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2477 Arnold Industrial Way ~ Concord, CA 94520-5326  (925) 676-7500  www.cccta.org

MEETING NOTICE & AGENDA
ADMINISTRATION & FINANCE COMMITTEE
1676 N, California Blvd, Suite 620
Walnut Creek, CA 94596
Wednesday, January 4, 2012
9:00 a.n.

The Committee may take action on any item on the agenda.

1. Adoption of Agenda (Action)
2. Public Communication
3. Summary Minutes of December 2, 2011 A&F Committee Meetings* (Review/Action)
4. Discussion with Investment Manager-Investment Rate of Return, OPEB Trust* (Review/Action)
5. FY2011 Audit-Teleconference* (Review/Action)
6. Closed Session:
Conference with legal counsel - Existing Litigation {pursuant to Government Code Section 54956.9(a)
Moses Hunt vs. CCCTA
7. Fare Increase Timing™® {Review/Action)
8. Revised Forecast* (Review/Action)
9. Review and Update CCCTA Travel Policy* (Review/Action)
10. Investment Quarterly Report* (Review/Action)
11. Small Claims Representation® (Review/Action)
12. Legal Services Statement, October 2011 General/November 2011 Labor** (Review/Action)
13. Review of Vendor Bills, December 201 1 %% (Review)
14, Adjournment '
*Enclosure A&F Committee Members
**Fnclosure for Committee Members Al Dessayer, Candace Andersen and Rob Schroder

General Information

Public Comment: Each person wishing to address the A&F Committee is requested to advise the Chair before

the meeting convenes or the applicable agenda item is discussed. Persons who address the Committee are also

asked to furnish a copy of any written statement to the Chair. A period of thirty (30) minutes has been allocated

for public comments concerning items of interest within the subject matter jurisdiction of the Committee. Each

individual will be allotted three minutes, which may be extended at the discretion of the Committee Chair,

Availability of Public Records: All public records relating to an open session item on this
agenda, which are not exempt from disclosure pursuant to the California Public Records
Act, that are distributed to a majority of the legislative body, will be available for public
inspection at 2477 Arnold Industrial Way, Concord, California, at the same time that the
public records are distributed or made available to the legislative body. The agenda and
enclosures for this meeting are posted also on our website at www.CCCTA . org.

Accessible Public Meetings: Upon request, CCCTA will provide written agenda materials in appropriate

alternative formats, or disability-related modification or accommodation, including auxiliary aids or services, to
cnable individuals with disabilities to participate in public meetings. Please send a written request, including
your name, mailing address, phone number and brief description of the requested materials and

preferred alternative format or auxiliary aid or service so that it is received by CCCTA at least 48 hours before

the meeting convenes. Requests should be sent to Tathina Hill, Assistant to the General Manager, at 2477
Arnold Industrial Way, Concord, CA 94520 or HHGCCCTA org.

The agenda is posted on CCCTA’s Website (www.CCCTA org) and at the following location;

CCCTA Administrative Offices, 2477 Arnold Indusirial Way, Concord .
Clayton e Concord ¢ Contra Costa County e Danville » La?ayette * Martinez

Moraga Orinda e Pleasant Hill ¢ San Ramon Walnut Creek

CENTRAL CONTRA COSTA TRANSIT AUTHORITY
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Inter Office Memo :

Administration and Finance Committee
Summary Minutes
December 2, 2011

The meeting was called to order at 9:00 a.m. at the Walnut Creek offices of Hanson Bridgett.
Those in attendance were:

Board of Director Al Dessayer
Board of Director Candace Andersen

Staff:  General Manager Rick Ramacier
Director of Finance Kathy Casenave

Adoption of the Agenda- Approved.

Public Communication- None.

Summary Minutes of November 10, 2011- Approved.

CCCTA Income Statements for the Three Months Ended September 30, 2011- Director
Casenave reported that expenses were 8% under the year to date budget at the end of three
months. Wages, diesel fuel and purchased transportation were the expenses categories that
accounted for most of the under budget variance. This will be included in the Board packet.

o=

5. Review and Update CCCTA Travel Policy- General Manager Ramacier outlined the current
travel policy and noted that the Board, for the past several years, has controlled travel expense
through the budget process rather than change the policy. The committee members decided to
table the discussion until January when all committee members are present. F

6. Draft OPEB Actuarial Report- The committee reviewed the draft actuarial report and spoke to
the actuary, Jim Summers, by teleconference. The report showed two options- a paygo method
with a 5% discount and a 7.75% fully funded method. The committee decided to meet with our
investment manager next month to discuss and decide on an investment rate of return. After that,
the actuarial report will be finalized.

