ABAG FINANCE AND PERSONNEL COMMITTEE

Thursday, March 21, 2013
ABAG Conference Room B
MetroCenter—8™ and Oak Streets
Oakland, CA

Recommendation™**

Call to Order

Public Comments

Information

Election of Committee Chair and Vice-Chair
Potential Appointment of Representative to
Administrative Committee

Action

4.*

Minutes of January 17,2013 Meeting

Action

5.%

Financial Reports - ABAG
The December 2012 and January 2013 Financial reports
will be presented and reviewed.

Action

6.*

Potential Financial Impacts of Affordable Care Act on
ABAG

Staff will provide an oral report on the potential impacts.
The PowerPoint presentation on this subject is attached.

Information

7.%

Allocation of Funds received from Class-Action
Settlement

Staff requests Committee approval to receive and distribute
funds received from two class action settlements.

Action

THE FOLLOWING ITEMS WILL BE DISCUSSED IN
CLOSED SESSION PURSUANT TO THE

REQUIREMENTS OF THE RALPH M. BROWN ACT.

Public Employee Performance Evaluation
Title: Executive Director

Action/Information

Adjournment

Action

Attachments enclosed with packet.

* 3k

Supporting documentation will be sent under separate cover.

% ok ok

The Committee may take action on any item on the agenda,
which action may be the recommended action, any other
action or no action.
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ABAG FINANCE AND PERSONNEL COMMITTEE

Summary Minutes

January 17, 2013

Members Present

Supervisor John Gioia, Interim Chair
Supervisor David Cortese
Supervisor Scott Haggerty
Supervisor Mark Luce

Mayor Julia Pierce

Supervisor David Rabbitt

Members Absent
None

Officers and Staff Present

Ezra Rapport, Executive Director

Patricia Jones, Assistant Executive Director
Kenneth Moy, Legal Counsel

Herbert Pike, Finance Director

Clarke Howatt, Financial Services Director
Susan Hsieh, Assistant Finance Director
Vice Mayor David E. Hudson

Fred Castro, Clerk of the Board

Jurisdiction

County of Contra Costa
County of Santa Clara
County of Alameda
County of Napa

City of Clayton

County of Sonoma

City of San Ramon

1. The meeting was called to order by Supervisor Luce, President of ABAG at 5:08 pm.

Because the Chair and Vice-Chair are no longer members of the Board, and four new

members will be joining the Committee at the next meeting, it was agreed Supervisor
Gioia would act as interim Chair until elections are held at the next meeting.

2. There were no public comments.

3. Summary Minutes of the November 15, 2012 meeting were approved.

/M/Haggerty/S/Cortese/C/approved.

4. Pike provided an overview of the Financial Reports for the months of October and
November, 2012. /M/Haggerty/S/Luce/C/approved.

m
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Staff presented the Proposed Work Program, Budget and Membership Dues for FY
2013-14. A review of the impacts of the Affordable Care Act on future health care act
on projected health care costs and related taxation of medical benefits was requested
for the next meeting. /M/Rabbitt/S/Luce/C/recommending the Executive Board to
accept and forward to the General Assembly.

Castro reported on new procedures being proposed to ensure more timely compliance
with filing of FPPC Form 700 all designated elected officials and staff.

Closed Session. No reportable action.

Meeting adjourned.
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TO:  Finance and Personnel Committee DT:  February 10, 2013

FM: Herbert Pike, Finance Director Re:  Financial Reports
--December 2012

The following are highlights of the financial reports for December 2012.

Overall Summary (Figures 3. 4,7 & 8)

December 2012 represents the sixth month of the new fiscal year, the half-way point. The most
significant issue has been the increase in outstanding receivables reaching over $7.5 million as of
the end of November. Rececivables were reduced by $945 thousand during the month of
December, but they still remain some $1.85 million higher than the prior year. Accounting
remains committed to further reducing receivables and is taking all measures possible to issuing
invoices and following up on delinquent accounts as quickly as possible. This should result in a
continued decline in overall receivables over the next several months. In addition, some new
project-funded staff is being hired that should result in more overhead recovery for ABAG.
Major new projects, most notably BayREN, should require resources to be diverted from
overhead expense to project funding which should further reduce the net overhead rate for the
Agency. There is also an on-going review to determine if certain charges absorbed as Agency
expense might more properly be expensed to indirect overhead which would improve the
Agency’s equity position.

