
SAN FRANCISCO BAY AREA RAPID TRANSIT DISTRICT
300 Lakeside Drive, P. O. Box 12688, Oakland, CA 94604-2688

(510) 464-6000

FINANCE, BUDGET & BOND OVERSIGHT COMMITTEE
May 16,2077

11:00 a.m.

COMMITTEE MEMBERS: Directors Josefowitz (Chairperson), Allen (Vice Chairperson),
Blalock, and Dufty

Chairperson Josefowitz has call a meeting of the Finance, Budget, and Bond Oversight
Committee will be held at 11:00 a.m. on Tuesday, May 16, 2017, in the BART Board Room,
Kaiser Center 20th Street Mall - Third Floor, 344 - 20th Street, Oakland, California.

Members of the public may address the committee regarding any matter on this agenda. Please

complete a "Request to Address the Board" form (available at the entrance to the Board Room)
and hand it to the Secretary before the item is considered by the committee. If you wish to
discuss a matter that is not on the agenda during a regular meeting, you may do so under Public
Comment.

AGENDA

1. Call to Order.
a. Roll Call.

2. Alameda County Transportation Affordable Student Transit Pass Pilot Report.* For
information.

3. Revised Investment Policy.* For information.

4. Independent Auditor's Report on Audit of Federal Awards under the Office of
Management and Budget Uniform Guidance for the Fiscal Year Ended June 30,
2016.* For information.

5. Fiscal Year 2018 Preliminary Budget. * For Information.

6. Public Comment.

7. New Business. (An opportunity for Committee Members to introduce potential
matters for a future committee agenda)

Kenneth A. Duron
District Secretary

Please refrain from wearing scented products (perfume, cologne, after-shave, etc.) to this meeting,
as there may be people in attendance susceptible to environmental illnesses.

BART provides service/accommodations upon request to persons with disabilities and individuals
who are limited English proficient who wish to address BART Board matters. A request must be
made within one and five days in advance of Board meetings, depending on the service requested.
Please contact the Office of the District Secretary at (510) 464-6083 for information.



EXECUTIVE DECISION DOCUMENT

Alameda CTC Affordable Student Transit Pass Pilot

PURPOSE:
To authorize the General Manager to execute an agreement with Alameda County
Transportation Commission (A1ameda CTC) for the Affordable Student Transit Pass Pilot
(ASTPP).

DISCUSSION:
With the Board's approval, BART will participate in the Affordable Student Transit Pass
Pilot, a pilot program developed, funded, and overseen by Alameda CTC. The goals of the
ASTPP are to reduce transit-access barriers for middle and high school students traveling to
and from schools, to school-related events, and to other extracurricular orjob-related
activities; to improve transportation options for Alameda county's middle and high school
sfudents; to develop effective transit pilot progams; to create a basis for a countywide
student transit pass program (funding permitting); and to build support and develop future
ridership for public hansit in Alameda County.

Alameda County's transportation sales tax, Measure BB, passed by 70% of voters lr;.2Ol4,
allocated $15 million to the ASTPP over a thLree-year period. BART plans to participate in
the 2nd and 3rd years ofthe pilot program starting in August 2017. Participating agencies in
the ASTPP are AC Transit, LAVTA (Wheels), Union City Transit, and BART. No federal
funds are used in this pilot program.

Alameda CTC is piloting several different models in different parts of Alameda County,
including free and universal programs which provide fiee passes to all students, and means-
based programs which provide free passes to low-income sfudents. Alameda CTC has
adopted a comprehensive evaluation framework to understand the effectiveness of the

GENERAL NI,{NAGER ACTION RXQ'D:

BOARD biITLATED ITIiM: No

Origitrrtor/Prcprred byr Dotrtrs LcG

D.pt: Gov't & Comml|rity RGlrtiotrs
'1 ./ // -/ ,

$nr./,t--e-^ s/,-/rT
Sigtrsture/D.te:

Controller/T

nffi(

District Secrrtrry

M,'t
L,rl ,

brrj



Affordable Student Transit Pass Pilot

program and leam how the varying parameters affect outcomes.

The ASTPP will gather data about student usage of BART during the Pilot to address the
following questions:

* For what purposes do students use BART?

* At what times during the day, and on which days of the week do students use BART?

* Which BART stations (origins and destinations) are used most frequently by students?

* How do BART trips connect with, complement, or replace hips that students are

making on AC Transit or other transit systems?

Data gathered during Year 2, and the program's ability to fLnd ASTPP BART tickets will
determine the parameters of BART ticket inclusion in the third year of the pilot program.

For student use on BART, Alameda CTC will purchase from BART, $50-value ASTPP
tickets, which are color-coded orange with a special graphic design, at a 50oZ discount
($25). The ASTPP tickets are similar to BART's Orange ticket, which BART sells to
participating middle and high schools at a50%o discount ($32 in value sold for $16).

While use of the existing Orange ticket is limited to Monday through Friday for the purpose

of getting to and from school and school-sponsored events, students will be able to use the

ASTPP BART ticket any day of the week, and for any purpose.

High schools in BART's service area selected by Alameda CTC to participate in the BART
ASTPP include: Castlemont Hig[ Fremont High, and McClyrnonds High in Oakland; San

Leandro High in San Leandro; Hayward High in Hayward; and James Logan High in Union
City.

School administrators will distribute ASTPP tickets, and Alameda CTC and BART will track

usage and collect other data from students. Under the agreement, Alameda CTC will pay for
the ticket stock and printing costs of the ASTPP BART tickets.

While Alameda CTC is paying for printing costs and reimbursing BART 50% of each ticket

distributed, the use of the Orange BART ticket would be expanded to include student travel

during nights and weekends for activities unrelated to school sponsored events. This

expanded use is considered a fare change, subject to 213 vote by the BART Board.

The office of civil Rights (ocR) completed an equity analysis for BART's participation in

the ASTPP. The Analysis assessed whether minority and/or low-income youth will
experience disproportionately high and adverse impacts from their participation in this pilot
program. It was found that while regular youth fare riders, ages 13-18 are disproportionately



Affordable Student Transit Pass Pilot

minority and low-income when compared to BART's overall ridership, participating in the

ASTPP is considered a benefit because these populations will receive free hansportation due
to ACTC's subsidy of the BART fare.

On Tuesday, April 1 l, 2017, staffpresented this item to the combined Title WEnvironmental
Justice and Limited English Proficient (LEP) Advisory committees. Committee members
did not express any concem regarding BART's participation in the program and viewed
participation favorably.

FISCAL IMPACT:
BART will sell the ASTPP tickets to Alameda CTC ata 50% discount, Alameda CTC will
reimburse BART for ticket stock and printing costs. BART will initially print and code

10,000 ASTPP tickets with a face-value of $50. At a 50% discount this would equate to a

S250,000 cost to BART ($25 x 10,000), which is equivalent to the discount at which BART
sells Orange tickets to participating middle and high schools. BART will print additional
ASTPP tickets, if requested, and provide them to Alameda CTC at the same 50oZ

discounted rate.