7. Review of Vendor Bills, November 2011- Reviewed.

8. Adjournment- The meeting was adjourned. The next meetings will be Wednesday, January 4 at
9:00 a.m. at the Walnut Creek offices of Hanson Bridgett, 1676 N. California St, Walnut Creek.

%/OZ?ZM, fﬂww/‘

Kathy (Hdsenave, Director of Finance




Agenda Item # 4
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To: Administration & Finance Committee Date: December 28, 2011

From: Kathy Casenave W Reviewed By:
Director of Finance /

SUBJECT: Investment outlook

Andrew Brown, our Investment Manager, will attend the committee meeting to discuss the economic outlook in
general, and our investment portfolio.

At the last meeting, the draft actuarial report was presented. The committee must decide on an investment rate of
return in order to finalize the report and estabiish the prefunding amount for the next two years.

ACTION REQUESTED:

Staff requests that the A&F Committee make a decision about the investment rate of return so that the OPEB
actuarial report can be finalized.




Agenda Item # 5
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To: Administration & Finance Committee Date: December 28, 2011

/
From: Kathy Casenave \\\C/ Reviewed By: //Z(Z

Director of Finance

SUBJECT: FY 2011 Draft Audit Report

The FY 2011 Draft Audit Report is attached. Steven Starbuck, partner at Brown Armstrong Certified Public
Accounts will discuss the report in a telephone conference call.

ACTION REQUESTED:

Staff requests that the A&F Commitiee forward the report to the Board of Directors recommending adoption.
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INDEPENDENT AUDITOR'S REPORT

To the Board of Directors
Central Contra Costa Transit Authority
Concord, California

We have audited the accompanying basic financial statements of the Central Contra
Costa Transit Authority (the Autherity), as of and for the years ended June 30, 2011
and 2010, as listed in the table of contents. These basic financial statements are the
responsivllity of the Authority’s management. Our responsibility is to express an
opinion on these basic financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted
in the United Stateés of America and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of
the United States. Those standards require that we plan and perform the audits to
obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence
supporting the ameunts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We
believe that our audits provide a reasonable basis for our opinion.

In our opinion, the basic financial statements referred to above present fairly, in all
material respects, the financial position of the Authority, as of June 30, 2011 and
2010, and the results of its operations and its cash flows for the years then ended in
conformity with accounting principles generally accepted in the United States of
America. ,

In accordance with Government Auditing Standards, we have also issued our report
dated December 8, 2011, on our consideration of the Authority’s internal control over .
financial reporting and on our tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements and other matters. The purpose of that
report is to describe the scope of our testing of internal control over financial reporting
and compliance and the results of that testing, and not to provide an opinion on the
internal control over financial reporting or on compliance. That report is an integral
part of an audit performed in accordance with Government Auditing Standards and
should be considerad in assessing the results of our audit,



Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis and the scheduls of funding progress for the Authority’s post-employment
benefits other than pension benefits, as listed in the table of contents, be presented to supplement the
financial statements. Such information, although not a part of the financial statements, is required by the
Governmental Accounting Standards Board, who considers it to be an essential part of financial reporting
for placing the financlal statements in an appropriate operational, economic, or historical context. We
have applied certain limited procedures to the required supplementary information in accordance with
auditing standards generally accepted in the United States of America, which consisted of inquires of
management about the methods of preparing the information and comparing the information for
consistency with management's responses to our inquiries, the financial statements, and other knowledge
we obtained during out audit of the financial statements. We do not express an opinion or provide any
assurance on the information because the limited procedures do not provide us with sufficient evidence to
express an opinion or provide any assurance,

Our audit was performed for the purpose of forming an opinion on the basic financial statements of the
Authority taken as a whole. The accompanying schedule of expenditures of federal awards is presented
for purposes of additional analysis required by U.S. Office of Management and Budget Circular A-133,
Audits of States, Local Governments, and Non-Profif Organizations, and is not a required part of the
financial statements. Such information has been subjected to the auditing procedures applied in the audit
of the financial statements and, In our opinion, is fairly stated, in all material respects, in relation to the
financial statements taken as a whole.