Cash on Hand (Figure 1)

Cash on hand increased to $2.14 million as of December 31st from $2.06 million on November
30th. The increase of $73 thousand is attributed primarily to the reduction in receivables. The
December balance includes approximately $1.37 million invested in the Local Agency
Investment Fund (LAIF). Currently, ABAG does not hold any other investments. The December
31st cash balance is approximately $754 thousand less than the prior year. This is attributable to
a high amount in receivables and a drop in general fund equity, the latter reflecting unrealized
overhead recovery and some unanticipated personnel costs.

Receivables (Figure 2)

Receivables from grant and service programs amounted to about $6.56 million on December
31st, a decrease of $945 thousand from the month prior. While the trend of increasing
receivables was reversed, the total is still too high being some $1.85 million higher than a year
prior. There are a multitude of contributing factors, including belated billing in previous months,
higher grant volume, more complex reporting requirements necessitated by higher accountability
standards and slowed reimbursements from the state and federal grantors. Accounting is
committed in its endeavors to approach prior year receivables standards by increased monitoring
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and more timely follow up on delinquent receivables and by constantly striving for more timely
invoicing.

Actual vs. Budgeted Expenses (Figure 9)

Total expenses through December 31st, the sixth month of the new fiscal year, amounted to
about $13.09 million, or 53.9 percent, of the adjusted, budgeted annual expense of $24.30
million for FY 2012-13. This appears to reflect the frenzy of activity that accompanied the
ending of several major projects. It exceeds the 50.0 percent (six-twelfths) average and is
opposite the normal trend where there is usually a slight lag in the onset of new expenses in the
new fiscal year. One particular accelerating expense is the closing of the project where Trash
Capture Devices in numerous jurisdictions within the region receive grant subsidies for their
installation.

Actual vs. Budgeted Revenues (Figure 10)

As of December 31st, total revenues amounted to about $12.64 million, or 51.9 percent, of the
adjusted, budgeted annual revenue of $24.35 million for FY 2012-13. That is slightly in excess
of the normal 50.0 percent projected (six-twelfths). This is attributable to the higher level of
expenditures noted above. The less than expected first half recoveries of overhead expense and
some unforeseen and unbilled labor costs have contributed to the variance between expenditures
and revenues. It is expected that this variance will be moderated by recent announcements that
some significant, new projects are being awarded to ABAG that may cause some overhead staff
to be diverted to direct project expense, as well as less leave taken during the second half of the
fiscal year.

Fund Equity (Figure 5)

As of December 31st, general fund equity was approximately $706 thousand, a decrease of $288
thousand from the prior month. The Agency’s restricted fund equity, consisting of capital, self-
insurance, building maintenance and reserves, is $610 thousand. Total fund equity of $1.32
million is $513 thousand less than the year prior. Much of this loss may be expected to be offset
by increased grant staffing and greater overhead recovery during the remainder of the fiscal year.

Indirect Cost (Figure 6)

The Agency’s actual indirect cost (overhead) rate was 44.33 percent, or 1.38 percent above
target. The increase in December was anticipated because leave usage (vacation) is high while
much of the overhead expense (fixed costs such as rent, insurance and other operational costs)
continues. With an anticipated decline in leave usage during the remainder of the fiscal year, the
rate is expected to decline toward the budgeted rate of 42.95 percent by the end of the year. The
realization of new projects should also contribute toward an overall reduction in the rates.
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TO:  Finance and Personnel Committee DT: March 11, 2013

FM:  Herbert Pike, Finance Director Re:  Financial Reports
--January 2013

The following are highlights of the financial reports for January 2013.

Overall Summary (Figures 3. 4,7 & 8)

January 2013 represents the seventh month of the new fiscal year (58.33 percent). The backlog
in receivables that peaked at $7.5 million at the end of November appears to have dissipated with
the most recent receivables falling below $4 million, almost $200 thousand less than the year
prior. The more pressing issue now appears to be the continued loss in net general fund equity.
Some of this loss appears to be related to the imbalance between overhead expense incurred and
overhead recovery realized; the under recovery of overhead is over $64 thousand through
January. A more significant factor appears to be the negative balance in the payroll clearing
account in the amount of $426 thousand. This reflects the cost of payroll less that charged out to
projects. Much of this is leave that should be at least partially offset by the lower incidence of
holidays and vacation taken during the second half of the fiscal year. Other factors can be the
drawdown of overall leave due to various leaves, especially when individuals retire, when they
go on extended sick and/or family leave, and other such incidents. Finally, it can just be an
uptick in the general usage patterns such as average sick leave usage increasing due to the
average age of staff. Accounting is reviewing these various factors to identify if there are one or
two significant factors that should be adjusted such that the billable rates charged out on an
hourly basis can fully offset the annual payroll costs.