ALTER]T{ATTVES:
Do not give the General Manager authority to execute the Affordable Student Transit Pass

Pilot Agreement with Alameda CTC. Alameda CTC would not include BART in the ASTPP
as a participating transit agency. This would result in Alameda CTC's not being able to
share important and enlightening student ridership data with BART, and BART would lose

this opportturity to cultivate new riders.

RECOMMENDATION:
Adoption of the following motion with 2/3 vote from the Board.

MOTION:
The General Manager is authorized to execute an agreement with Alameda CTC for BART
to participate in the Affordable Student Transit Pass Pilot for the 2017 ll8 and 2018119

school years.
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EXECUTIVE DECISION DOCUMENT

DISTRICT'S REVISED INVESTMENT POLICY

PURPOSE:

To adopt a revised Investrnent Policy of the San Francisco Bay Area Rapid Transit District.

DTSCUSSION:

The District most recently adopted an Invesbnent Policy in 2003' It is a best practice

guidance of the Govemment Finance Officers Association (GFOA) to review a public

lntity's invesfinent policy on an annual basis. Due to new regulations and guidelines from a

variety of regulatory entities, it is helpful to revise the District's Investment Policy to facilitate

the C;ntrofl;r-Treasurer's process oiinvesting BART's flrnds which aggregate $609.3

million as of December 31,2016.

The District's Investment Policy describes the parameters for investing certain funds and

identifies the investing objectivis, constraints on the investrnent portfolio, and how 
-the

investments will be managed and monitored. The policy formalizes the framework for the

District's investment activities that must be executed to ensure effective and judicious fiscal

and investment management of the District's firnds. The guidelines are intended to be broad

.io"gt to allow the Clontroller-Treasurer to frurction property within the par*:t f 9f
respo"nsibilrty and authority, yet specific enough to adequately safeguard the District's

investment assets.

The District,s Investment Policy is a communications tool for the public, the Board, and

Oirt i.t .tuf, and other stakehoiders on investment guidelines and priorities' The investment

policy demonstrates a commitment to the fiduciary care of the District's funds

tti
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DISTRICT'S REVISED INVESTMENT POLICY (cont.)

The investrnent policy should include:

1. Goveming Authority for investments

2. Scope of investrnent policy (e.g., what fund investments are guided by the Policy)

3. Investment Objectives for the District
4. The District's Reporting/Disclosure for Investrnents

5. Authorized lnvesfrnents
6. Investrnent Suitability for the District

The attached lnvestment Policy fulfiIls this requirement. It was prepared with the assistance

of the District's financial advisor.

FISCAL IMPACT:
No fiscal impact.

ALTERNATIVES:
If the Board does not adopt this Revised District Investment Policy, the District will use the

ctprent Investment Policy which is outdated and doesn't reflect the changes in the Califomia

Public Utilities Commission (CPUC) Sections

RECOMMENDATION:
That the Board adopt the Distict's Revised Investrnent Policy'

MOTION:

The Board adopts the following revised lnvestment Policy (attached)'



SAN FRANCISCO BAY AREA RAPID TRANSIT DISTRICT
STATEMENT OF INVESTMENT POLICY

SECTION l: INVESTMENT OBJECTIVES, SCOPE & SUITABILITY

The Controller-Treasurer of the District shall invest District funds in a manner that the Controller-
Treasurer deems prudent, suitable and advantageous under existing circumstances and in
accordance with the following objectives, in order of priority:

1 . Preservation of Capital - The investment portfolio should be structured to minimize the
probability of a loss of principal value through adequate diversification of investments
across a variety of security offerings, maturities, and financial institutions.

2. Liquidity- funds shall be invested only until date of anticipated need or for a lesser
period. The investment portfolio shall remain sufficiently liquid to meet all operating
requirements that may be reasonably anticipated. Furthermore, since all possible cash
demands cannot be anticipated, the portfolio should consist largely of securities with
active secondary or resale markets

3. Yield- generation of the best available retum on investment without compromise of the
first two objectives.

The District's investment policy shall also discourage the investment of funds in any institution or
business which conducts operations or invests funds in any country whose laws discriminate
against individuals based upon race, color or creed.

To the extent that District funds are invested pursuant to a Trust Agreement or other Security
Agreement, the provisions of such document will controlthe investment ofthe funds held
hereunder.

SECTION ll: GOVERNING AUTHORITY

The Controller-Treasurer may invest in Securities authorized by the Califomia Public Utilities
Code Sections 29'100 through 29103; California Government Code Sections 53601 , 5360'1 .1

and 53635 and Board Resolution 2697 with the following exception: the Controller-Treasurer
will not invest in financial or commodity futures, options contracts, medium-term corporate
notes, or mutualfunds unless specirically authorized by the Board. Should the provisions of
respective Codes become more restrictive than those contained herein, such provisions will be
consldered as immediately incorporated into this investment policy.

SECTION lll: AUTHORIZED INVESTMENTS

The Controller-Treasurer may invest in repurchase agreements and will accept as collateral only
securities ofthe U.S. government and U.S. governmental agencies which have a market value,
including accrued interest, equal to the amount of the repurchase agreement. The maturity
date of the collateral may, however, be later than that required by Objective 2 above.

1



The Controller-Treasurer may invest in reverse repurchase agreements with a maturity of 90
days or less.

The Controller-Treasurer may invest in "swaps" defined as, the simultaneous buying and selling
of a security of approximately the same maturity to increase yield, cash flow or to improve
quality.

ln addition to the securities authorized above, the Controller-Treasurer may invest in public time
deposits in financial institutions having at least one branch within the District boundaries.

The Controller-Treasurer will accept as collateral securities authorized by the California
Government Code Section 53651 (a) through (p) excluding subsection (m) promissory notes
secured by first mortgages and first trust deeds. The Controller-Treasurer will require 1 1O%
collateralization, less the portion authorized by California covernment Code Section 53653 on
public time deposits, except for San Francisco Federal Home Loan Bank Letters of Credit, in
which case the required collateralization will be 105o/o.

The Controller-Treasurer has the authority to waive the required collateralization and substitute
Federal Deposit lnsurance Corporation (FDIC) for the first 9250,000 of the investment.

The Controller-Treasurer will continue to seek minority depository institutions, as defined by the
Federal Government, for the placement of a portion ofthe District's funds.

The Controller-Treasurer may invest in money market mutual funds up to 20% of District funds
eligible to be invested under California Government Code 53601. The money market mutual
funds must carry a credit rating equalto or higherthan U.S. Treasury securities and their
portfolio must consist entirely of direct obligations of the U. S. Government, its agencies or
instrumentalities eligible, and repurchase agreements backed by such obligations.

The Controller-Treasurer may invest in the State of California LocalAgency lnvestment Fund as
authorized by California Government Code Sections 16429.1, 2, 3 & 4. up to 20% of District
funds eligible to be invested under California Government Code 53601.

The Controller-Treasurer may invest in United States dollar denominated senior unsecured
unsubordinated obligations issued or unconditionally guaranteed by the lnternational Bank for
Reconstruction and Development, lntemational Finance Corporation, or lnter-American
Development Bank as authorized by California Government Code Section 53601 (q) up to 30%
of District funds eligible to be invested under California Government Code 53601.

