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AC Transit Policy No. 360 

BOARD POLICY 
Category: FINANCIAL MATTERS 

RESERVE POLICIES 

PURPOSE 

The purpose of this Policy is to establish a comprehensive level of District reserves in order to 
ensure that the District can withstand national, regional and local major economic disruptions, 
as well as unanticipated expenditure demands due to natural disasters, insurance loss and the 
like, and meet the need for other non-recurring expenses.  Reserve balances shall be 
accounted for as specifically reserved or restricted net assets on the balance sheet. 

RESERVES 

A. Reserve for Operations:

Funded through annual budgeted appropriation (until such time as maximum reserve
balance is achieved) to meet unexpected decreases of more than 10% in the levels of
Total Revenues and subsidies, as well as unexpected increases of more than 10% in
total operating costs such as unanticipated and unbudgeted increases in fuel costs,
additional major pension fund contributions due to sudden portfolio underperformance,
or emergency funds for use in the event of major calamity.   This reserve will be
maintained at a maximum of twenty percent (20%) of the annual operating budget.  Until
such time as the maximum reserve balance is achieved, it is the goal of the Board of
Directors to annually budget the lower of the result of the District’s Social Return On
Investment rate (The Social Return on Investment, SROI is the average current market
rate yield, or rate of return, of all 10 year maturity government bonds issued in the most
immediate period by all Californian public sector agencies and municipalities) as a
percentage of  the Total Assets of the District or the District’s Social Return On
Investment rate as a percentage of  the Total Revenues of the District, to fund this
reserve.  The District will strive to maintain a minimum reserve balance of 5%.

B. Reserve for Self-Insurance:

Funded through annual budgeted appropriation.  An actuarial study will be performed
every two years to determine the rate as a percentage of operating budget to be
budgeted to pay for expenses incurred for the following:

1. Workers’ Compensation Reserve for Claims Incurred and Claims Incurred, But Not
Reported.

2. Public Liability Reserve for Claims Incurred and Claims Incurred, But Not Reported.
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C. Additional Reserves 
 
The District will evaluate the need and plan to fund additional reserves for potential 
operating liabilities and claims against the District not included in items 1 and 2 above. 

 
 

D.  Reserve for Debt Service: 
 
 Funded through bond proceeds equal to highest year debt service obligation of District.  

Funds held by trustee for payment of related debt service. 
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