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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: Amendments to Board Policy 312- Budget Policy 

ACTION ITEM 

RECOMMENDED ACTION(S): 

15-020 
January 28, 2015 

Consider approving proposed amendments to Board Policy 312 related to budget development 

and control. 

EXECUTIVE SUMMARY: 

The District initiated the implementation of a business model based on performance 
management in 2012, and staff initiated changes to a series of related financial policies to 
facilitate adherence to the business model. Staff has also been implementing the 
recommendations suggested by the consultants from the Government Finance Officers 
Association (GFOA) from a report on the District's financial processes and procedures dated 
April2014. 

Board Policy 312 is the backbone of the budgeting and control process at the District. The 
proposed changes to this policy will guide the synchronization of all related internal control 
policies and procedures for strategic planning, financial planning, budgetary control and 
reporting under the scope of an integrated performance management business model. The 
proposed changes will also assure adherence to GFOA Best Practices for budget development 
and control processes, and will cause an improvement in the effectiveness and efficiency in 
conducting and executing such processes. 

BUDGETARY /FISCAL IMPACT 

There is no budgetary/fiscal impact associated with this report. 

BACKGROUND/RATIONALE: 

The District initiated the implementation of a business model based on performance 
management in 2012. As a consequence of that change, Staff started the change of a series of 
related financial policies to facilitate adherence to the business model. In parallel, Staff has 
continued the implementation of the modernization of the financial control infrastructure used 
to record and report financial activities, including budgetary processes. As part of that 
continuous improvement process, Staff has initiated the project plan established to implement 
the recommendations suggested by the consultants from the Government Finance Officers 
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Association (GFOA) in a report on the District's financial processes and procedures, in particular 
the processes associated with budget development and control, dated April 2014. 

The recommendations from the GFOA report included the need to foster synchronization and 
integration of modern and best practices in budget development and financial control between 
all the District's financial policies. Board Policy 312 sets the basic underlying preparation and 
control foundation for all other related policies. 

The main objectives behind the policy revision include: 

• Assure consistency in the reference to periodic reviews subject to reporting (particularly 
for approval) to the Board. 

• Provide controls to resolve, in a fiduciary and fiscally responsible manner, adjustments to 
the operating and capital budget. 

• Standardize the assignment of responsibilities associated with tasks regarding budgetary 
approval and control. 

• Clarify and fine tune recording, reporting, and approval procedures for the efficient 
processing of budgetary considerations for capital projects. 

ADVANTAGES/DISADVANTAGES: 

The proposed changes to the policy will guide the synchronization of all internal control policies 
and procedures for strategic planning, financial planning, budgetary control and reporting 
under the scope of an integrated performance management business model. The proposed 
changes will also assure adherence to GFOA Best Practices for budget development and control 
processes, and will cause an improvement in the effectiveness and efficiency in conducting and 
executing such processes. 

ALTERNATIVES ANALYSIS: 

Staff found no practical alternatives to the course of action recommended in this report. While 
the District can continue operating with the existing policies and administrative regulations, 
doing so will be out of conformance with recommended best practice and will hinder the 
effectiveness and efficiency of financial operations. 

PRIOR RELEVANT BOARD ACTIONS/POLICIES: 

SR 12-227 Budget Policy 312 Board adoption of amendments, October 2012 
SR 13-057 Capital Projects Policy 316 Board adoption of amendments, March 2013 

ATTACHMENTS: 
1: Board Policy 312 

Department Head Approval: 
Reviewed by: 
Prepared by: 

James D. Pachan, Interim Chief Financial Officer 
Denise C. Standridge, General Counsel 
Hernan Vargas, Budget Manager 
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SA 15-020 ATT.l 

AC Transit Policy No. 312 

BOARD POLICY 

Category: FINANCIAL MATTERS 

BUDGET POLICY 

1. The District's fiscal year is July 1 to June 30. 

2. The General Manager shall prepare and submit to the Board of Directors a proposed 
District Budget for the following fiscal year(s) by May 15, of each year. The District 
Budget shall be prepared concurrently to the pursuit of the District's Annual Fiscal 
Year(s) Goals, Objectives and Performance Metric targets to be achieved during the 
period, in alignment with the District's Long Term Strategic Planning Goals and 
Objectives, included in the Short Range Transit Plan, which are subject to revision and 
approval by the Board. The District Budget reflects all activities reported under the 
Enterprise Fund, including not only activities funded by unrestricted general funds, but 
also activities funded by restricted funds. The activities include all operating as well as 
capital programs reported under the Enterprise Fund structure. It is desirable that the 
proposed budget documents include charts illustrating five-year trends for revenue 
versus expenditures, ridership, cost per passenger, number and character of employees, 
wages and salaries, and benefit costs. 

3. The Board of Directors shall adopt a resolution by June 30 of each fiscal year approving 
a balanced District Budget for the following fiscal year, and including the revision and 
approval of the corresponding Fiscal Year(s) Goals, Objectives and Performance Metric 
targets. A balanced budget exists when Total Revenue is greater than or equal to Total 
Expenditures. Total Revenue shall include all revenues and subsidies reported in the 
Enterprise Fund, consisting of revenues and subsidies allocated to fund operating and/or 
capital programs. Total Expenditures shall include all operating expenses and 
investments in fixed assets as reported in the Enterprise Fund that are required to 
perform operating and/or capital programs. Total Expenditures would also include the 
Net Transfer from Reserves or Unrestricted Net Assets amount necessary to bring Total 
Expenditures at the level of Total Revenues. Any increase in expenditures or decrease 
in revenues that would cause a budget to become imbalanced and would require a 
budget revision is subject to Board approval. Any year-end surplus will be used to 
maintain reserve levels with the balance available for capital projects and/or one-time
only expenditures. 