SECTION lV: REPORTING & ANNUAL REVIEW

The Controller-Treasurer shall report on the investments covered under this policy at least
quarterly to the Board.

The foregoing defines the Controller-Treasure/s investment policies for calendar year 2017 and
thereafter unless and until they are modified by the Controller-Treasurer. The Controller-
Treasurer shall review this policy annually and submit modifications to the Board when needed.

2



SAN FRANCISCO BAY AREA RAPID TRANSIT DISTRICT

INTER-OFFICE COMMUNICATION

TO: Finance, Budget and Bond Oversight Committee Date: May 9,2017

FROM: Controller-Treasurer

SUBJECT: Independent Auditor's Report on Audit of Federal Awards Under the OMB
Uniform Guidance for the Fiscal Year Ended June 30. 2016

Attached is the Independent Auditor's Report on Audit of Federal Awards Under the OMB
Uniform Guidance for the Fiscal Year Ended June 30, 2016 that will be presented to the
Committee at the May 16,2017 meeting as an information item.

Ifyou have any questions, please contact me at 510-464-607 0.

O/*ian"-'
; Rosemarie V. Poblete
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EXECUTIVE DECISION DOCUMENT

Independent Auditor's Report on Audit of Federal Awards under the OMB Uniform
Guidance for the Fiscal Year Ended June 30, 2016

PURPOSE:

This Executive Decision Document is for information only, to advise the District's Board of
Directors of the results of the independent audit performed to comply with the audit
requirements of the Oflice of Management and Budget (OMB) "Uniform Administrative
Requirement, Cost Principles and Audit Requirements; Final Rule" (Uniform Guidance), for
the lrscal year 2016 and of actions staffplans to undertake to address the deficiencies
reported.

DISCUSSION:

As a non-federal entity that expends $750,000 or more in federal awards in a year, the

District is required to obtain an annual audit in accordance with the audit requirements of
Title 2 U.S. Code of Federal Regulations Part200 of the OMB Uniform Guidance. The

Uniform Guidance requires a report on the following areas: a) intemal control over financial

reporting based on the audit of financial statements performed in accordance with
Govemment Audit Standards; and b) compliance for each maj or federal program and

intemal control over compliance. Such audits are required to provide reasonable assurance

that the awards received are being managed in compliance with laws, regulations, and the

provisions of contracts or grant agreements.

lt:'



Independent Auditor's Report on Audit of Federal Awards under the OMB Uniform cuidance for the Fisca (cont.)

The results of the auditor's report dated November 23, 2016 on internal control over
financial reporting was unqualified and did not disclosed any instances of noncompliance
that are required to be reported under Govemment Auditing Standards.

The auditor's March 16, 2077 report with regards to compliance for each major federal
program and on intemal control over compliance indicated a significant deficiency in the
implementation of the Labor Wage Requirements (also known as the Davis-Bacon Act - 40
USC Section 3141, et seq.), which requires pa),rnent of prevailing wages to all laborers and
mechanics employed by a contractor or subcontractor who work on conskuction contracts
in excess of$2,000 financed by federal funds. Contractors or subcontractors are required to
submit to the District weekly, for each week in which any contract work is performed, a

copy ofthe payroll and a statement of compliance (certified payroll records). In the event of
non-compliance by a contractor, the District is required to initiate timely corrective actions to
ensure compliance, such as sending timely follow-up requests to the contractor and
withholding pal,rnent until the certified payroll records (CPR) are received. The audit frrding
noted that the District failed to consistently veriff that contractors and subcontractors paid
its laborers and mechanics prevailing wage rates before approving payments to the
contractors. This creates a risk that federal funds may be paid to contractors who do not
comply with the Wage Rate requirements, which could lead to unallowable costs. This
exception is similar to the findings noted in Fiscal Years 2014 and 2015, although the number
of incidence for noncompliance in Fiscal Year 2016 was significantly smaller.

Since March 2015, the District has implemented several measures to address the compiiance
required by the Davis Bacon Act, which included the following:

. Inserted Office of Civil Rights in the electronic invoice approval process to ensure that
CPR are submitted prior to invoice approval.

. Boilerplate contract specifications language was amended to specif, that failure to
submit certified payroll records may delay progress payments

. Office of Civil Rights has conducted training workshops for BART staff and

contuactors on Davis-Bacon Act and Califomia Labor Code prevailing wage
requirements.

. Notifications are sent to prime and subcontractors when their CPR are overdue.
o Instituted a process to deny payment to the contractor if CPR are not received on a

timely basis.

To address shortcomings of the current process, the District will implement the following
additional measures to further strengthen the oversight in the submission of CPR:

o Require construction contractors to list work being billed for, per subcontractor on

each invoice.
. Require prime contractors to identiff all subcontractors working on a project during an

invoice period in the District's electronic palroll system.



Independent Auditor's Report on Audit ofFederal Awards under the OMB Uniform Guidance for the Fisca (cont.)

. Sign-in sheets will be required for all workers and prime contractors will be required to
collect the records from all subcontractors for submission to the District on a weekly
basis.

In addition to the above proposed updates, the District has also developed an electronic
CPR verification form that allows the ability to veriff all invoiced subcontactors are current
with the CPR submission in the District's electronic CPR system.

FISCAL IMPACT:
If the deficiency related to Labor Wage Requirements is not fully addressed, unallowable
costs could result since federal funds may be paid to contractors who do not comply with
the provisions of the Davis-Bacon Act.

ALTERNATTVES:
None.

ACTION
No action by the Board is required. As a recipient of federal awards,, the District is required
by the federal government to have its books and records audited annually in accordance with
the OMB Uniform Guidance.
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Independent Auditor's Report on Internal Control over

Financial Reporting and on Compliance and Other Matters
Based on an Audit of Financial Statements Performed in

Accordance with Government Auditing Standards

To the Board of Directors ofthe
San Francisco Bay Area Rapid Transit District

Oakland, Califomia

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Goyernment Auditing Standards
issued by the Comptroller General of the United States, the financial statements of the Enterprise Fund
and the Retiree Health Benefit Trust Fund of the San Francisco Bay Area Rapid Transit District (the
"District"), as of and for the year ended June 30, 2016, and the related notes to the frnancial statements,
which collectively comprise the District's basic financial statements, and have issued our report thereon
dated November 23. 2016.

Internal Control over Financirl Reporting

In planning and performing our audit of the financial statements, we considered the District's intemal
control over financial reporting (internal control) to determine the audit procedures that are appropriate in
the circumstances for the pupose of expressing our opinions on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the District's intemal control. Accordingly, we
do not express an opinion on the effectiveness ofthe District's intemal control.

A deficiency in internal control exisls when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination
of deficiencies, in internal control such that there is a reasonable possibility that a material misstatement
of the entity's financial statements will not be prevented, or detected and corrected on a timely basis. A
significant deficiency is a deficiency, or a combination of deficiencies, in intemal control that is less

severe thar a material weakness, yet important enough to merit attention by those charged with
govemance.

