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MEMORANDUM

TO: Authority Members  

FROM: Christine Monsen, Executive Director
Tess Lengyel, Programs and Public Affairs Manager
Anees Azad, Finance and Administration Manager

DATE: June 18, 2009

SUBJECT: Approval of Current Year Revised FY 2008-09 Budget and 
New Year FY 2009-10 Budget

RECOMMENDATIONS:
I. Approval of Budgets:

(a)  Current Year FY 2008-09 Revised Budget (Table 1-Col. 3).
(b)  New Year FY 2009-10 Budget (Table 1-Col. 5) 

II. Approval of the revisions to the Cost Allocation Policy, as detailed in the Compliance section 
below.

(a) Allow ACTIA to charge project related cost to individual projects in accordance 
with sponsor agreement.  These costs would be removed from both the 1% and 
the 4.5% ratio computation.

(b) Continue charging consulting costs to benefiting funds as directed in #4 of the 
Policy, however remove the inclusion of these costs from the 4.5% ratio 
computation.

This item was given concurrence at the Administration/Legislation/Finance Committee meeting 
on June 10, 2009.

SUMMARY:
�x Both the Current Year FY 2008-09 Revised Budget (Current) and the New Year FY 2009-10

Budget (New Year) reflect the adverse impact of the recession on ACTIA’s sales tax 
revenues.  The impact reduces net sales tax revenues from $116.3 million in FY2007-08 to 
the $100 million level in FY 2008-09 and the continuation of this level into FY 2009-10.  
These low levels of revenues were last observed in FY 2005-06.

�x The New Year Budget shows large outlays for the BART-to-Warm Springs and the I-680 
Express Lane projects, which push the total Capital Projects expenditures to $114.6 million.  
The increase in Program Reserves expenditures signifies the grants approved in the current 
and prior years reaching maturity in the New Budget Year.  Other changes are discussed 
below.

�x The drop in sales tax revenues followed by increases in the consultant costs has had a 
material impact on the 1% and 4.5% administrative cost limits.  Staff has proposed 
reclassification of a number of non-administrative costs from the Administration/General 
Fund to Capital Projects and Reserve Funds.  These reclassifications are discussed in the 
Administrative Cost Compliance section on page 7 of this memo.
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DISCUSSION:
Due to the inter-relationship between the budget process and the administrative cost 
compliance, staff has divided this staff report into two sections.  The first action deals with the 
ACTIA budget and describes the various elements of the Current Year and the New Year 
Budgets.  The second section addresses the administrative cost compliance changes and
recommends that non-administrative costs be charged to projects and program funds.

I. BUDGET SECTION
The Current Year Budget is an opportunity to revise the estimated revenues and expenditures in 
line with current information and to present the New Year Budget based on these results.  This 
practice allows staff to continually refine revenue and expenditure streams based on changes in 
the economic climate and costs.  This also provides recipients of program funds the benefit of 
the latest estimates, and incorporates the Strategic Plan into the budgeting process.
The Table 1 below summarizes the revenues and expenditures by major funds under the 
following column headings:

1. Original Budget for Current Year 2008/2009, which was approved last year;
2. Mid-Year Amended Budget shows Current Year 2008/2009 Budget as approved by the 

Board at the Mid-Year review in March 2009;
3. Revised Current Budget for Current Year 2008/2009 reflects the updated information

on revenues and expenditures; 
4. Amended vs. Projected shows the variances between columns 2 and 3;
5. New Year Budget column is the proposed budget for FY 2009/2010; and
6. 08/09 Projected/09/10 Budget column shows the variance between the final Current 

Year update (col. 3) and the New Year Budget (col. 5).

TABLE 1
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Revenues
Sales Tax:

�x The Current Year net sales tax estimate (prepared in April 2008) was initially projected at
$119.5 million in the Original Budget.  This projection was amended down last Fall to $110
million in view of the housing and retail downturn.  The actual receipts for January through 
March 2009 were unexpectedly lower than estimated resulting in a further drop in sales tax 
estimates to $100 million.  The budgeted net sales tax revenues for next year are also 
estimated at the current year level of $100 million.  Staff projects that the economy will not 
recover from the current recession until the end of FY 2009/10, and we foresee weak 
revenues through FY 2009-10.

�x The Table 2 below shows a comparison between the historical and projected Net Sales Tax 
figures and the initial revenue projections developed in 2002.  Factoring in the current drop
in sales tax revenues, the latest cumulative deficit will be short of the initial projections by an 
estimated $840 million over the life of the Measure.  This equates to losing 4.2 years worth 
of sales tax revenues during the term of Measure B. This comparison excludes interest 
revenues ($35 million).

