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RECOMMENDED ACTION(S)

Consider adoption of amendments to Board Policy No. 314 Capital Plan and Projects

BACKG ROUND/RATIONALE

Board Policy No. 314 (formerly Board Policy No. 316) is the District's collection of policies related
to Capita[ Projects. The po]icy was recent]y amended in Judy 20].5. The 2017 amendment
introduces the creation of a Capital Improvement Plan (CIP), which is a five-year program of
capitalprojects. A redline version of the changes to the 2015 policy is not included as the changes
to fit the new format were too extensive to make the redline version useful.

The introduction of the 2017 policy was reformed into a "Purpose" statement, with reference
added to the new CIP. A "Persons Affected" section was added to make it clear who should be

aware of this policy. Various definitions of terms or concepts in the policy were also added.

for allof the following items, wherever there is a definite action or requirement stated in the
existing policy it was pulled out of the section and put in Section V "Authority" to make it clear
what authority and actions lie with the Board and the General Manager. In general, the policy
section should state how something is to be done, and the Authority states who is responsible
for approving and/or performing the action.

The existing policy consists of two major sections: Capital Project Requests and Capital Project
ApprovaIAuthority. These sections were broken up and defined with more specificity under sub-
sections to describe the process of assessing and programing capital projects. The Authority
section is re-organized to define authority actions by role, and is re-written to be more succinct.

Section lllin the original policy details how capitalproject requests are handled. The new policy
includes a sub-section for Capital Project Requests that describes how Capital Project Requests
should be processed and approved. Approval of programming is moved to the sub-section on
Programming and the section on Authority.

Section IV in the original policy covered the approval authority of the Board and the General
Manager, along with other aspects of the Capital Budget or Projects that did not necessarily fit
within the section heading. The specific authority items have been moved into Section V,
Authority, of the new policy. The new policy increases the General Manager's authority to
approve programming of projects up to $100,000 instead of $50,000. This is to account for
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generalinflation and to provide consistency with the$100,000 limit in Board Policy 465 regarding
procurements.

The new policy also increases the GeneraIManager's authority for changes in project scope and
fund source allocations to 20%. For project scope, this change recognizes that while Board Policy
465 for Procurement allows up to a 15% change in contract cost, there may be associated costs
in the project that would increase (such as related services, fees, permits, and staff time) along
with the contract cost. The increase in change in fund source allocations gives staff more
flexibility to use already approved funds in a timely manner which is important when dealing with
approaching spending deadlines.

The remainder of the 2017 policy explains the requirement to establish a five-year Capital
Improvement Plan (CIP) and the flow from project requests through programming to an
approved CIP. The policy also identifies the difference between the CIP and the CapitaIBudget.
The CIP is a five-year program of projects, and the Capital Budget is the portion of the CIP that
corresponds to the current District budget period. Staff will periodically update the cash flow of
the projects in the CIP to monitor the performance of the CIP relative to the current Capital
Budget, and to determine the needs for District Capitalin the current and future budget periods.

The 2017 policy also establishes a two-year timeframe for updating and programming the CIP, in
keeping with industry best practices. Interim and emergency programming can be handled as
needed, but fullupdating and programming willoccur on a two-year cycle. The new policy also
includes reference to the FederaITransit Administration's(FTA) new Transit Asset Management
ITAM) and State ofGood Repair(SGR) regulations. The District shallconform to FTA requirements
regarding prioritization and programming of projects.

The approvalcriteria is kept and updated from the 2015 policy. The generaldescription of items
eligible for inclusion into a capital project is also carried forward with some updates. The new
policy clarifies that expenses prior to project closeout are eligible, along with standard and
customary warranty and maintenance costs. The reporting requirements are changed to annually
from the what is in the existing policy. Staff plans to provide a more comprehensive annualreport
than the financialreporting that is currently produced semi-annually with the fiscalyear and mid-
year budget process.

