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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: Michael A. Hursh, General Manager 

15-246 

October 28, 2014 

SUBJECT: Year-End Financial Statement and Independent Auditor's Report for June 30, 
2015 

BRIEFING ITEM 

RECOMMENDED ACTION(S): 

Consider receiving the Year-End Financial Statements and Independent Auditor's Report for the 
Fiscal Year Ended June 30, 2015. 

EXECUTIVE SUMMARY: 

During Fiscal Year 2014-15, the District's total revenues exceeded tota l expenses resulting in an 
improvement to Net Position of $6.2 million. However, Fiscal Year 2014-15 was the first year 
that the District was required to implement Government Accounting Standards Board (GASB) 68 
"Accounting and Financial Reporting fo1• Pensions" (an amendment of GASB Statement 
No. 27) which eroded the District Net Position by 217.3 Million. The revised net position as of 
June 30, 2015 is $136.0 million, which is a decrease of $211.1 million, or -61 percent below the 
$347.1 net position on June 30, 2014. 

The District's Auditors, Maze & Associates, issued an unqualified ("clean") opm1on on the 
District's financials for the year ending June 30, 2015. The following represents some highlights 
from Fiscal Year 2014-15, as of June 30, 2015: 

Total assets increased by $23.0 million, or 5 percent, during the fiscal year from $497.9 million 
to $520.9 million. Total liabilities increased by $267.0 million, or 177 percent, during the fiscal 
year from $150.7 million to $417.7 million. 

Operating Revenues decreased by $1.4 million, or -2 percent, during the fiscal year from $68.6 
million to $67.2 million. Total operating expenses increased by $19.2 million or 5 percent during 
the fiscal year from $352.6 million to $371.8 million. 

BUDGETARY/FISCAL IMPACT: 

The Statement of Fund Net Position (Formerly Statement of Net Assets) presents information 
about assets and liabilities with the difference between the two reported as net position. 
Audited Operating results for FY 2014-15 generated a decrease in the net position of the District 
of $211.1 million. 
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BACKGROUND/RATIONALE: 

In accordance with Fiscal Policy 308, Accounting Policies, the annual audit of the financial 
statements has been completed and the draft report prepared by Maze and Associates has 
been issued to the District. The auditors have rendered a clean opinion and "found the 
District's Financial Statements presented, in all material respects, the financial position of the 
District at June 30, 2015, and the results of its operations and cash flows of enterprise funds for 
the year ended in conformity with the generally accepted accounting principles in the United 
States of America" (Maze & Associates, 2015). 

Staff encourages readers to consider the financial information presented in the attached 
financial statements, along with the transmitted letter contained in the introductory section of 
the Basic Financial Statement and related notes contained in the Financial Section. 

Basic Financial Statements 

The Statement of Net Position (Formerly Statement of Net Assets) presents information about 
assets and liabilities with the difference between the two reported as net position. The change 
in net position over time is an indicator of whether the financial position of the District is 
improving or deteriorating. The net position was impacted in Fiscal Year 2014-15 by new 
accounting rules in GASB 68 that require the District to record additional pension liability. 

The Statement of Revenues, Expenses and Changes in Net Position reports how net position 
changed during the year and presents a comparison between operating and non-operating 
revenues, and operating and non-operating expenses. Operating revenues and expenses are 
related to the District's principal business of providing bus transit services. Operating expenses 
include the cost of direct services to passengers, administrative expenses, contracted services 
and depreciation on capital assets. All other revenues and expenses not included in these 
categories are reported as non-operating. 

• Notes to the Financial Statements 

Various notes provide additional information that is essential to a full understanding of 
the information provided in the basic financial statements to which are reference. 

The following represents some highlights from Fiscal Year 2014-15 as of June 30, 2015: 

• At June 30, 2015, total assets were $520.9 million, an increase of $23.0 million, or 5 
percent, compared to June 30, 2014, when it was $497.9 million. Total current assets at 
June 30, 2015 were $222.4 million, an increase of $13.9 million, or 7 percent, primarily 
due to an increase in cash, due to receipt of capital funds in advance of expenditure, 
offset by decreased capital receivables, due to timing, at year end. Capital assets, net of 
accumulated depreciation increased by $9.2 million or 3 percent, to $296.0 million. 
Other Non-Current Assets remained stable at $2.5 million. Due to the implementation 
of GASB 68, deferred outflows appeared on our financial statements for the first time in 
the amount of $32.9 million. 

