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T.1?9NS/T Report No: 

Meeting Date: 

Alameda-Contra Costa Transit District 

STAFF REPORT 
TO: AC Transit Board of Directors 

FROM: David J. Armijo, General Manager 

SUBJECT: Board Policy 364- Revenue- Pass-Through Funding 

ACTION ITEM 

RECOMMENDED ACTION(S): 

14-285c 

February 25, 2015 

Consider approving amendments to Board Policy 364 - Revenue and Grant Policies regarding 
Pass-Through Funding arrangements. 

EXECUTIVE SUMMARY: 

The Board's existing revenue policy does not specify any rules or guidelines relating to whether 
pass-through funding arrangements should be accepted and if so, in what situations and with 
what requirements. While pass-through funding comes with additional burden to the District 
and staff, there may be situations where pass-through funding is beneficial to the District to 
agree to it. The additions to the revenue policy specify what situations and what stipulations the 
District should consider. Also, the title of the policy will also be changed to Revenue and Grant 
Policies, to better reflect the contents. 

BUDGETARY/FISCAL IMPACT: 

The recommended changes to Board Policy 364 do not directly have any fiscal impact, but will 
guide Board and staff decisions that do have a fiscal impact. 

BACKGROUND/RATIONALE: 

Pass-through funding is defined as when an agency or organization cannot directly receive 
grant funding for their own project asks the District to be the recipient of the grant funds. The 
District then passes the funding on to the other party, or sub-recipient, through a separate 
funding agreement. The District does not currently have any Board Policies or Administrative 
Regulations that deal with pass-through funding. 

Pass-through funding can expose the District to various liability issues, and there is a burden 
upon staff to administer and process the funding. However, there are situations where agreeing 
to be the pass-through 'fiscal sponsor' can be advantageous to the District. A common situation 
is if an outside agency or organization is better suited to implement a project that benefits the 
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District. Another situation that can arise is when a funding agency requests the District to act as 
a pass-through sponsor as part of a funding arrangement that is beneficial to the District. 

The Metropolitan Transportation Commission (MTC) Lifeline Cycle Four Program (detailed in 5R 
14-285a) has presented the District with two possible pass-through funding situations. While 
the District has no obligation to act as a pass-through sponsor for the Lifeline program, there 
are some advantages that can be identified for both of the projects that have been presented. 
The additions to Board Policy 364 mentioned below are an attempt to provide guidance while 
still giving the Board and staff the flexibility to deal with the particular details of the specific 
requests. 

Existing Pass-Through Agreements 

The District currently has two pass-through funding arrangements. In September 2008 (SR 08-
159) the Board agreed to the City of Emeryville's request to act as a pass-through for 
earmarked Federal Transit Administration Section 5309 Bus & Bus Facilities program funds. 
Emeryville had secured four funding earmarks, however, as a non-transit agency; the City of 
Emeryville could not be a direct recipient of the funds. The City was developing a public-private 
partnership project for the Emeryville lntermodal Transit Center, a development on top of the 
parking and bus loading lot located at the Emeryville Amtrak station. The funding will go 
towards the construction of the public plaza next to the development. 

In November 2009 (SR 09-240a), the Board agreed to the Alameda County Public Works 
Agency's request to pass-through 1-Bond funding from the Lifeline Cycle Two Program for 
sidewalk, bus access, and Americans with Disabilities Act improvements on Hacienda and 
Meekland Avenues in Cherryland. 

Pass-Through Policies 

1) Types of Funding 

The most onerous pass-through requirements come with Federal Transit Administration (FTA) 
funding. With FTA funding, the District is responsible for ensuring that the sub-recipient is 
following essentially all of the same rules that the District is subject to, including Title VI 
requirements. Staff has consulted with the FTA and regardless of any pass-through agreements, 
as the direct grantee the District is still ultimately responsible for the grant. BART was contacted 
for their view on this issue but has not responded as of February 181

h. Due to these burdens, 
staff recommends that local or state funding sources be prioritized and that the use of FTA 
funds is permitted only in special cases where the sub-recipient agency is sufficiently able to 
meet the pass-through grant requirements. 