Our consideration of intemal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in intemal control that might be matenal
weaknesses or significant deficiencies and therefore, material weaknesses or significant deficiencies may
exist that were not identified. Given these limitations, during our audit we did not identifo any
deficiencies in intemal control that we consider to be material weaknesses. However, material weaknesses

may exist that have not been identified.

Compliance and other Matters

As part of obtaining reasonable assurance about whether the District's financial statements fie free from
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,

contracts and grart agreements, noncompliance with which could have a direct and material effect on the

determination of financial statement amounts. However, providing an opinion on compliance with those

provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The

results of our tests disclosed no instances of noncompliance or other matters that are required to be

reported under Governmenl Auditing Standards.

Macias Gini & Oconnell LLP

2121 N. Califomia Boulevard, suite750
walnul cre.l, CA 94595

www.mgocpa.com



Purpose ofthis Report

The purpose of this report is solely to describe the scope of our testing of intemal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the entity's intemal
control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the entity's internal control and compliance. Accordingly,
this communication is not suitable for any other purpose.

Pl.* 6* i O'c"o( P
Walnut Creek, Califomia
November 23,2016
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Indep€ndent Auditor's Report on Compliance for Each Major Federal Program;
Report on Internal Control over Compliance; and Report on

Schedule of Expenditures of Federal Awards Requir€d by the Uniform Guidance

To the Board of Directors ofthe
San Fra:rcisco Bay Area Rapid Transit District

Oakland, Califomia

Report on Compliance lor Each Major Federal Program

We have audited the San Francisco Bay Area Rapid Transit District's (the "District") compliance with the
types of compliance requirements described in the OMB Compliance Supplenenl that could have a direct
and material effect on each ofthe District's major federal progams for the year ended June 30, 2016. The
District's major federal programs are identified in the summary of auditor's results section of the
accompanying schedule offindings and questioned costs.

Management's Responsibility

Management is responsible for compliance with federal statutes, regulations, and the terms and conditions
of its federal awards applicable to its federal programs.

A u ditor's R e sp on s i bility

Our responsibility is to express an opinion on compliance for each of the District's major federal
progmms based on our audit of the types of compliance requirements referred to above. We conducted
our audit of compliance in accordance with auditing standards generally accepted in the United Slates of
America; the standards applicable to financial audits contained in Government Auditing Standards, issued
by the Comptroller General of the United States; and the audit requirements of Title 2 U.S. Code o/
Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards (Uniform Guidance). Those standards and the Uniform Guidance
require that w6 plan and perform the audit to obtain reasonable assurance about whether noncompliance
with the t)?es of compliance requirements referred to above that could have a direct and material effect
on a major federal program occurred. An audit includes examining, on a test basis, evidence about the
District's compliance with those requirements and performing such other procedures as we considered
necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major
federal program. However, our audit does not provide a legal determination ofthe District's compliance.

Opinion on Each Major Federal Program

In our opinion, the District complied, in all material respects, with the types of compliance requirements

referred to above that could have a direct and material effect on each of its major federal programs for the
year ended June 30, 2016.

Macias Gini & qconnell LLP

21 21 N. California Eoulevard, sulte 7s0
Walnut Cre€k. cA 94596

www.mSocpa.com



Report on Internal Control over Compliance

Management of the District is responsible for establishing and maintaining effective intemal control over
compliance with the types of compliance requirements referred to above. In planning and performing our
audit of compliance, we considered the District's intemal control over compliance with the ffpes of
requirements that could have a direct and material effect on each major federal program to determine the
auditing procedures that are appropriate in the circumstances for the purpose of expressing an opinion on
compliance for each major federal program and to test and report on intemal control over compliance in
accordance with the Uniform Guidance, but not for the pu4)ose of expressing an opinion on the
effectiveness of intemal control over compliance. Accordingly, we do not express an opinion on the
effectiveness ofthe District's intemal control over complialce.

A dejiciency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliarce requirement of a
federal program on a timely basis. A material weakness in internal control oyer compliance is a
deficiency, or combination of deficiencies, in intemal control over compliance, such that there is a
reasonable possibility that material noncompliance with a type of compliance requirement of a federal
program will not be prevented, or detected and corrected, on a timely basis. A significant deficiency in
internal control over complinnce is a deficiency, or a combination of deficiencies, in internal control over
compliance with a tlpe of compliance requirement of a federal program that is less severe than a material
weakness in intemal control over compliance, yet important enough to merit attention by those charged
with govemance.

Our consideration of internal control over compliance was for the limited purpose described in the first
palagxaph of this section and was not designed to identiff all deficiencies in internal control over
compliance that might be material weaknesses or significant deficiencies, and therefore, material
weaknesses or significant deficiencies may exist that were not identified. We did not identi$r any
deficiencies in intemal control over compliance that we consider to be material weaknesses. However, we
identified a deficiency in internal control over compliance, as described in the accompanying schedule of
findings and questioned costs as item 2016-001, that we consider to be a significant deficiency.

The Disrict's response to the intemal control over compliance finding identified in our audit is described
in the accompanying schedule of findings and questioned costs. The District's response was not
subjected to the auditing procedures applied in the audit of compliance and, accordingly, we express no
opinion on the response.

The purpose of this report on intemal control over compliance is solely to describe the scope of our
testing of intemal control over compliance and the results of that testing based on the requirements of the
Uniform Guidance. Accordingly, this report is not suitable for any other purpose.

Report on Schedule of Expenditures ofFederal Awards Required by the Uniform Guidance

We have audited the financial statements of the District, as of and for the year ended June 30, 2016, and
the related notes to the financial statements, which collectively comprise the District's basic financial
statements. We issued our report thereon dated November 23,2016, which contained an unmodified
opinion on those financial statements.
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Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the basic financial statements. The accompanying schedule ofexpenditures of federal awards is
presented for purposes of additional analysis as required by the Uniform Guidance and is not a required
part of the basic financial statements. Such information is the responsibility of management and was
derived from and relates directly to the underlying accounting and other records used to prepare the basic
financial statements. The information has been subjected to the auditing procedures applied in the audit of
the financial statements ard certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the basic financial
statements or to the basic financial statements themselves, and other additional procedures in accordance
with auditing standards generally accepted in the United States of America. In our opinion, the schedule
of expenditures of federal awards is fairly stated in all material respects in relation to the basic financial
statements as a whole.