• At June 30, 2015, total liabilities were $417.7 million, an increase of $267.0 million, or 
177 percent, compared to June 30, 2014 when they were $150.7 million. Total current 
liabilities are $80.8 million, an increase of $17.9 million, or 29 percent, from June 30, 
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2014 primarily due to deferred revenues associated with pass through capital 
programs. Total other non-current liabilities increased by $252.6 million, or 398 
percent, from June 30, 2014 primarily due to the implementation of GASB 68 (see Note 
9) in the financial statements. 

• For Fiscal Year 2015, operating revenues decreased by $1.4 million, or -2 percent, to 
$67.2 million. The increase in passenger fares revenues of $1.5 million was offset by 
decreases in contract services of $2.3 million, or -19 percent, and a decrease of $0.6 
million, or - 14 percent, in "other" operating revenues. A new fare policy was 
implemented at the beginning of the fiscal year that included slight decreases in some 
pass fare products and the introduction of a new "day pass." At June 30, 2014 operating 
revenues were $68.6 million. 

• In Fiscal Year 2015, total operating expenses were $371.8 million, an increase of $19.2 
million, or 5 percent, compared to $352.6 million at June 30, 2014. With the exception 
of fuel and outside services, expenses increased in all categories due to contractual 
wage and benefit requirements, increased cost for insurance services, and due to the 
increased staffing and non-labor costs associated with service enhancements. The most 
significant increases occurred in salary & wages, fringe benefits, and insurance, when 
compared to June 30, 2014 results. 

• For Fiscal Year 2015, non-operating revenues were $270.5 million, which is an increase 
of $8.0 million, or 3 percent, compared to Fiscal Year 2014 when it was $262.5 million. 
Increases in property taxes, sales taxes and local funds, were partially offset by 
decreases in Federal and state operating funds, which netting out to the overall increase 
when compared to June 30, 2014 results. 

• At June 30, 2015, net position was $136.0 million, a decrease of $211.1 million or, - 61 
percent, from June 30, 2014 when the net position was $347.1 million. The 
implementation of GASB 68 was the primary cause of this change. 

For comparative purposes, without the implementation of GASB 68 there would have 
been an increase to net position of $6.2 million at June 30, 2015. 

ADVANTAGES/DISADVANTAGES: 

Receipt by the Board of Directors of the Annual Audited Financial Statements formally closes 
the 2014-15 Fiscal Year. 

ALTERNATIVES ANALYSIS: 

This report does not recommend an action. 

PRIOR RELEVANT BOARD ACTIONS/POLICIES: 

Board Policy No. 308, Accounting Policies (Adopted April 1992, Revised October 1999, October 
2001, December 2001, August 2004, June 2005, June 2006 and July 2008). 
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ALTERNATIVES ANALYSIS: 

This report does not recommend an action. 

PRIOR RELEVANT BOARD ACTIONS/POLICIES: 

Board Policy No. 308, Accounting Policies (Adopted April1992, Revised October 1999, October 
2001, December 2001, August 2004, June 2005, June 2006 and July 2008. 

ATTACHMENTS: 
1: Audited Basic Financial Statements (Draft) for the Fiscal Year Ended June 30, 2015 
2: Measure B 
3: Measure J 
4: Measure VV 
5: Special Transit Service District 1/District 2 
6: Gann Limit 
7: Evaluation of Board of Directors' Expenses 
8: Financing Corporation 
9: Single Audit 
10: Measure BB 
11: Prop 18 
12: Memorandum on Internal Control 

Executive Staff Approval: 

Prepared by: 

James D. Pachan, Interim Chief Financial Officer/Chief Operating 
Officer 

Ralph Martini, Controller 
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AVAILABLE FOR DOWNLOAD AS A SEPARATE FILE: 
 

See Staff Report 15-246 Attachments: Year-End 
Financial Statements and Independent Auditor’s 
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