BUDGETARY/FISCAL IMPACT

The changes to the Board Policy do not have a direct fiscalimpact

ADVANTAGES/DISADVANTAGES

The advantage to this update is to clarify how the District will create and approve a CIP and the
capital projects that make up the CIP. The amendments will also make the policy clearer by
conforming to the new format. There are no disadvantages to approving the amended policy.

ALTERNATIVES ANALYSIS

The only alternative is to keep Board Policy No. 314 as is, which is not recommended. The Board
approved a three-year CIP along with the FY 2017-18 Budget as an interim step towards a full
five-year CIP. The existing policy does not cover having a CIP. Most transit agencies in the U.S.
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use a mid-range CIP to better understand existing and upcoming capital needs, to prioritize
agency investments over time, and to connect capital planning efforts to known and needed
fu nding opportunities.

PRIOR RELEVANT BOARD ACTION/POLICIES

None

ATTACHMENTS

1. Proposed Board Policy No. 314
2. Current Board Policy No. 314

Approved by:

Reviewed by:

Claudia L. Allen, Chief FinancialOfficer

Denise C. Standridge, GeneralCounsel
Ramakrishna Pochiraju, Executive Director of Planning & Engineering

Prepared by: Chris Andrichak, Director of Management and Budget
Peter Brown, Manager of CapitalPlanning & Grants
BilITonis, Senior Project Manager
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Board Policy Blo, 314
CAPITAL PLAN AND PROJECTS POLICY

ADOPTED: 4/92
RECENT AMENDMENT: IO/17
SEE ALSO

SUBJECT CATEGORY: SECTION 300 - FINANCE

SUBSECTION: Operating Budget, Reserves, Revenue and Capita
CONTROL DEPARTMENT: FINANCE

1. PURPOSE

The purpose of Board Policy 314 is to establish a process for submission and approval of capital
projects and a Capital Improvement Plan (CIP) by the General Manager and then by the Board.
This policy also outlines the District's 5-year CIP which shallbe updated every two years.

11. PERSONS AFFECTED

All District Board members, staff and members of the public are affected since capital
improvements are regularly needed and District assets must be maintained in a State of Good
Repair.

111. DEFINITIONS

For the purposes of this Policy, the following definitions are applicable

CapitalProject -A capitalproject consists of an expense or related group of expenses with a value
of $5,000 or more and a life expectancy of one year or more.

Preventative Maintenance (PM) - Systematic inspection and maintenance that is regularly
performed on equipment or asset to lessen the likelihood of it failing. PM is an eligible use of
FederaITransit Administration capitalfunds.

State of Good Repair(SGRj- SGR is a condition in which assets are fit for the purpose for which
they were intended.

Capital Improvement Plan (CIP) - A short-range plan, usually four to ten years, which identifies
capitalprojects and equipment purchases, provides a planning schedule, and identifies options for
funding the plan.

IV. POLICY

Beginning in FY 2017-18, a five-year CIP will be developed by staff, reviewed by the General
Manager, and adopted by the Board. The CIP shall be updated every two years and have a five-
year planning horizon.

CapitalProgramming Committee

The Capital Programming Committee reviews and prioritizes capital project requests. The
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A. Capital Programming Committee

The Capital Programming Committee reviews and prioritizes capital project requests. The
Committee shall consist of the Executive Director of Planning & Engineering, the Chief Operating
Officer, the Chief Financial Officer, the Chief Information Officer, the Chief of Safety, Security, and
Training, the Director of Maintenance, the Director of Project Controls and Systems Analysis, the
Director of Management and Budget, and the Manager of Capital Planning & Grants. The
Committee shallperiodically review the scope, timing, and eligibility of capitalproject requests for
programming into the CIP. As part of that review, the Capital Planning and Grants Manager shall
verify that the request is consistent with the District's adopted Short Range Transit Plan (SRTP),

and identify if grant funds are available for the request. Approved requests are then eligible for
programming.