2) Non-Competitive Projects 

Staff recommends that the Board Policy allow pass-through funding, but only for projects that 
are not competitive with existing or planned District projects; and for services that are operated 
by the District if it is possible. 
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3) Allowable Subrecipients 

Due to the difficulty in assessing the financial capability and long-term stability of possible sub
recipients, staff recommends that the Board only allow pass-through agreements with 
government agencies. 

4) Administrative Reimbursement 

Staff recommends that the Board Policy allow the District to request that a small (up to 10%) 
amount of the pass-through funding be withheld by the District to offset the administrative 
burden of the agreement. Whether this is possible may depend on the funding source and/or 
funding agency. The amount will depend on the requirements associated with the funding 
source and project. A formal response from the Alameda County Transportation Commission 
{ACTC) on administrative response is still pending as of February 181

h. 

5) Consideration of Administration by Other Agencies 

As there are other agencies (e.g. ACTC or the Contra Costa Transportation Authority (CCTA) that 
may have more experience with project delivery and oversight, staff should consider requesting 
their involvement in the pass-through agreement. 

6) Legal Analysis and Contractual/Indemnification Terms 

Staff recommends that all pass-through agreements contain terms that indemnify the District 
from all legal liability associated with the project, cost overruns in the subject project(s), and 
providing funds in lieu of the original funding source. Staff will develop a standard set of clauses 
for pass-through agreements to deal with indemnification issues based on consultation with 
other agencies that have experience in this area such as ACTC or CCTA. All agreements that 
come to the Board for approval shall include a legal analysis. 

7) Staff Burden 

The Board should ask staff to indicate whether the administrative burden of the agreement is 
within reason and can be handled by existing resources. 

ADVANTAGES/DISADVANTAGES: 

The advantage of amending the policy is to provide clear guidance when making future 
decisions on whether to accept pass-through funding arrangements. There is no disadvantage 
to adopting the policy. 

ALTERNATIVES ANALYSIS: 

The alternative is to not amend the policy and allow things to continue as they are now. This is 
not recommended because the District will be presented with pass-through funding requests in 
the very near future and needs a policy basis to make decisions. 



40

Report No. 14-285c 

Page 4 of 4 

PRIOR RELEVANT BOARD ACTIONS/POLICIES: 

Board Policy 364- Revenue Policies 

ATTACHMENTS: 

1: Proposed Board Policy 364 

Department Head Approval: 

Reviewed by: 
Prepared by: 

James D. Pachan, Interim Chief Financial Officer 

Denise C. Standridge, General Counsel 
Chris Andrichak, Acting Manager, Capital Planning & Grants 
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AC Transit Policy No. 364 

BOARD POLICY 
Category: FINANCIAL MATTERS 

REVENUE_AND GRANT POLICIES 
Purpose: 

This policy establishes District Guidelines involving Revenues and Grants: 

• Avoiding Dependence on Bond Financing 
• Annual Review of Investment Policy 
• Capital Improvements to be mMade sConsistent with Capital Improvement 

Plan 
• Approval of Grant Applications 
• Grant Management 
• Paying Current Expenditures with Current Revenues 
• Projecting Revenues Conservatively 
_• _ Maintain and Diversify the Revenue Base 
• Pass-Through Funding Agreements 

Definitions 

1. One-time Revenues: The District shall avoid dependence on bond financing to 
fund on-going operations. One-time revenues shall be used only for one-time 
expenses or to fund District Reserves, or to repay outstanding debt. When fund 
balances are greater than budget estimates, it should be considered one-time 
resources and shall not be used to fund on-going expenses. 

2. Investments: The Board of Directors shall review the District Investment Policy 
annually to ensure that it meets the following objectives (in order of priority): 

A Compliance with all applicable laws, statutes, ordinances, and regulation 
requirements. 

B. Preservation of capital~ to ensure safety of principal. 
C. Liquidity to meet required cash demands. 
D. Maximization of income; to maximize yield consistent with risk limitations 

identified in the District's Investment Policy No. 336. 

