
DRAFT MINUTES 

Special Finance and Audit Committee Meeting 
Alameda-Contra Costa Transit District 

2nd Floor Board Room 
1600 Franklin Street 

Oakland, California 94612 

Wednesday, June 23, 2010 

2:30 p.m. 

Finance and Audit Committee Members: 
Director Greg Harper, Chair 

Director Jeff Davis 

Director H, E. Christian Peeples 

The meeting was called to order at 2:30 p.m. with Chairman Harper presiding. 

Committee Members Present: Director Davis, Director Peeples and Director Harper, 

Committee Chair. 

Committee Members Absent: None. 

Also Present: Interim General Manager Mary King, General Counsel Ken Scheidig, 

Chief Financial Officer Lewis Clinton, and District Secretary Linda Nemeroff. 

Public Comment 

There was no public comment offered. 

INFORMATION ITEM(S) (Consent Calendar) 

[Items listed under the Consent Calendar are considered to be routine and may be enacted by one 

motion/one vote. If discussion is desired, an item may be removed from the Consent Calendar and will be 

considered individually.] 

1. Consider approving Finance and Audit Committee minutes of May 26, 2010 and June 

9, 2010. 

MOTION: DAVIS/HARPER to approve the minutes and forward to the Board of 

Directors recommending receipt; Director Peeples abstained (2-0-1). 

2. Consider recommending adoption of Resolution No. 10-034 providing for notice of 

the scheduled adoption of an Appropriations Limit for FY 2010-11 (GM Memo No. 10-

151). 

MOTION: PEEPLES/DAVIS to forward to the Board of Directors recommending 

adoption of Resolution No. 10-034 as presented (3). 
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3. Consider receiving the Audit Plan for the FY 2009-10 financial audit and Audit 

Engagement Letter for the Fiscal Year ending June 30, 2010 (GM Memo No. 10-152). 

There was no presentation of the staff report. Director Davis inquired if the District's 

auditor, Macias Gini & O'Connell, had been involved in the implementation of the 

Finance/Human Resources (FHR) System and whether there were any areas of 

concern that needed to be addressed during the audit process. Chief Financial 

Officer Lewis Clinton advised that a division of Macias Gini & O'Connell (not the audit 

division) had early involvement in the implementation of the FHR system and that 

their audit division would audit procedures. He further added that the Internal Audit 

Department was performing an audit of the finances related to the project. 

Interim General Manager Mary King inquired about the contract with Macias Gini & 

O'Connell for audit services. Mr. Clinton advised that the District was in the fifth and 

final year of the existing contract and would be going out to bid for audit services next 
year. 

Director Peeples inquired about the references to "you" in the audit engagement letter 

and whether it pertained to management or the Board. After further inspection of the 

letter, Mr. Clinton advised that the reference pertained to the Board and its fiduciary 

responsibilities. 

Public Comment: 

Jane Kramer, Alameda resident, inquired that she had not received a response to a 

question she raised at the last Board meeting regarding a line item expense in the 

budget that was defined as "other". [Chairman Harper responded that it was for the 

cost of the election.] Ms. Kramer questioned the response, noting that it did not seem 

logical. 

MOTION: PEEPLES/DAVIS to forward to the Board of Directors recommending 
receipt. (3). 

4. Consider receiving the Disadvantaged Business Enterprise (DBE) update and Semi-

Annual Payment Report for October 1, 2009 through March 31, 2010 (GM Memo No. 
10-135). 

There was no presentation of the staff report. Director Davis commented that the 

goal had not been met for the year and inquired about the chart on page 2 of the 

memo, noting that it made no reference to the contracts which relate to DBE 

subcontractors. In addition, he asked why many of the strategies that were being 

developed to update the District's procurement policies had not been implemented. 

Chief Financial Officer Lewis Clinton advised that efforts to update the District's 

procurement policies were ongoing between District staff and Mason Tillman. He 

added that amendments to Board Policy 350 (Procurement Policy) would be brought 

back to the committee at a later date for approval. General Counsel Ken Scheidig 
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commented on the goal, noting that it was the first time in several years that it had not 

been met. 

Director Davis requested that the tables provided in the memo show a link between 

the contracts and DBE subcontractors. 