4. The Board of Directors will adopt a one year balanced budget by June 30 for the next 
fiscal year. 

5. In the event that the Board of Directors does not adopt the District Budget by June 30, 
the Board of Directors may adopt a continuing appropriations resolution until such time 
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as the District Budget is adopted. A continuing appropriations resolution would provide 
that payments for services performed on behalf of the District and authorization to award 
contracts would continue until such time as a District Budget is adopted. 

6. The District Budget shall control disbursements of the agency in accordance with 
adopted policies, Transit District Law, Mission Statement, and Goals, Objectives, 
Performance Metric targets and other relevant measures and methods that assure the 
Financial, Environmental and Social Sustainability of the District's operations . 

7. The District Budget shall include all operating, capital and the interest expense 
component of debt service requirements of the District for the following fiscal year. The 
District Budget shall also include the District's contribution to the AC Transit Retirement 
Plan as provided in Board Policy No. 310. 

8. The District Budget shall include an analysis of the assumptions underlying revenue and 
expense projections, the number and job classification of authorized positions by 
department and the platform and revenue hours and miles upon which the District 
Budget is based. Any change in authorized FTE or platform and revenue_hours or miles 
during the fiscal year shall require prior approval by the General Manager. 

9. The General Manager shall submit revised revenue and expenditure projections to the 
Board of Directors , on a bimonthly basis quarterly unless there are changes in those 
projections that significantly impact the financial status of the District in which case, the 
Board of Directors will be informed at the next Regular or Special Meeting of the Board. 
The report The report shall include a quarterly comparison of year-to-date actual 
expenditure and revenue generations to the adopted budget and quarterly revisions, as 
well as a report on the progress towards achievement of the District's Goal, Objectives 
and Performance Metric targets for the period. The Board of Directors shall approve an 
amended appropriations resolution at the Mid-Year review period, or Quarterly if 
necessary, quarterly when necessary to authorize the receipt and expenditure of funds 
unanticipated in the District Budget approved as of June 30- , and the reallocation of 
funds necessary for the operation of the District. 

10. The Board of Directors shall approve a Budget calendar no later than November 30, 
which will include tentative dates for Board Workshop(s), public review and Board 
approval. In addition, the Budget calendar shall include tentative dates for review and 
approval by the Board of Directors of the Short Range Transit Plan , in the periods when 
the Short Range Transit Plan is subject to revision. and for submission of applications for 
inter governmental grants and subsidies. 

11 . The final printed budget document including the contents and resolution for the Adopted 
Budget for public distribution will be issued within 120 days from the beginning of the 
fiscal year.no later than by December 1 after the completion of the District's annual 
financial audit. 

12. The final budgetary quarterly review of any given fiscal year resulting in a budget 
amendment will occur as part of the Mid-Year Budget Review process after the 
accounting close of December. The Mid-Year budgetary review will be executed at Third 
Quarter. Budgetary transfers that result in no net change in the total Enterprise Budget, 
which includes Operating and capital Budgets, are allowed, as long as they are 
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approved by the General Manager and the CFOoccurs at third quarter, usually before 
mid June. All encumbrances requested and other adjustments that transfer or commit 
budgets from one fiscal year to the next have to be approved by the Board oo-as part of 
the final Mid-Year Reviewthis quarterly review. All capital projects and programs started 
need to be assessed for their stage of development and progress, and necessary 
encumbrances into the following fiscal year have to be approved by the Board. All 
operating and capital unexpended and unencumbered appropriations lapse at the end of 
the fiscal year. 

13. Budgetary control is maintained at the departmental level for each operating department 
and at the project level for each capital project. Any expenditure in excess of the 
approved Department Budget or approved Capital Project Budget shall require prior 
approval by the General Manager. Any expenditure in excess of the authorized total 
District budget shall require prior approval by the Board of Directors and reported to the 
Board in the Bimonthly Quarterly Review reports. Budgetary transfers that result in no 
net change in the total Enterprise Budget, which includes Operating and Capital 
Budgets, require approval when approved by the General Manager and the Chief 
Financial Officer. The General Manager shall establish procedures to ensure that proper 
controls are implemented for all District expenditures. 

14. The General Manager is authorized to exceed the budgetary control limitations noted in 
Paragraph 1 2~ by $500,000 for expenditures, which, due to an unforeseen combination 
of circumstances calls for immediate action with inadequate time for prior Board 
approval. Immediate action is taken to avert or alleviate damage to property, to protect 
the health, safety and welfare of the community and District's employees, to acquire 
additional equipment and resources needed to implement service changes that are part 
of a larger service plan expansiaA-previo~:~sly-approved by the Board, or to repair or 
restore damaged or destroyed property of the District. Such action is deemed to ensure 
that the facilities of the District are available to serve the transportation needs of the 
general public. - The General Manager shall submit to the Board of Directors for 
confirmation, within 30 days of the emergency, a report explaining the necessity for the 
action, a listing of expenditures made under these emergency powers and any 
recommended future actions. 
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