M^* 6* i C'cooll@
Walnut Creek, California
March 16,2017



SAN FRANCISCO BAY AR.EA RAPID TRANSIT DISTRJCT
Schedule of Expenditures ofFederal Awards

For lhe year .nded June 30, 201 6
(dollar amou s in ihouseds)

Proer!m Description

Grant Total
CFDA Approv.l Approvcd

Ntrmber Drte Budget

Awards Awrrdi
Erpend€d Erpended
Prlor to Duritrg

asofJutr€30.2016

$3
1073

fiscal Yerr Fhc.l Yelr f,xpended Received Re..ivrble

U.S. Departmeri of Justi.c:
Fedeml Bueau of InvesnAation

Sm Frmcisco Joint TeEorism T6k Fo@ FY 16

Total U.S. Departmmt ofJNtice

U.S. Dep.rtD.lt of Tr.mportrtior:
Fedeml TMsit Administratio (FTA)
Fedml TmsitCluster

Fed€ral Transil_Capital Investmeni Granb (Sedion 5309):
Di@t prcaEms:

cA-03-0729-01
cA-05-021I
cA-05-0216
cA-05-0248-00
cA-05-0253
cA-o5-0263-00
ca-04-0212-m

Pass Thmugh - Union City, Terminaylnlermodal Bus Station
cA-04-015 I -00
cA-04-0046
cA-04--0169-00

Total F€deial Tmsit_Capital Invesrment G.ants

20.500

20.507

03/t0/05
ogn4t06
07t16/0'1

09t2|10
09/16/t 1

09/2yt2
ot106lt4

02/26/tO
09/t1to?
061027L0

21,373
36,106

48,055
45,630

36,399
5,173

1.199

3,232

17,099
28,885
40,268
18,444
36,504
29,1t9
4,t18

959
2,546

867

13.206
28.104

16.873
26.334
20.839
16,077

9',70

820
2,586

867

462
781

r0,884
11,663

8,752
79

t19

r3,668
28,885
40.268
37,2t8
32,502
24,829

1,049

959
2,586

867

t3,536
28,096
40,054

32,823
27,991
22,052

9',to

246,586 198,869 146.676 36,155

o7t26t04,sto$10$-$10
l0 l0 - l0

(b)

132
789
214

4,395
4,505
2,711

79

I09
,:,

r82,E3l 169,689 13,t42

li50

1..444

867

F.deml Tmnsir_Formula Gmn s (Se€tion 5107):
Dnect proSr.msl

CA.gO-YI I I

cA-90-Y216 O)
cA-90-Y270
cA-90-Y339
cA-90-Y541
cA-05-0224
cA-04-oo4l
cA-05-0236
cA-04-0126
cA-90-Y604
CA-90.0689
cA-95-X095-00
cA-90-Y694-00
cA-90-Y833-00
cA-95-Xt45-00
cA-90-Y873-00
cA-90-Y94600

(b) Cmt 96 closed dulitrg the fiscal 
'ed(d) Amouol prcvidcd io subrecipiont is $191

(e) Amout provid.d to subrecipiot is $207

09t23/02
o8/0't/03
09/24/02
o7t25to5
o7t27to'1

09/oz/oa
09/17/Oa
oEtz6to9
09/o9t09
08/05/08
o5l2/oa
oa/24109
08t26/09

09124/10

09t2al
@122/1t
09t21/12

52,O32

12,193
74,t75
43,704
57,412
62.t44
10,854

67.620

3.95t
33,575

1.096

31,157
t2,708
14,507
E,t9l

67.615
88.561

43,924
9,',]54

61,614

45,930

49.7 t5
E,683

54,096
3,161

26,E60
t\'77

27,543
lo,l67
I 1,606

7,253
54,092
70,849

43.893

9,740
60,1l6
24.934

10,588
l5,9El
6,686

43,953
2,587

18,954

649
z'1,t38
7,)6t
616t
3,242

40,819
629U

35

t4
t,498
4,060
1,2r5

11,367
343 (d)

9,441
(79\

5,A42
210

6

573
1,858

1,308 (e)

5,390
5.130

43,928

9,754
61,614
28,994

31,803
49,348

7.029

2,508
24,',]95

859
27,t44

'7,734

8,319
4,550

46,209
68,u4

43,E89

61,578

30,413
47,t72

7.014

51,865
2,5A7

22.1124

668
27,t38
7,522
?,983
4,313

45,706
64,81I

39

I,669
1,390

2.\76
l5

1,529

(7e)

t,972
l9l

6
212
336
237

503

3,303

The accompanyinS nores re an inlegnl part oflhis $henub.
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SAN FRANCISCO AAY AREA RAPID TR,{NSIT DISTRICT
Schedul€ of Exp€nditur€s of Fed€ral Awards

For the year ended Jue 30. 2016
(dollar amouols in lhouwds)

Crant Totd
CFDA Appmvol Approved

rs ofJrne 30.2016

Number [rste Budget Crent riscrl Y.sr Fis.al Ye.r Erpended Re(eived R.(eirrbt.

Aw.rds Awrds
Approved Erp.Dded Elp.Dded
Feder.l Prior to Durlng

DiEt prcsrdns (conlinued):
cA-90-2079-00
cA-90-x23G00
cA-95-X271-00
cA-90-21?',?-OO
cA-95-X301-00
cA-90-22'16-00

Pass Throud - Urion City. TeminaUlniemodal Bus Slation
cA-95-X048

Total Fedeml Transil_Formula GBrts

Siai€ ofGood Repair GBnts ProSnm (section 5337)

cA-54{007
cA-54-0023
cA-54-0041-00

Tolal Slalc of G@d Rcpair G61s Prcgnm

Tor,al Federal Transit Clusrer

Public Ttaosponanon Research, Te.hnical Assisranc€, and Tminins (Sectior
51t21:

cA-64-?00I -00

New Frccdom Prcgam (S(tioD t3 I 7):
cA-57-X075

Federal Highway Administratior (FHWA)
Highway PlaminS ud Constructior

Passed Thrcu8h - State ofcalifomia Depanment of TmsponadoD
Seismic R€t olit

Project #6000 (025)-04-924309L (b)G)
Project #fl00 (043|0+925620 (b)
Project #6100 (060)0414Ctr0549L-N

STPLZ-6000 (058)0414000402L-N
Tolal Passed Through Statc of Califomia Departmdl of Tmportation

Passed Through - San F.ancisco County Transpo.tation Authority
TEvel Smart Re*ards - Agre€mert 15116-07 G)

Tolal Highway Planning and Consbuction

cret w3 closed during the fi$al year

ov14/t4
02/07/t4
0E/05n4
08/26/14
09125/t5
09ntt5

04t30t09

20,894 $

56,915
7,188

12.839
12,338
4,5O2

t6,715 S

50,440
6,391

to.27t
6.591

3.602

1,826

12.401 $

I1.815
543

7.2-79

I.826

6t.052
76,893

13,145 $ 487

20,189 3,77 t
3,408 210
7.317 69
2,857 92
t,346

6t.491
76,890

l6l
s80

t,23t $ 13,632 $
12,t44 23,960
3,0?5 3,618
107 '.7.386

2,949 2.949
t,346 1,346

(a)
(a)

(b.)

155216 6t7945 45rJr ? r,06r
r,826 1,826

510,814 512,650 18,164

ll/13/t3
oa/05/14
09t25/15

lll,l60
140,585

95,861

r05,088
112,468

16,69t

3.743

46,600

'713

l6l-----ET

64,795
77,081

1,298
t97

(a)

367,808 214247 137945 505'
1,374.690 l,t 11,061 744.3',72 15'.7,755

09/18/15 l-500 750

01127/10 30.242 t9,844 19.844
o6lu/12 ?3.735 4,565 4.565
05n5n5 18,738 3,016 2l l0
05/15/15 16926 3,696 I I 703

46,600 46,673 (73)
188,482 185,060 3,422

902,127 867,399 34,728

20.514

20.52t

t5215225516004l16t)2

20.205

89.641 3l,121

19,844 19,844

4.565 4,565
3l 17 t4

25,154 24,435 ',719

09/15/15

24.411

.{06 325
q0.rr4? -------ria- ,4.44 25,115 2,1,415

l6l

(a)
(b)
(c)

Thc &compdyinS notes are an inlcgmlpart ofthis $hedule.