B. State of Good Repair

As a Federal Transit Administration (FTA) grantee, the District is required to program FTA funds
based on the District's Transit Asset Management (TAM) plan. Notwithstanding the rest of the
policy, the District shallprogram and prioritize in accordance with FTA regulations.

C. Capital Project Request

Capital Project Requests are the building blocks of the CIP. AC Transit Department Directors and
Managers initiate and submit requests for capital projects. The Capital Programming Committee
will periodically review submitted requests to determine whether they are appropriate for
programming.

D. Capital Project Programming

During a CIP update, the Capital Programming Committee will submit to the General Manager a
list of proposed modifications, deferrals/cancellations, and additions. The CIP must identify
funding that will be used and whether it is committed, fully/partially funded or planned. Projects
with planned funding may move up in priority if funding becomes available. Off-cycle
programming of projects based on need or funding opportunity shall also be approved by the
CapitalProgramming Committee and GeneraIManager.

E. Approval Process

The Capital Programming Committee shall submit to the General Manager a prioritized list of
capitalproject requests for review and approval. The GeneraIManager willsubmit to the Board of
Directors a list of approved capital project requests for programming into the CIP on a two-year
cycle or as-needed basis.

Questions concerning interpretation of this Policy are to be referred to the GeneralCounsel
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F. Capital Project Approval Criteria

In the preparation of the CIP, the Capital Programming Committee shall evaluate all capital and
preventive maintenance projects based upon, but not limited to, the following criteria:

l
2

3

4

5

6

7

Benefit to the District, including the effect on safety, future operating costs and revenues.
FTA asset management requirements
Effects on service delivery.
Consequences of not funding the projects.
The useful life of the asset.

The totalproject cost and schedule for completion
The sources of funding. For each funding source, the capital projects proposal shall clearly
indicate whether the source is an existing source, or a new source requiring District
approval.

G. Capital Project Eligible Costs

Eligible costs for capital projects shall consist of only of hard and soft implementation costs,
operating, administrative, maintenance and interest expenses incurred prior to close out of the
project. Exceptions to this include standard and customary warranty and maintenance costs that
are included in the purchase contracts for capitalassets.

H. Capital Budget

The Capital Budget is the portion of the CIP that corresponds to the current District budget period
jcurrently a single fiscal year). The CIP is a program of projects over a five-year horizon, so the
Capital Budget for a given fiscal year is the projected spending of all projects for that year. The
District Budget for a fiscalyear shall include the generalfund budget(otherwise known as District
Capital) projected to be spent on Capital Projects within that fiscal year.

1. Reporting

The General Manager shall provide to the District Board an annual Capital Projects Report. The
report should summarize the status of ongoing capital projects, including District-funded, grant-
funded and preventive maintenance capitalprojects.

V. AUTHORITY

A. Board Authority

Questions concerning interpretation of this Policy are to be referred to the GeneralCounsel
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1. The District's General Manager shall submit to the AC Transit District Board every two
years a proposed five-year CIP that identifies all capital projects, their scope, estimated
costs, priority, and planned funding sources for the Board's approval.

2. Scope increases to capital projects that exceed twenty percent (20%) of total project cost.

3. Changes in funding source allocations that exceed twenty percent (20%) of total project
cost.

B. General Manager's Authority

1. All AC Transit capital projects, previously approved by the Board, regardless of fund source
and prior to initiation.

2. All bond issuances for AC Transit capital projects, subject to previous Board approval or,
when required voter approval.

3. Addition of capital projects to the CIP that do not exceed $100,000 and are a routine part
of District business.

4. Scope increases to capital projects that do not exceed twenty percent (20%) of total
project cost.

5. Changes in fund source allocations that do not exceed twenty percent (20%) of total
project cost.

ATTACHMENTS

None

VI

Questions concerning interpretation of this Policy are to be referred to the GeneralCounsel
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NEW # 314

AC Transit
BOARD POLICY

Policy No. 316

Category: Financial Matters

CAPITAL PROJECTS POLICY

1. 1ntro ductio n

The purpose of this Policy is to establish a process for approval of capital projects by AC
Transit and submission of capitalprojects for review and approvalby the GeneraIManager
(GM) and then by the Board.