BROWN ARMSTRONG
ACCOUNTANCY CORPORATION

Bakersfield, California
December 8, 2011



CENTRAL CONTRA COSTA TRANSIT AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2011 AND 2010

Introduction

The following discussion and analysis of the financial performance and activity of the Central Contra
Costa Transit Authority (the Authority) provide an introduction and understanding of the basic financial
statements of the Authority. This discussion has been prepared by management and should be read in
conjunction with the financial statements and the notes thereto, which follow this section.

The Authority was established on March 27, 1980, under a joint exercise of power agreement to provide,
either directly or through contract, public transportation services within certain areas of the County of
Contra Costa. A Board of Directors composed of representatives of the member jurisdictions governs the
Authority. Member jurisdictions include: Cities of Clayton, Concord, Lafayette, Martinez, Orinda, Pleasant
Hill, San Ramon, Walnut Creek; Town of Moraga and Town of Danville; and County of Contra Costa.
Each member jurisdiction appoints one regular representative to the Board of Directors (Board) and one
alternative representative to act in the regular representative’s absence.

The Authority is considered a primary government since it has a separate governing body, is legally
separate, and is fiscally independent of other state and local governments. The Authority is not subject to
income tax.

The Authority currently operates an active fixed route bus fleet of 131 and has approximately 258
employees. An independent contractor operates the Para-transit service. The Authority receives funds
primarily from transit fares and federal, state and local grants. The disbursement of funds received by the
Authority is set by Board policy, subject to applicable statutory requirements and by provisions of various
grant contracts.

The Financial Statements

The Authority’s basic financial statements include (1) the Statements of Net Assets, (2) the Statements of
Revenues, Expenses and Changes in Net Assets and (3) the Statements of Cash Flows. The financial
statements are prepared in accordance with accounting principles generally accepted in the United States
of America.

Statements of Cash Flows

The Statements of Cash Flows Is presented using the direct method and includes a reconciliation of
operating cash flows to operating income. The Statements of Cash Flows basically provide detailed
information about the cash received in the current and previous fiscal year and the uses of the cash
received. This is the only cash-basis financial statement presented and it reconciles cash receipts and
cash expenditures to the beginning and ending cash on hand,

Most of the cash received by the Authority during the fiscal year was from operating grants; most of the
cash expenditures were for operating expenses.



DRAFT

» Operating revenues were $4,717,192, while operating expenses were $34,011,443. The Authority is
able to cover its operating expenses through operating revenue and federal, state and local grants.

Financial Highlights

Statement of Net Assets
A comparison of the District's Statements of Net Assets as of June 30, 2011 and 2010, is as follows:

2011 to 2010 2010 to 2009

Increase/Decrease Increase/Decrease

2011 2010 2009 Amount % Amount %
Current assels $10,781,966 $ 9,631,753 $ 7,809,713 $ 1,150,213 11.94% § 1,722,040 21.77%
Noncurrent assets -
capital assets, net 35,103,878 37,614,698 22,696,474 (2,410,820) -6.43% 14,818,224 65.29%
Tofal assets 345,885,844  $47,146,451  $30,606,187  $ (1,260,607) -2.67%  $16,540,264 54.04%
Current liabilities $ 8,207,645 $ 7,146,074 $ 5,350,115 $ 1,061,571 14.86% $ 1,795,959 33.57%
Nencurrent liabilities 1,083,555 1,199,722 1,544,478 (116,167) -9.68% (344,7568)  -22.32%
Total liabilities $ 9,291,200 $ 8,345,796 $ 6,894,593 $ 945,404 11.33% § 1,451,203 21.05%
Net assefs
Invested In capital assets,
net of related debt $35,103,878  $37,514,698 $22696,474 § {(2,410,820) -6.43% $14,818,224 65.29%
Unrestricted net assets 1,490,766 1,285,957 1,015,120 204,809 15.93% 270,837 26.68%
Total net assets $36,594,644  $38,800,665  $23,711,504 § (2,206,011) -5.68%  §15,089,081 ©3.64%

The District’s decrease in net assets was mainly due to the increase in capital grant revenue for the
purchase of vehicles and other assets and the construction of the Diablo Valley College Transit Center.