3. Inter-governmental Capital Grants: inter-governmental capital grants shall be 
used to finance only those capital improvements consistent with the Capital 
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Improvement Plan, part of the Short-Range Transit Plan, approved or amended by 
the Board of Directors and those operating costs have been included in the District 
Budget approved by the Board of Directors. If additional operating costs resulting 
from a capital improvement have not been included in the District Budget, the 
Board of Directors shall approve the expenditure of such funds prior to the 
implementation of such capital improvements. Projects that are included in the 
Short-Range Transit Plan may be submitted for funding without further action by 
the Board. Exceptions include unforeseeable circumstances. 

4. Board Approval of Grant Applications: The General Manager shall ensure that 
all grant applications go through the regular agenda process, including review and 
sign-off by the Legal Department, the Chief Financial Officer, the Budget Manager 
and the Manager of Capital Planning and Grants and be approved by the Board of 
Directors, prior to application to ensure that the availability of grant funds does not 
direct (or misdirect) the priorities and financial capabilities of the District. 

5. Grant Management: The Chief Financial Officer and the Grant Manager shall 
maintain a system of grant control to ensure that the District maintains a proper 
grant inventory and associated information records. The system should establish a 
strategy to align the short-term and long-term capital priority process with grant 
cycles. 

6. Current Expenditures are Budgeted with Current Revenues: The District shall 
not budget recurring expenses in excess of revenues it expects in the same fiscal 
year. Any increase in expenditures or decrease in revenues that results in a 
budget imbalance will require cost cutting and/or revenue enhancement. The 
District shall avoid expending inappropriate surpluses or designated reserves to 
support ongoing operations. 

7. Revenue Projections: The District shall use an objective and analytical process to 
make revenue projections. In cases of economic uncertainty, conservative 
projections will be utilized. It is fiscally prudent to budget revenues conservatively, 
using the lower end of the expected range. 

8. Maintain a Diversified and Stable Revenue Base: To the extent possible, 
the District shall pursue a diverse and stable revenue base. It is in the 
District's best interest to have economic development policies that 
encourage a more diverse revenue base. 

9. Pass-Through Funding Agreements: The General Manager shall ensure that all 
pass-through funding agreements go through the regular agenda process. including 
review and sign-off by the Legal Department. the Chief Financial Officer and the 
Manager of Capital Planning and Grants and be approved by the Board of 
Directors. The following rules shall guide the Board in entering into pass-through 
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agreements: 
A. Agreements for the pass-through of funding for projects or programs should 

prioritize the use of State and Local fundsfAA rather than the use of Federal 
Transit Administration funds to limit #le-administrative burdenion costs . 

B. Federal Transit Administration funds can be considered in special cases with 
limited funding options. but only upon staff confirmation that the subrecipient 
agency is fully able to comply with federal regulations. 

C. Projects covered shall not compete with or oppose existing or planned District 
projects. Services covered shall not be operated by others if the District can 
operate the service. 

D. The pass-through funding for projects and programs should be prioritized as 
follows to limit District liability: 

a. Government agencies. such as cities and counties. shall be considered 
on a case-by-case basis for pass-through funding agreements. 

b. Non-profit agenciesorganizations are not eligible for pass-through 
funding. 

c. Private agenciesorganizations are not eligible for pass-through funding. 
E. If allowable and appropriate. the District shall request up to 10% of the funding 

to offset the administrative costs of the agreement. 
F. Staff will provide consideration for administration of the pass-through funding Qy 

other governmental agencies with existing resources and systems in place, 
such as Alameda County Transportation Commission or Contra Costa 
Transportation Authority. 

G. Staff shall provide a legal analysis of pass-through agreements prior to 
submission for Board approval. All agreements shall contain non-negotiable 
terms that indemnify the District from: all legal liabilities associated with the 
project; covering project cost overruns; and providing funding in lieu of the 
original funding source. 

H. Staff shall provide assurances to the Board that the responsibilities associated 
with administering the agreement are within the capability of current resources. 
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