MOTION: PEEPLES/DAVIS to forward to the Board of Directors recommending 

receipt (3). 

BRIEFING ITEM(S)/ACTION ITEM(S) 

5. Consider receiving monthly report on the Budget, Investments and 10-Year 

Projections (GM Memo No. 10-153). 

Chief Financial Officer Lewis Clinton presented the staff report. 

Director Peeples inquired about BART transfers and how they were tracked, noting 

that operators were inconsistent in how they handled them. Manager of Capital 

Development, Legislation and Grants Kate Miller advised that in the future the 

Automatic Passenger Counters (APCs) and survey data would be used to determine 

the use of transfers. With regard to BART Transfers and Translink, Treasury 

Manager Dan Lillin reported that parallel systems would be used until the transfer 

machines were taken out of BART stations. 

Director Davis commented that he would like to have a better handle on what the 

deficit is based on given the best information available with respect to the revenues 

the District expects to receive versus budgeted revenues. Mr. Clinton advised that 

the 10-Year Projections provided this type of information. 

MOTION: PEEPLES/DAVIS to forward to the Board of Directors recommending 

receipt (3). 

Item Nos. 6 and 7 were discussed concurrently. 

6. Consider recommending approval of amendments to Board Policy 312 - Budget 

Policy (GM Memo No. 08-226b) [Referred from the Board of Directors to the Finance and Audit 

Committee on August 26,2009]. 

7. Consider recommending approval of amendments to Board Policy 360 - Reserve 

Policies (GM Memo No. 08-022b) [Retained in Committee January 21, 2009 for further 

discussion with the actuary regarding self insurance confidence levels]. 

Chief Financial Officer Lewis Clinton presented the staff recommendations for 

amendments to both the reserve and budget policies. 

Director Peeples commented on the reserve policy, noting that the 20% reserve level 
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was something he had advocated for in the past and should be tied to a number of 

days the District could operate on its reserves. Mr. Clinton advised that a 20% 

reserve level based on the annual operating budget was standard operating 

procedure for government agencies. 

Director Davis commented on the staff report, noting that it did not summarize the 

actual recommendations in the policy and that he would like to see the memo revised. 

He further inquired if the District actually utilized reserves and why language with 

respect to confidence levels for self-insurance was not included in the policy. Mr. 

Clinton advised that reserves would be utilized to balance the budget when there was 

a forecasted deficit and only after all attempts to keep expenses down had been 

exhausted. Further, with regard to confidence levels and self-insurance, Mr. Clinton 

advised that 50% confidence levels, as indicated in the staff report, met the Generally 

Accepted Accounting Principles and was not as conservative as staff had 

recommended in the past. 

Chairman Harper commented that the reserve and budget policies needed to be more 

dynamic and used for planning purposes, especially during tumultuous economic 

times, noting that he would not like a policy that was not achievable in the short term. 

In addition, Chairman Harper requested a reserve policy that identifies a minimum 

reserve level the District would not go below and to have that figure carry over into 

the budget policy. Director Davis added that he would like to see a maximum goal 

included in the policy 

Interim General Manager Mary King advised that she was initiating a new process 

that would require all memos coming before the Board to include a budgetary impact 

report/statement, which would reflect where funds are coming from for a given 

proposal and the immediate impact on the budget. 

MOTION: PEEPLES/DAVIS to retain Item Nos. 6 and 7 in committee (3). 

8. Consider recommending adoption of Resolution No. 10-035 authorizing the Interim 

General Manager, or her designee, to file an application for Federal Transit 

Administration (FTA) Section 5339 Alternatives Analysis for the study of the 

Broadway-College Corridor, committing the necessary local match funds for the 

project, and stating assurances to complete the project (GM Memo No. 10-155). 

Manager of Capital Development, Legislation and Grants Kate Miller presented the 

staff report. 

Director Peeples inquired about the planning process used to determine the corridor 

of study, noting that it was inappropriate to let an application for federal funds drive 

the planning process. Ms. Miller advised that the Broadway-College Corridor was 

identified in the Short Range Transit Plan. In addition, Director of Planning and 

Service Development Cory LaVigne advised that the District's Strategic Vision 

document had identified the International-Telegraph Corridor as the top corridor 

priority, then MacArthur, then the Broadway-College Corridor. He added that the 
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Broadway-College Corridor met the requirements to obtain the funds and that it had 

always been a long-term goal to unify Line 51 along that corridor. Staff indicated that 

a revised memo would be presented to the Board which detailed the information 

provided by staff at the Committee meeting concerning the planning process. 