TABLE 2

Interest Income: 
�x Projected interest income of $5.5 million for Current Year reflects the 4.0% average return 

experienced this year compared to a budget of $3.5 million or 3% in the original budget.  A 
large part of this improvement is due to higher cash balances from slower capital 
expenditures.  These projections include an estimate of the premium/discount on the ACTIA 
investment balance.  This estimate will be adjusted to actual at year end and may result in 
an adjustment to the interest revenues shown here.

�x The New Year Budget reflects interest revenues of $2.2 million at a 2.0% interest rate on an 
average balance of $110 million.  These interest estimates are net of investment advisor 
fees and changes in investment premium/discounts.

Other Govt Revenues and Other Income:
The Other Govt. Revenues reflects ACTA’s share of the I-580 Corridor projects and state 
funding for ACTIA projects.  The Other Income category reflects sublease revenue from 
consultants and administrative fees on the loan to AC Transit.

Expenditures
Capital Projects:

�x The Current Year capital expenditures were decreased from $82.9 million to $54.6 million in 
line with the updated Cash Flow and the Strategic Plan approved by the Board last month.  

�x The New Year Capital Projects are budgeted at $114.6 million which includes $746,000 in 
consulting costs directly related to ACTIA projects, plus $5.1 million related to ACTA’s share 
of the I-580 Corridor projects
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�x The largest expenditure components in the New Year Budget are the BART-to-Warm
Springs allocation of $42.5 million and the I-680 Express Lane allocation of $11.5 million.

�x No staff cost is allocated to the Capital Projects Fund under this budget.

Pass Through:
The Pass-Through budget is the amount that ACTIA passes on to jurisdictions as streets and 
roads or paratransit or bicycle/pedestrian program funding.  The budget for Pass-Through
expenditures is correlated to the reduced sales tax revenue projections for Current and New 
Year.  These distributions are formula driven within each area, based on population and road 
miles.

Reserve:
Table 3 reflects the balances and changes by individual Reserve fund categories.  The total of 
these funds is expected to exceed $16.3 million at the end of FY 2008-09.  The New Year 
Budget reflects $5.5 million in special fund expenditures of which $4.6 million is for grants, with 
the balance for consulting costs and services.  The table also shows the encumbered amount of 
$12.1 million for future years.  No staff costs are allocated to these funds.

The Reserve Funds are charged with expenses that directly benefit the individual fund activities.  
Specifically, the Paratransit Fund is charged with program consultant costs (Nelson/Nygaard-
$253,812 for coordination services and $81,846 grant funded services), paratransit 
transportation services (MV Transportation -$110,000), and the Bike and Pedestrian fund is 
charged with the consultant costs (Rochelle Wheeler-$281,000) and technical assistance (from 
ACCMA-$170,000).

TABLE 3

General Administration Expenditures Overview:
�x The Revised FY 2008-09 administrative costs of $4.2 million shows a drop from the 

Amended budget of $4.5 million due to three factors: (1) the reclassification of $450,000 in 
project management cost from General Fund to Capital Project Fund, (2) lowers operating 
costs spread across the board and (3) booking of $300,000 in sales tax audit fees, which 
partially offset the first two factors.  The reason for the reclassification of the project 
management cost is discussed in the compliance section below.  The audit fees are a 
contingent costs related to errors in sales tax returns found by our sales tax auditors,
MuniServices.

�x The New Year Budget shows significant increases in ACTIA consulting costs compared to 
FY 2008-09.  As shown in the compliance section, certain consulting costs related to 
projects and programs were reclassified to Capital Projects and Program Funds.  These cost 
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increases are related to the widening scope of ACTIA activities and the maturing process of 
the current projects and programs.
�ƒ ACTIA’s share of Project Control costs increased from $1,050,000 in FY 2008-09 to 

$1,260,000 in FY 2009-10.  This increase is due to the higher project management
activity on ACTIA projects of this total, $501,180 will be changed to Capital Projects.

�ƒ Legal costs increased from $425,000 in FY2008-09 to $530,000 in FY 2009-10.  The 
increase is due to $75,000 in condemnation related expenses (which will be charged 
to Capital Projects) and $50,000 budgeted for potential litigation costs.

�ƒ Program administration costs increased from $400,000 in FY 2008-09 to $528,000 in 
FY 2009-10.  The increase relates to greater administrative support on pass-through 
and grant funds implementation, community advisory and public outreach efforts and 
overall general program administration.