Progrlm D.s.ription
U.S. Dcpirtment of Trlrsport.tion (continucd):



SAN FRANCISCO BAY AREA RAPID TRANSIT DISTRICT
Schedule of Expenditures of Federal Awards

For the year ended June 30, 2016
(dollar amounts in thousands)

Program Description

Federal Federal
Awards Awards

Expended Expended
Prior to During

Fiscal Year Fiscal Year

Federal Share
as ofJune 30.2016Grant

CFDA Approval
Number Drte

Total
Approved

Budget

Approved
Federal
Grant

U.S. Deprrtment of Tnnsportrtion (continued):

Metropolitan Tmnsportation Plaming and State and Non-Metropolitan
Planning md Research:

Passed Through - Metropolitan Tmnsportation Commission

Agreement 74A0769

Passed Through - State of Califomia Department of Tmsportation
Agrement 7440847

Total Metropolitan Transportation Plming and State and Non-
Metropolitan Plming and Research

Total U.S. Department of Transportation

U.S. Department of Homeland Security:
Rail and Trmsit Security Grant Program

Direct Progms:
EMW-201 l-RA-K00039-S0l
EMW-20 I 3-RA-00004-S0 I
EMW-2014-R-0001 l-s0l
EMW-201 5-R-000022
HSTSO2l0HCAN625 - Fiscal Year 2014

HSTSO2l 5HNCP406 - Fiscal Year 20'l 5

FY20l6 HSTS02-16-H-NCP406 - Year I

Total Rail and Transit Security Gmnt Program

Total U.S. Department of Homeland Security

TOTAL Ff,,DERAL GRANTS

(a) New fedeml awrd
@) Grant was closed during the fiscal year

20.505

97.075

03lt9lt4

05lyl5

to/071|L
09/06/13
09t09/L4
08t27/Ls
nt20^4
05l1zlt5
03lt8lt6

410 $

4s0

860

238 $ 2t6 $ 2t

--------------i- 49

216 70

Expended Received Receivable

23',7 $ 237 $

49-

286 237 49538

1,467,457 1,144,050 769,181 158,699 927,880 892,223 3s,657

(b) 20,780
12,890
17,412
I,630

5l
202
202

20,780
l 2,890
t7,4t2

1,630

5l
202

4,920
1,555

5l
164

I 5,860
3,872

505

38

20,780
5,427

505

5l
202

20,780
2,868

343

5l
202

z,isg

162(a)

o)
(b)
(a) 202 _ 67 6'7 67

53,167 53,167 6,690 20,342

53,167 53,167 6,690 ?.0,342

$ 1,s20.634 $ r.197,227 $ 77s,87t S 179,051

27,032 24,244 2,788

27,032 24,244 2,788

s 9s4.922 S 9t6.474 $ 3n.448

The accompanying notes are an integral part ofthis schedule.



SAN FRANCISCO BAY AREA RAPID TRANSIT DISTRICT
Notes to the Schedule of Expenditures of Federal Awards

For the Year Ended June 30, 2016

Note 1. General

The accompanying schedule of expenditures of federal awards presents the activity of all federally funded
programs of the San Francisco Bay Area Rapid Transit District (the "District"). The reporting entity is
defined in Note I in the District's basic financial statements.

Note 2. Basis of Accounting

The accompanying schedule of expenditures of federal awards is presented using the accrual basis of
accounting as described in Note I in the District's basic financial statements.

Note 3. Grants from Government Agencies

The District receives grants from the Federal Transit Administration ("FTA") and other agencies of the
U.S. Department of Transportation, U.S. Department of Homeland Security, State of Califomia, and local
transportation funds for the acquisition of transit-related assets, equipment, improvements and
reimbursement of certain transit related expenses.

Note 4. Relationship to the Financial Statements

Expenditures of federal awards are reported in the District's basic financial statements as capital assets for
capital expenditures and operating expenses for certain transit expenses.

Note 5. Indirect Costs

The District did not elect to use the l0o/o de minimis cost rate as covered in 2 CFR Section 200.414
lndirect (F&A) costs.

Note 6. Correction of CFDA Numbers

The accompanying schedule of expenditures of federal awards includes a correction in previously
reported CFDA number 97.039, with grant identification of EMW-2011-RA-K00039-S0I (grant), to
CFDA number 97.075 Rail and Transit Security Grant Program. This grant has been previously reported
in the following fiscal years:

Federal award expended (in thousands):

Previously Reported Corrected
CFDANo. CFDANo. CFDANo.
97.039 97.075 97.075

For the year ended June 30, 2015 S 2,585 $ 7,786 $ 10,371

For tlre year ended June 30, 2014 1,278 13,786 15,064
For the year ended June 30, 2013 1,057 16,632 17,689
TotalFederalawardexpended$4,920$38,204$43,124
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SAN FRANCISCO BAY AREA RAPID TRANSIT DISTRICT
Schedule ofFindings and Questioned Costs

For the Year Ended June 30, 2016

Section I - Summrry of Auditor's Results

Finqncial Statements :

Type ofauditor's report issued: Unmodified

Intemal control over financial reporting:
. Material weaknesses identified? No
. Significant deficiencies identified that are

not considered to be material weaknesses? None reported

Noncompliance material to the financial statements noted? No

Federal Awards:

Tlpe of auditor's report issued on compliance with major
programs: Unmodified

Intemal control over major programs:
. Material weaknesses identified? No
. Sipificant deficiencies identified that are

not considered to be material weaknesses? Yes

Aly audit findings required to be reported in accordance
with 2 CFR 200.516(a)? Yes

Major programs:

CFDANumber Federal Program
U.S. Department of Transportation -
Federal Transit Cluster:

20.500 Federal Transit Capital Investment Grants
20.507 Federal Transit Formula Grants
20.525 State of Good Rlpair Grants Program

97.075 Rail and Transit Security Grant Program

Dollar threshold used to distinguish between
Type A and Type B programs $3,000,000

Auditee qualifies as a low-risk auditee? Yes

Section II -Financial Statement Findings

None
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SAN FRANCISCO BAY AREA RAPID TRANSIT DISTRICT
Schedule ofFindings and Questioned Costs

For the Year Ended June 30,2016

Section III - Federal Award Findings and Questioned Costs

Finding 2016-001 Wage Rate Requirements (also known as the Davis-Bacon Act)
(Significant Deliciency in Internal Control Over Compliance)

Pro gram I dentitication :

Federal Agency:
Federal Program Title:
Federal Catalog Number:
Passed Through:
Award Number:
Award Year:

Criteria

U.S. Department of Transportation
Federal Transit Cluster
20.500, 20.507 and 20,525
N/A
CA-90-Y604 and CA-95-X145-00
2008 and 201 I

TITLE 29: LABOR PART 5-STANDARDS PROVISIONS APPLICABLE TO CONTRACTS
COVERING FEDERALLY FINANCED AND ASSISTED CONSTRUCTION (ALSO LABOR
STANDARDS PROVISIONS APPLICABLE TO NONCONSTRUCTION CONTRACTS SUBJECT TO
THE CONTRACT WORK HOURS AND SAIETY STANDARDS ACT), Subpart A Davis-Bacon and
Related Acts Provisions and Procedures, $5.5 Contract provisions and related matters.