Cash on Hand (Figure 1)

Cash on hand increased to $3.96 million as of January 31st from $2.14 million on December
31st. The increase of $1.82 million is attributed primarily to the decrease in receivables. The
January balance includes approximately $968 thousand invested in the Local Agency Investment
Fund (LAIF). Currently, ABAG does not hold any other investments. The January 31st cash
balance is approximately $847 thousand more than the prior year.

Receivables (Figure 2)

Receivables from grant and service programs amounted to about $4.36 million on January 31st, a
decrease of $2.20 million from the month prior, $3 million from two months prior. The $4.36
million is $289 thousand less than the receivables of the year prior. It appears we have caught up
on the backlog that had plagued us for months, but Accounting is cognizant of its need to stay
continuously diligent to stay current in its invoicing and follow-up on delinquent accounts. We
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also need to be cautious that the current “sequestration” of federal funds does not trickle down
and cause undue delay in reimbursement from our grantors.

Actual vs. Budgeted Expenses (Figure 9)

Total expenses through January 31st, the seventh month of the new fiscal year, amounted to
about $14.68 million, or 60.4 percent, of the adjusted, budgeted annual expense of $24.30
million for FY 2012-13. This appears to reflect the frenzy of activity that accompanied the
ending of several major projects. It exceeds the 58.3 percent (seven-twelfths) average and is
opposite the normal trend where there is usually a slight lag in the onset of new expenses in the
new fiscal year. One particular accelerating expense is the closing of the project where Trash
Capture Devices in numerous jurisdictions within the region receive grant subsidies for their
installation.

Actual vs. Budgeted Revenues (Figure 10)

As of January 31st, total revenues amounted to about $14.18 million, or 58.2 percent, of the
adjusted, budgeted annual revenue of $24.35 million for FY 2012-13. The overview above tries
to identify what may be driving the difference between actual expenses and revenues to date.
Some actions already underway should mitigate the variances realized to date such as reduced
leave usage which allows a greater portion of the payroll cost to be recovered through charges to
grants, some large new projects, e.g. BayREN, that should draw down personnel resources away
from general overhead and into project specific billing, and redirecting some personnel charges
from Agency Admin to specific projects.

Fund Equity (Figure 5)

As of January 31st, general fund equity was approximately $665 thousand, a decrease of $41
thousand from the prior month. The Agency’s restricted fund equity, consisting of capital, self-
insurance, building maintenance and reserves, is $610 thousand. Total fund equity of $1.275
million is $467 thousand less than the year prior. Much of this loss may be expected to be offset
by increased grant staffing and greater overhead recovery during the remainder of the fiscal year.

Indirect Cost (Figure 6)

The Agency’s actual indirect cost (overhead) rate was 44.57 percent, or 1.62 percent above
target. The increase in January was unexpected. Following some additional analysis, it was
discovered that some staff had been remiss in charging some of their direct time to certain
projects, instead charging to the general overhead project. Those individuals have been
contacted and their hours charged are being revised. With an anticipated decline in leave usage
and better monitoring of hours charged by staff during the remainder of the fiscal year, the rate is
expected to decline toward the budgeted rate of 42.95 percent by the end of the year. The
realization of new projects should also contribute toward an overall reduction in the rates.
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ASSOCIATION OF BAY AREA GOVERNMENTS
FINANCE & PERSONNEL COMMITTEE

TABLE OF FINANCIAL REPORT DATA ELEMENTS
(thousands of dollars)

FOR THE MONTH ENDED JANUARY 31, 2013

Year-To-Date Year-End
Description Actual Estimate

Cash 3,959 2,000

Receivables 4,356 5,500

Membership Dues 1,006 1,726
Grants 10,152 17,024
Charges for Services 3,022 5,600
Total Revenues 14,180 24,350

Salaries and Related Benefits 6,875 11,902
Consultant Services 6,632 10,000
Other Expenses 1,170 2,398
Total Expenses 14,677 24,300
Change in Net Assets (497) 50

Beginning Net Assets 1,772 1,772
Ending Net Assets 1,275 1,822

Unrestricted 665 1,162
Restricted 610 660
Total Net Assets 1,275 1,822

Approved Overhead 42.95% 42.95%
Overhead Rate % 44 57% 42.95%

F&PC AGENDA ITEM #5-C



ASSOCIATION OF BAY AREA GOVERNMENTS
FINANCE & PERSONNEL COMMITTEE

TABLE OF FINANCIAL REPORT DATA ELEMENTS
(thousands of dollars)

