenditures were over budget due to delays in the capitalization 
of labor and indirect costs for Capital Projects which are normally recognized later in the fiscal 
year. 

The non-labor expenses showed a positive variance during the YTD period, July-August, as 
expenditures were below budget for five of eight account line items. The non-labor account 
line items had a favorable variance of approximately $1.0 million, which represented a 5.8 
percent savings from the budgeted non-labor accounts for the period. The Services account 
line item had a positive variance of $1.0 million or 25.8 percent of the Services budget for the 
YTD July-August period. 

The Fuel and Lubricants account line item had a negative variance of $0.5 million or 16.7 
percent of the period's Fuel and Lubricant budget. The negative variance was primarily due to 
an adjustment to the account for two weeks of activity that was not reflected in the final 
quarter of the last fiscal year. Also contributing to the unfavorable variance was a slightly 
higher per gallon cost for diesel fuel compared to the budgeted price in the first few weeks of 
the fiscal year. 

The Other Materials and Supplies account line item, which includes Bus Parts and Supplies, had 
a negative variance of $0.4 million or 16.8 percent of the Material and Supplies budget. The 
negative variance was primarily due to an adjustment to inventory due to obsolescence ($0.3 
million) and other more minor inventory adjustments. 

The Utilities and Taxes account line item had a positive variance of $0.2 million or 21.3 percent 
of the Utilities and Taxes budget for the period. The positive variance was the result of lower 
than expected charges for use and sales taxes. 

The Casualty and Liability account line item had a positive variance of $0.1 million or 6.4 
percent of the YTD budget. The savings in the Casualty and Liability account was primarily due 
to improved actuarial projections based upon the reduction in claims, which is a result of the 
drop in accidents that has occurred over the past several months. 

The Interest Expense account line item had a negative variance of $0.01 million or 4.8 percent 
of the YTD Interest Expense budget. The negative variance was primarily due to minor 
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adjustments and reconciliation in the amortization schedules for the Certificates of 
Participation (COP). 

The ADA Consortium and Other Purchased Transportation account line item had a positive 
variance of $0.3 million or 6.9 percent of the budget. The savings in the ADA Consortium and 
Purchased Transportation account was primarily due to lower than anticipated ridership for the 
ADA Consortium Program and stable para transit provider billing rates. 

ADVANTAGES/DISADVANTAGES: 

This report does not recommend a course of action with notable advantages or disadvantages. 

ALTERNATIVES ANALYSIS: 

This report does not recommend an action. 

PRIOR RELEVANT BOARD ACTIONS/POLICIES: 

Board Policy 312- Budget Policy 

ATTACHMENTS: 

1: FY 2014-15 Operating Expense Trend Analysis 

Department Head Approval: James D. Pachan, Interim Chief Financial Officer 
Prepared by: Hernan Vargas, Budget Manager 
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FY14/15 Operating Expense Trend Analysis 

Preliminary August 2014 

Property Tax Subsidies 
Transportation Related Subs 

other Federai,State & local Subsidies 

Fringe Benefits 
Pension Fund 

Total Labor Costs 
Adjusted Labor Costs 

Materials & Supplies 
; & Taxes 

• Note: 

August 2014 accruals and adjustments are 
being finalized by the Accounting and Budget 

departments 

265 

613 477. 

5,201 5,039;::;:_-

10.447 10,578 
8,729 9,132 

504 617 
1,336 1,677 

21,015 22,004 

1,976 1,185 
1,526 2,079 
1,250 1,438 

511 332 

833 760 

95 100 
2,184 1,495 

217 60 

Var$ 

240 
(265) 

(136) 
(162) 5,337 

132 10.413 
403 8,729 
113 489 
342 1,486 

989 21,116 

367 
(203) 
(370) 19,928 

790 1,976 
(553) 1,526 
(188) 1,250 

178 511 

73 833 

(5) 95 

689 2,184 

157 217 

Var$ 

(202) 
15 

(44) 
5,106 (231) 

11,274 861 
9,493 764 

641 152 
1,234 (252) 

22,641 1,525 

3,023 292 

20,645 (550) 

20,645 (717) 

1,747 228 
1,484 42 
1,483 (233) 

472 39 

800 33 

100 (5) 
2,572 (388) 

47 171 

1,182 
10,538 

20,859 21,852 
17,457 18,625 

993 1,257 
2,821 2,911 

42,131 44,645 

40,189 
39,855 

3,951 2,933 

3,052 3,563 
2,500 2,921 

1,021 804 
1,667 1,560 

190 199 
4,368 4,068 

434 107 

993 
1,167 

265 
90 

2,514 

658 
.(754) 

(1,087) 

1,019 
(511) 
(421) 
218 

106 
(9) 

301 
327 

(/) 
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