(a) The agency head shall cause or require the contracting officer to insert in full in any contract in excess
of$2,000 which is entered into for the actual construction, alteration and,/or repair, including painting and
decorating, of a public building or public work, or building or work financed in whole or in part fiom
federal firnds or in accordance with guarantees of a Federal agency or financed from funds obtained by
pledge of any contract of a Federal agency to make a loan, grant or annual contribution (except where a
different meaning is expressly indicated), and which is subject to the labor standards provisions of any of
the acts listed in $5.1, the following clauses (or any modifications thereof to meet the particular needs of
the agency, provided, that such modifications are first approved by the Department ofLabor):

(l) Minimum wages. (i) All laborers and mechanics employed or working upon the site of the work (or
under the United States Housing Act of 1937 or under the Housing Act of 1949 in the construction or
development ofthe project), will be paid unconditionally and not less often than once a week, and without
subsequent deduction or rebate on any account (except such payroll deductions as are permitted by
regulations issued by the Secretary ofLabor under the Copeland Act (29 CFR part 3)), the full amount of
wages and bona fide fringe benefits (or cash equivalents thereofl due at time of payment computed at
rates not less than those contained in the wage determination of the Secretary of Labor which is attached
hereto and made a part hereof, regardless of any contractual relationship which may be alleged to exist
between the contractor and such laborers and mechanics.

(ii) (A) The contractor shall submit weekly for each week in which any contract work is performed a copy
of all payrolls Io lhe agency that is a party to the contract, but if the agency is not such a party, the
contractor will submit the payrolls to the applicant, sponsor, or owner, as the case may be, for
transmission to the agency. The payrolls submitted shall set out accurately and completely all of the
information required to be maintained under 29 CFR 5.5(a)(3)(i), except that full social security numbers
and home addresses shall not be included on weekly transmittals. Instead the payrolls shall only need to
include an individually identifuing number for each employee (e.g., the last four digits ofthe employee's
social.security number).
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SAN FRANCISCO BAY AREA RAPID TRANSIT DISTRICT
Schedule ofFindings and Questioned Costs

For the Year Ended June 30,2016

Condition Identified and Context

The District's contractors submitted approximately 600 weekly certified payrolls for the construction
period July 1, 2015 through June 30, 2016. We selected a statistically valid sample of forty certified
payrolls and noted that the District did not perform timely follow-up of overdue certified payroll reports
with the prime contractors for twenty-eight certified payrolls. Of the twenty-eight certified payrolls, the
District appropriately withheld payments to the contractor until after receipt of the payrolls for twenty-
two of the items tested. However, the Dist ct did not receive the required certified payroll reports prior
to the District's project managers' instruction to disburse payments to the prime contractors for the other
six items. This condition is similar to comment
June 30, 2015.

Questioned Costs

None.

Effect

number 2015-001 reported in the year ended

The District's Offrce of Civil Rights (OCR), who is responsible for overseeing compliance with the Wage
Rate requirements, did not consistently verif that contractors and subcontractors paid its laborers and
mechanics prevailing wage rates before approving payments to the conhactors. There is a risk that
federal funds may be paid to contractors who do not comply with the Wage Rate requirements, which
may result in unallowable costs.

Cause of Condition

The District makes monthly payments to its contractors. Although contractors are required to submit
certified palrolls weekly, the contractors did not consistently comply with the required timeframe.

Recommendation

During fiscal year, the District updated its contract specifications and intemal procedures to specifu the
submission of certified payrolls before progress payments are requested. The procedures are designed to
ensure that certified payroll reports are received before disbursements are processed to the contractors.
We recommend the District continue to evaluate the effectiveness of its current intemal control policies to
ensue that payments are not disbursed until certified payrolls are received.

Management Response

The District acknowledges that it paid one subcontractor prior to collecting certified payroll records
(cPR).

In response to the FY20l5 Single Audit, the District instituted process changes to ensure the collection of
CPR prior to making payments. Under the new process, contractors and subcontractors are not paid if
their CPR are not submitted on a timely basis. The Resident Engineer (RE) must submit a CPR
Verification Form to OCR which lists all contractors whose payments are included in an invoice and the
status of each contractor's CPR submissions. If a contractor has not submitted its CPR, OCR works with
the RE to correct the deficiency by obtaining the CPR, or the prime contractor may choose to remove the
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SAN FRANCISCO BAY AREA RAPID TRANSIT DISTRICT
Schedule ofFindings and Questioned Costs

For the Year Ended June 30. 2016

invoice of the delinquent subcontractor(s) from the full invoice. Failing these remedies, OCR denies
payment to the contactor.

During the audit period in question, a subcontractor worked on a project but did not submit CPR and was
not included on the CPR Verification Forms because the RE mistakenly identified the sole employee of
the violating subcontractor to be an employee of the prime contractor. When the invoice and CPR
Verification Form were reviewed, it appeared that all contractors submitted CPR and the payment was
subsequently approved. The subcontractor eventually submitted all overdue CPR and is now current with
its CPR submissions.

Processes implemented in response to previous Single Audit findings have been effective in ensuring the
collection of CPR prior to invoice payment. To ensure proper oversight ofthe timely submission ofCPR,
the District will implement the following additional corective actions:

l) Invoices Including Subcontractors: The District will require all construction contmctors to list all
work being billed for, per subcontractor, on each invoice. This measure will prevent
subcontractors fiom working on projects without submitting CPR ard ensure that invoices are
paid after all CPR are submitted.

2) Electronic CPR Verification: Prime contractors will be required to identiS, all subcontractors
working on a project during an invoice period in the District's electronic payroll system. Further,
the District has developed an electronic version of the CPR Verification Form that verifies all
invoiced subcontractors are current with their CPR submission in the District's elechonic CPR
system.

Sign-in Sheets: All contractors will be required to collect a standard contemporaneous record,
signed by each worker that includes the worker's name, employer, crafl/classification, start and
end time, breaks, and work activities performed. Further, prime contractors will be required to
collect the records from all subcontractors and submit those weekly to the District.

Labor Compliance Staffrng: The District hired a Labor Compliance Manager in August 2015, and
created a separate unit dedicated to labor compliance. Currently staffed with five employees, the
unit will be fully staffed with seven employees by the end of FYl7. The increased staffing will
allow for more checks and balances through increased site visits and worker interviews to verifr
information on CPR and ensure that workers are paid prevailing wages.