Index Description Jan-13 Dec-12 Nov-12 Oct-12 Jan-12 Dec-11
Cash 3,959 2,135 2,062 2,669 3,112 2,889

Receivables " 4,356 6,560 7,505 7,273 4,645 4,708

Payroll Cost-YTD 6,875 5,834 4,840 4,003 6,810 5,734
-Month 1,041 994 837 961 1,076 986

Total Other Expense-YTD 7,802 7,257 6,178 4,989 8,663 6,937
-Month 545 1,079 1,189 2,391 1,726 1,262

Total Expenses-YTD 14,677 13,091 11,018 8,992 15,473 12,671
-Month 1,586 2,073 2,026 3,352 2,802 2,248

Total Revenues-YTD 14,180 12,635 10,852 8,884 15,575 12,860
-Month 1,545 1,783 1,968 3,452 2,715 2,240

Fund Equity-General 665 706 996 1,054 1,182 1,269
Total Restricted 610 610 610 610 560 560

Total Fund Equity 1,275 1,316 1,606 1,664 1,742 1,829
Approved Overhead ~  42.95% 42.95%  42.95%  42.95% 42.95% 42.95%
Overhead Rate % 44.57% 44.33%  43.20%  42.43% 37.64% 37.89%
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To: ABAG Finance & Personnel Committee

From: Herbert Pike

CC: Ezra Rapport, Executive Director

Date: 3/21/2013

Re: Potential Financial Impacts of Affordable Care Act on ABAG

Information is still being collected in order to identify the prospective financial and
administrative impacts of the Affordable Care Act. Guidelines are under development at
both the State and federal levels. An oral report will be made at the meeting to try and
explain the range of changes that are in the offing and a timeline for those changes. As
meaningful information is found, it will be compiled and distributed at the meeting. In
the meantime, the attached PowerPoint presentation was presented at the recent
Annual Meeting of the California Society for Municipal Finance Officers. It is somewhat
confusing and focuses on avoidance of penalties and additional reporting requirements.
There appeared little or no review of the potential impact of “Cadillac” coverage
impacts. While the definition of “Cadillac” coverage is still forthcoming, efforts will
continue to compile as much additional information as possible for a report at the
Committee meeting.
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To: ABAG Finance & Personnel Committee

From: Herbert-Pike

cc: Ezra Rapport, Executive Director

Date: 3/21/2013 ;

Re: Allocation of Funds received from Class-Action Settlement

Staff Recommendation:

Authorize Executive Director to execute documents affirming tentative agreement
dividing proceeds of $505,679.94 equally between the Association of Bay Area
Governments and the Bay Area Rapid Transit District.

Background:

On April 10, 2012, ABAG received a wired proceeds of $495,679.94 deposited into its
checking account. The funds were the result of a class-action settlement of the case SEC
vs GE Funding Capital Market Services, Inc. (C.A. No. 2: 11-cv-07465-WJM-MF in the US
District Court, District of New Jersey). The wire was sent by GE Funding Capital Market
Services, Inc. The funds are a penalty assessment against GE Funding Capital Market
Services, Inc. for the alleged investment of funds under their control whereby the
Treasury believes the investment yield was too low. The surplus investment proceeds
covering beyond the debt service payment would have been paid to the Treasury.

ABAG was named by the Court as the beneficiary of the settlement as the bond
transaction arose with Association of Bay Area Governments as the issuer. BART was
the real party in interest, and the structured financing set up by ABAG used BART's
award of a federal grant as the security for the transaction. In the judgment of the two
agency directors, equity considerations called for a sharing of the windfall award. There
is another $10,000 anticipated in settlement funds arising from this same action
expected before the end of the month, bringing total anticipated receipts to
$505,679.94. All funds received to date have been deposited and placed in a liability
account pending authorized allocation of the funds.

Mr. Rapport advised BART that ABAG was the recipient of said funds and subsequently
reached a tentative agreement with the Executive Director of BART to split the funds
equally between the two entities. Upon execution of the agreement, ABAG Accounting
will issue a check to BART in the amount of $252,839.97 from the liability account and
move the other $252,839.97 to ABAG unrestricted funds. Further discussion regarding
the potential use of these windfall funds to supplement ABAG’s unrestricted reserve,
cover shortfalls in existing projects, or pay liabilities incurred by ABAG through the
operation of its enterprise will be brought before the Committee at a later date.
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