�ƒ Media/Web Update costs from $120,000 in FY 2008-09 to $209,000 in FY 2009-10.  
This includes a one-time increase to fund an update of the website.

�x The New Year budgeted salaries/benefits reflect the proposed salary ranges and benefits 
costs with a 4% budget for salary adjustments within the ranges approved by the Board last 
month, the 0.6% increase in Flex Benefits approved in May 2009, plus a 0.9% increase for 
unemployment tax.  The total salaries and benefits cost for Projected FY 2008-09 is 
$1,417,811.  The Budget 2009-10 total salary and benefits cost is $1,497,312. 

�x Shared staff costs between ACTA and ACTIA was estimated at 25:75 ratios for the New 
Year.  The ratio of non-administrative costs (costs related to capital projects and program) 
was estimated at 20% of ACTIA labor costs. The final ratios will be based on the actual time 
card entries.  These non-administrative costs relate to the 1% calculation only and no staff 
cost is actually charged to projects or programs, however, these costs are counted in the 
4.5% ratio computation. A portion of the non-administrative staff costs may be charged to 
projects under the changes recommended below.  Please refer to the discussion below on 
individual expenses excluded from the ratio computations.

Net Assets 
�x The lower portion of the Summary of Revenue and Expenditures shows the impact of the 

projected activity and budget on the Authority’s net assets by funds.  The Authority is 
expected to have an ending net asset balance of $121.5 million at the end of FY 2008/09.  
The ACTIA Fund balance is expected to drop to $50.5 million after the end of FY 2009-10.

Fiscal Impact:  
If the Budget and the Cost Allocation Policy recommendations are approved, the fiscal 
impacts will be as follows: 
�x The Current Year Budget will have $109.8 million in revenues, $115.3 million in 

expenditures and a residual $121.5 million in fund balance for ACTIA.
�x The New Year Budget for FY 2009-10 will have $107.5 million in revenues and $178.5

million in expenditures and a residual $50.5 million in ACTIA fund balance.
�x The administration cost ratios will be below the 1% and 4.5% thresholds.
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II. ADMINISTRATIVE COST COMPLIANCE SECTION

BACKGROUND
A. In July 2006, the ACTIA Board approved a policy that specifies the treatment of 

administrative and non-administrative costs in the computation of the 1% and the 4.5% 
administrative cost ratios.  This policy allowed for the following three changes:

�x Segregation of ACTA and ACTIA salaries and benefits costs and further separation 
of ACTIA costs between administrative and non-administrative components in line 
with OMB A-87 guidelines.  Administrative costs were defined as common or non-
assignable costs.  Costs attributed to projects and programs were categorized as 
non-administrative costs. 

�x Removal of ACTA and the non-administrative ACTIA salaries/benefits cost from the 
1% ratio computation.

�x Allows charging of non-administrative costs to benefiting funds such as the projects 
and program funds; however these costs are to be added back to the 4.5% 
computation at year-end.  

B. Prior to this policy, the premise for charging certain projects and program expenses to the 
general fund was that it would maximize the funding for projects and programs.  This 
premise has been severely shaken given the drop in revenues and the increasing 
complexity and cost of managing the projects and program activities.

C. This year (FY 2008-09) we have experienced a 16% drop in sales tax revenues and 
increasing management demands from the maturing projects and program.  These two 
changes have impacted the 4.5% computation adversely.  Since these costs are important 
to the delivery of ACTIA’s projects and programs, staff believes that summarily scaling back 
of these critical expenditures will be counterproductive to the implementation of the 
Expenditure Plan.  Staff proposes an alternative approach that would maintain the integrity 
of the administrative cost limits and continue the progress on ACTIA’s projects and 
programs.

RECOMMENDED CHANGES
Staff proposes the following changes to the 2006 Board Policy on Administrative Cost Ceilings:

1. Allow ACTIA to charge of project related costs to individual capital projects in accordance 
with the project funding agreements with project sponsors.  These costs would be removed 
from both the 1% and the 4.5% ratio computation.

2. Continue charging consulting costs to benefiting funds as directed in #4 of the Policy, 
however remove the inclusion of these costs from the 4.5% ratio computation.  

The Table 4 summarizes how the administrative costs ratios are calculated.  Table 4A shows 
the salaries and benefits ratio computation for the 1% ceiling.  The Table 4B shows the 4.5% 
administrative cost ratio computation.  The Table 4C shows the adjustments to the 
administrative ratio computation.