3)

4)
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SAN FRANCISCO BAY AREA RAPID TRANSIT DISTRICT
Summary Schedule of Prior Year Findings and Questioned Costs

For the Year Ended June 30, 2016

Comment Summary Status

# 2015-001 Wage Rate Requirement In progress: See Finding
(also known as Davis-Bacon Act) 2016-001
(Significant Deficiency in Internal Control Over
Compliance)
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SAN FRANCISCO BAY AREA RAPID TRANSIT DISTRICT

MEMORANDUM

TO: Finance, Budget, and Bond Oversight Committee DATE: May 12.2017

FROM: Carter Mau, AGM Administration and Budgets

SUBJECT: Fiscal Year 2017-18 Preliminary Budget

The Fiscal Year 20118 Preliminary budget will be discussed as an informational item at the

Finance, Budget, and Bond Oversight Committee meeting of May 16,2017. At the meeting, staff

will follow up on questions asked by the committee members at the April 18,201'7 committee

meeting, and ifpossible, provide responses to questions from the May 11 Board of Directors

meeting. The following are questions and comments received at the April Standing committee

meeting:

o Information on $6M of STA capital funding, including details on spending it in operating

versus capital, and confidence in the accuracy of the estimates?

SBl provides for new formula-based funding sources for public transit. Increases to the

existing diesel sales tax rate will augment the current STA program, with an expected a

statewide increase of approximately $250M annually, or $i67M for a partial year in
FYl8. Another $105M annually is anticipated from a new Transportation Improvement

Fee and will be distributed according to the STA formula. According to language in SB1,

this new component is generally limited to improvements focused on modemizing transit

vehicles and facilities and can be spent on the following:

1) Transit capital projects or services to maintain or repair a transit operator's

existing transit vehicle fleet or existing transit facilities, including rehabilitation or

modemization of existing vehicles or facilities;

2) The design, acquisition, and construction of new vehicles or facilities that

improve existing transit services; and

3) Transit services that compiement local efforts for repair and improvement of local

transportation infrastructure.

BART's initial estimate of $l0M for operating and $6M for capital STA funding was

provided by the Metropolitan Transpotation Commission (MTC) in early April. A more

detailed estimate was provided by MTC on May 9, with $9,947,101 projected for
operating and $6,266,680 for capital, for a total of $ 16,213,781 in FYl8. The transit
operator shares are cunently based on FYl5 revenue-based STA factors. Actual funding



amounts should be expected to change, based upon updated revenue-based STA factors

and actual diesel tax revenues and Transportation Improvement Fees in FYl8.

o Information on the filled headcount table through FY17 combined with FY18 preliminary

budget headcount numbers

Please see attached. Note an arithmetical error was discovered in previous information

sent to the board, and the attached information is conected.

o Review medium and long range financial plans. How do we start to get a handle on the

challenges ahead? What are strategies for generating revenue, improving efficiencies,
growing ridership and addressing retiree medical and pension liabilities.

The District is preparing to perform medium and long term revenue assessments for its

telecommunications, parking, advertising, and real estate programs. The assessments will
be performed over the next 6-9 months and brought back to the Finance, Budget and

Bond oversight committee for discussion. In addition, the District will be updating its

Short Range Transit Plan (SRTP) to incorporate new information about both revenues

and expenses. In combination with the revenue assessments, the District can produce a

medium and long range financial outlook and determine the strategies and policy changes

necessary to address its financial situation.

o Additional information on the $4M in Low Carbon Fuel Standards funding. When will a

policy be developed?

The Low Carbon Fuel Standards (LCFS) funding is provided through a state program

which allows electric railroad operators such as BART to sell "credits" to producers of
higher-carbon-intensity fuels. Please see page 13 ofthe Preliminary Budget Memo for
additional information. Staff is preparing a proposal for the use ofthis funding and

anticipates bringing it to the Planning subcommittee in June 2017.

. Additional information on parking program modifrcations

As of May 12, the revised FY18 preliminary budget does not include any modifications
to the District's paid parking programs. Director Josefowitz and other board directors

have asked staffto analyze changes to the District's adopted parking policies. For
example, if the District were to modify the percentage ofspaces dedicated for reserved

parking beyond 40%, each additional 1% could generate approximately $150,000
annually. Another modification that was preliminarily analyzed was instituting a different
parking fee policy for West Bay station with parking. This change would generate



approximately $1 million annually. Staff will be available at the subcommittee meeting

for additional discussion.

Ifyou have any additional questions, please contact Carter Mau at 510-464-6194.

cc: Board Appointed Officers

Deputy General Manager

Executive Staff

3



Budgeted Positions - Vacant and Filled, by Operating/Capital, FY05 - Present

FYO5 FYO6 FYOT FYOS FY09 FYlO FYl1 FY12 FY13 FY14 FY15 FY16 FYLT* FYlg**
Budgeted - District 3,329.0 3,251.s 3,265.0 3,343.5 3,379.5

362.s

3,227.s 3,277.5 3,281.3 3,352.5 3,4L7.8 3,478.t 3,746.4 3,985.5 4,408.5
Vacant - District 233.5 200.s 245.0 381.0 315.0 3t2.0 330.0 326.3 333.4 302.1 446.0 s80.0

Total Filled - District 3,095.5 3,051.0 3,020.0 2,962.s 3,017.0 2,906.s 2,905.5 2,95L.2 3,026.2 3,084.4 3,L76.O 3,300.4 3,405.5

L5%% vacant - District 7% 6% 8% tt% llYo LOYo LOYo LO% to% lOYo 9% t2%
Budgeted - Operoting 3,014.5 2,946.5 2,997.0

190.2

3,061.5 j,065.5 2,858.1

217.8

2,820.5 2,858.1 2,9ji.2 2,985.4 3,044.4 j,221.6

324.0

3,240.8 3,s05.0
Vocont - Operoting 219.5 188.5 330.5 i00.1

2,765.s
236.8 253.0 264.9 261.4 250.5 312.2

Filled - Operoting 2,79s.0
7%

2,758.0 2,806.8 2,730.9 2,640.4 2,583.7 2,615.1 2,668.3 2,724.0 2,79i.9 2,897.7 2,928.6
% Vacant - Operotinq 6% 6% 77% 70% 8% 8% 9% 9% 9% 8% 70% 70%
Budgeted - Copitolt+* 314.5 305.0 268.0

s4.8
282.0 314.0 363.4

97.3

266.2

27%

397.0
75.2

321.8
79%

413.2

77.0

i36.1
79%

419.i
61.4

i57.9
75%

432.4 4ji.8
51.7

524.8 744.8

257.8

903.5
Vocont - Capital 14.0 12.0 50.4 62.5 72.0 122.1

402.7
23%

Filled - Capitol 300.5 29i.0 213.2 231.6 251.6
20%

i60.4 382.1

12%

477.0

36%96 Vocont - Copitol 4% 4% 20% 78% 77%
Doto retrieved from yeor-end (lune) lobor stats reports

'As of 3/1/2077
ttincludes post-prelim service addbocks (operoting). Copitol HC is o droft ond subject to chonge prior to odoption. No vocont/fitled doto ovoilobte for FY78.
+ + | i ncl udes copital o n d re i mb urseoble positions