11. Definition

For the purposes of this Policy, "CapitalProject" means: A capitalexpenditure shallhave
a value of $5,000 or more and a life expectancy of one year or more, except for Federal
Transit Administration (FTA) funded projects and Preventive Maintenance projects which
require capitalization to the nearest $1 or greater.

111. Capital project request

l AC Transit Department Directors and Managers are required to submit an
executive budget request for capital projects to the Chief Financial Officer
(CFO)

The CFO shall review the sufficiency of funding available and the Chief
Planning, Engineering and Construction Officer shall verify that the proposed
change is consistent with the District's capital projects plan.

Upon approval, the District and Grant-funded capital project budget request
shall be submitted to the GM for review and authorization to submit all
applicable budget requests (over $50,000) to the District Board for final
approval.

IV. CapitalProject ApprovaIAuthority

A. The District's General Manager shall submit to the AC Transit District Board
at the time he/she submits the proposed budget, in accordance with Board
Policy No. 312, a proposed capital budget that identifies all capital projects.
their scope and amount for the Board's approval.

Page I of 3 Adopted: 4Z92
Amended: l0/99, 10/01. 12/01, 08/04

06/05, 04/07. 06/09. 2/1 1. 3/1 3
7/15
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B. The District's General Manager shall have the authority to approve

1. All AC Transit capital projects, previously approved
regardless d fund source and prior to initiationl and

by the Board

2. All bond issuances for AC Transit capital projects
Board approval or, when required voter approval

subject to previous

C. Authority to approve changes in capital project scope, funding source or term

1 . The District Board shall approve:
a. Scope increases to capital projects that exceed fifteen percent (15%)

b. Changes in funding source allocations that exceed fifteen percent (1 5%)

and

2. The GM shall have the authority to approve:
a. Scope increases to capital projects that do not exceed fifteen percent

(15%)I and
b. Changes in fund source allocations that do not exceed fifteen percent

D. The General Manager, in the preparation of the capital budget, shall
evaluate all Capital and Preventive Maintenance projects based upon, but not
limited to, the following criteria:

(a)

(b)
(c)

(d)
(e)
(D

The benefit to the District, including the affect on future operating costs
and revenues;
The affect on service deliveryl
The consequences of not funding the Capital and Preventive
Maintenance projects;
The life of the asset:
The total project cost and schedule for completion
The sources of funding. For each funding source, the capital projects
proposal shall clearly indicate whether the source is an existing source.
such as an active local tax from which revenues are currently
collected, or a new source requiring District approval.

E. Only those operating, administrative, maintenance and interest expenses
incurred prior to actual completion of the capital improvement shall be
included in the capital budget. After completion of the capital improvement
such cost shall be included in the operating budget of the District.

Page 2 of 3 Adopted: 4/92
Amended: l0/99. 10/01. 12/01. 08/04

06/05. 04/07. 06/09. 2/1 1 . 3/13
7/15
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06/05, 04/07, 06/09, 2/11, 3/13,
7/15

F. The components of the project capital plan are summarized and incorporated
into the agency-wide capital projects budget/plan.

G. The General Manager shall provide to the District Board a semi-annual
Capital Projects Report during the mid-year operating report; describing the
status of ongoing capital projects, including District-funded, grant-funded
and preventive maintenance capital projects along with quarterly financial
statements and year-end projections.

H. The General Manager may approve mid-cycle inclusion of grant-funded 
projects into the Capital budget without Board approval if the impact to the 
District funds is less than $50,000 provided there is prior Board approval for 
submitting the grant application and there are no substantive changes from 
the application.
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