To provide support for these recommendations staff asked ACTIA’s prior auditors, Williams 
Adley and Co., CPAs, to review ACTIA’s Expenditure Plan, PUC Regulations and generally 
accepted cost allocation practices at similar agencies and formulate a guidance report on cost 
allocation.  A draft version of this report is attached for review.  The report conclusions support 
the changes recommended above.  Staff will utilize this report to propose a revised cost 
allocation policy for board approval in the coming months.
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TABLE 4

DISCUSSION OF RESULTS

A. The Salary and Benefits Cost Ratio:  Table 4A above summarizes the Salaries and Benefits 
cost ratios for ACTIA.  The administrative costs for ACTIA are below the 1% ceiling in all 
three years shown above.  

B. Total Administrative Cost Ratio:  Table 4B above shows three years of the computation, 
starting with the audited FY07-08, and the Current Projection and the New Year Budget with 
the recommended changes to exclude non-administrative consultant costs from the 4,5% 
computation.  Table 4C shows specific categories reclassified out of the administrative 
costs.  The prior year methodology shows where Special Program consulting costs (line 15, 
$441,631) was added back into the 4.5% computation in accordance with the current policy.  
This methodology assumed that the costs of the paratransit/bicycle and pedestrian program 
coordination are part of administrative costs.  Such accounting treatment is extremely 
conservative, and leaves no room for additional administrative costs, such as updating the 
ACTIA website or grant administration. The proposed changes remove all components of 
non-administrative cost from this computation, thereby leaving room for more appropriate 
administrative costs.  The bottom part of the table shows the costs that have been removed 
from the computation.
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The Administrative Cost ratios (3.59% for 07/08, 3.794% for 08/09 and 4.367% for Budget 
2009-10) include all administrative costs, such as salaries/benefits, rent, administrative 
consultant costs and supplies. This excludes the non-administrative consulting costs 
attributed to other funds in ACTIA, specific project costs such as right-of-way acquisitions 
and utility removal, which are accounted for under each specific project, and, for fiscal year 
2009/10, project –related staff costs charged to specific projects.  

The ratios discussed above will deteriorate if the net sales tax collection falls below the $100 
million level discussed above.  At $90 million, the salary/benefits and administrative cost 
ratios are estimated at 1.026% and 4.215%, respectively for the Current Year, and 0.998% 
and 4.853%, respectively, for the New Year.

As one can see from the bottom half of Table 4C, without the reclassification of the listed 
non-administrative cost (lines 16 to 20) from the Current and New Year calculation, the 
administration ratios will exceed 4.5% threshold by a wide margin.  

Attachment: (1) Board Approved Cost Allocation Policy-2006, with proposed changes.
(2) DRAFT Report from Williams Adley, CPAs on review of Cost Allocation Policy 

and Practices



Alameda County Transportation Improvement Authority                    June 18, 2009
ACTIA FY 2009/2010 Budget                            Page 10

To view the Board packet in its entirety, please visit our website at www.actia2022.com

Policy #: Title: Effective Date:

7.300 Administrative Cost Ceilings 7/01/06

PURPOSE
To establish a policy to comply with administrative cost ceilings established in ACTIA’s 
Expenditure Plan. 

REFERENCE
Please refer to ACTIA Expenditure Plan page 27, PUC 180109 and OMB A-87 Attachments 
A and E 

POLICY
All cost incurred by ACTIA and ACTA are subject to tests of necessity, reasonableness and 
specific ceilings outlined below. 

1. All salary and benefits costs must be separated by entity (ACTA and ACTIA) and 
then into administrative and non-administrative functions in line with OMB A-87.  
Administrative costs, also known as indirect costs are defined as common or non-
assignable costs in the OMB 87 attachment A. Non-administrative costs are specific 
and assignable costs to projects and programs.

2. The administrative salaries and benefits costs for ACTIA is subject to the 1% of gross 
sales tax proceeds ceiling, whereas all salaries and benefits costs apportioned to 
ACTA are not subject to a ceiling, since the expenditures are related to the 
completion of the capital projects.  

3. Allow ACTIA to charge project related costs to individual capital projects in 
accordance with sponsor agreement.

4. ACTIA costs attributed to specific projects and programs may be allocated to specific 
benefiting cost center (subject to agreements), however, regardless of the allocation, 
they must be included in the accumulated cost comparison against the 4.5% ceiling 
for ACTIA.

5. All exceptions to this policy must be approved by board action in advance.
6. The ACTIA General Fund must be used to track the agency’s performance against 

the 4.5% ceiling over time. 

RESPONSIBLE STAFF
Executive Director and Finance and Administration Manager

DATE ISSUED/SUNSET DATE

Issue Date:  July 1, 2006 Sunset Date:  July 1, 2022 
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