MOTION: PEEPLES/DAVIS to forward to the Board of Directors as an A-memo 

recommending adoption of Resolution No. 10-035 as presented (3). 

9. Consider recommending that the Interim General Manager be authorized to: 

■ Enter into a contract with Air Products and Chemicals, Inc. for a temporary 

mobile hydrogen fueling system at the District's Seminary Division contingent 

upon the negotiation of terms and conditions acceptable to the Interim General 

Manager and General Counsel; and 

■ Execute any amendments to the existing Hydrogen supply agreement with 

Chevron, releasing them from their contractual obligations to supply Hydrogen 

fuel to the District, provided Chevron finances the District's purchase of up to 

750 kilograms of hydrogen fuel per week from Air Products and Chemicals, Inc. 

through September 30, 2010 (GM Memo No. 10-156). 

There was no discussion of the item. 

MOTION: PEEPLES/DAVIS to forward to the Board of Directors recommending 

approval (3). 

10. Consider recommending adoption of Resolution No. 10-037 repealing the salary and 

step increases for unrepresented management employees, excluding unrepresented 

management employees with contracts and District officers, authorized by Resolution 

No. 09-014 (GM Memo No. 10-162) [Request to forward to the Board of Directors the same day 

for action pursuant to Board Policy 100, Section 5.5.4]. 

There was no discussion of the item. 

MOTION: PEEPLES/DAVIS to forward to the Board of Directors for same day action 

recommending adoption of Resolution No. 10-037 as presented (3). 

Agenda Planning 

There were no new items added to Agenda Planning. 

July 

■ Discussion regarding the issue of unlimited transfers with the use of a Translink Card 

(to be discussed prior to the August 22nd effective date of the new service changes) 
(Requested by Director Peeples - 5/26/10). Board - July 7,2010 

■ Report on the impacts of the Healthcare Reform Bill on AC Transit (Requested by 

Director Peeples - 3/24/10). 
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August 

■ Report confirming that the most recent service adjustments resulted in the platform 

hours expected (Requested by Director Harper - 4/14/10). 

October 

■ Report on ways to improve transparency in the Procurement Department (Requested 

by Vice President Young - 2/24/10). 

■ Report on the Health and Wellness Program (Requested by Vice President Young -

5/12/10). 

Pending Not Scheduled 

■ Report on how AC Transit can assist the Oakland Unified School District in 

addressing truancy issues through the review of the fare policy (Requested by Vice 

President Young - 2/24/10). To be addressed in conjunction with the fare policy study. 

Semi Annual Report 

■ Status update on the Tactical Initiatives to Address the Fiscal Deficit (Requested by 

Director Davis - 7/29/09). 

Quarterly Reports 

■ Board/Officer Travel/Meeting Expense (Aug - Consent) 

■ Employee Out-of-State Travel (Aug - Consent) 

■ Financial Performance/Quarterly Budget Update (Aug) 

■ Surplus/Obsolete Materials (Aug- Consent) 

■ Finance/Human Resources (FHR) System Implementation (Aug) 

Semi-Annual Reports (Consent) 

DBE/FTA Report (May/Nov) 

Retirement Board (July/Dec) 

Annual Reports (2010) 

Fare Structure Update (Mar) Action 

Appropriations Limit (June) Action 

DBE Goals (July) Action 

Externally Funded Welfare to Work (Nov) Consent 

Parcel Tax Oversight Committee (Dec to Board) Action 

Year-End Audited Financial Statements (Nov) Briefing 

Board/Staff Comments (Government Code Section 54954.2(a)) 

Adjournment 

There being no further business to come before the committee, the meeting was 

adjourned at 4:06 a.m. The next meeting of the Finance and Audit Committee is 

scheduled for Wednesday, July 28, 2010. 

Respectfully submitted, 

Linda A. Nemeroff 

District Secretary 
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