Statement of Revenues, Expenses and Changes in Net Assets

A summary of the Authority’s Statements of Revenues, Expenses and Changes in Net Assets for fiscal
years 2011 and 2010 is as follows:

2011 to 2010 2010 to 2009

Increase/Decrease Increase/Decrease

2011 2010 2009 Amount % Amount %
Operating revenues $ 4,717,192 % 4755800 $ 5,089,125 § (38,617) -0.81% $ (343,318) -6.73%
Operaling expenses (34,011,443)  (33,169,910)  (36,446,269) (841,633) 2.54% 3,276,369 -8.99%
Operating loss (29,294,251) (28,414,101}  (31,347,144) (880,150) 3.10% 2,933,043 -9.36%
Nonoperating revenues 24,707,300 24,781,611 28,563,511 (74,211) -0.30% (1,782,000} -6.71%
Capital contributions 2,380,840 16,721,651 2,018,819 (16,340,711y  -87.28% 16,702,832 827.286%

Increase (decrease) _

in net assets $(2,206,011) $15,089,061 $(2,764,614) ${17,206,072) -114.62% $17,853,875 -64575%

The largest revenue category listed on the Statements of Revenues, Expenses and Changes in Net
Assets is state and local operating assistance (68% in 2011, 65% in 2010). Most of this revenue is
provided under the Transportation Development Act (TDA), which returns to Contra Costa County
{County) ¥ cent of the sales tax collected in the County. The Authority is allocated a portion of the sales
tax returned.



Operating a public transit service is labor intensive. Fifty-five percent (55%) of the Authority's operating
expenses is for wages and benefits paid to employees. The next largest category of expense is

purchased transportation — the cost of providing public transportation through an independent private
contractor.

Selected revenue increases, change from prior year:

2011 to 2010 2010 to 2009

Increase/ Increase/

2011 2010 2009 Decrease Decrease
Passenger revenue : $ 3,888,080 $ 3,885,782 $ 4,220,251 $ 2,307 $ (334,469)
Special transit fares 829,103 870,027 878,874 (40,924) (8,847)
Federal operating assistance 4,003,292 4,819,543 2,738,770 (916,251) 2,180,773
State and local operating assistance 20,080,073 18,167,173 23,070,793 892,900 (3,903,620)

Capital Assets

As of the end of fiscal year 2011, the Authority’s capital assets, before accumulated depreciation,
increased by $2,097,873. The major addition during the year was for the completion of the Diablo Valley
College Transit Center.

Details of the capital assets, net of accumulated depreciation as of June 30, 2011 and 2010, are as
follows:

2011 to 2010 2010 to 2008
Increase/(Decrease) Increase/(Decrease)}
2011 2010 2009 Amount % Amount %

Land and land improvemenis $ 4,792,211 $ 4,787,602 $ 4,783,347 $ 4,609 0.10% $ 4,255 0.09%

Construction In process 247 748 1,619,465 466,607 (1,371,717)  .B4.70% 1,152,858 247.07%
Shop, office, other equipment

and service vehicles 6,222,023 6,121,883 7,058,388 100,140 1.64% (936,505) -13.27%

Buildings and structures 15,428,788 12,365,099 12,006,866 3,064,689 24.78% 358,233 2.98%

Revenue vehicles 52,150,119 51,849,067 44,858,760 300,152 0.58% 6,803,207 16.59%

Total 78,841,889 76,744 016 69,171,968 2,097,873 2,73% 7,572,048 10.95%

Less accumulated depreciation  (43,738,011)  (39,229,318) (48,475,494) (4,508,693} 11.49% 7,248,176  -15.59%

85,29%

Net total $35103,878  §$37 514,688 $22,695474  § (2,410,820 -8.43%  $14,818,224

Overail Financial Condition

Due to a decrease in sales tax revenus, state hudget problems and an increase in the cost of diesel fuel,
the Authority Implemented a reduction in service in the latter half of fiscal year 2009 and a fare incroase,
The Authority does not anticipate a need for either a service reduction or fare increase in fiscal year 2012

Contacting the District’s Financial Management

The Authority's financial report is'designed to provide the District's Board of Directors, management,
creditors, legislative and oversight agencies, citizens and customers with an overview of the Central
Contra Costa Transit Authority’s finances and to demonstrate its accountability for funds recaeived. For
additional information about this report, please contact Katherine Casenave, Director of Finance, at 2477
Arnold Industrial Way, Concord, California.



CENTRAL CONTRA COSTA TRANSIT AUTHORITY

STATEMENTS OF NET ASSETS
JUNE 30, 2011 AND 2010

ASSETS

Current Assets
Cash and cash equivalents (Note 2)
Capital and operating grants receivable
Materials and supplies

Other receivables, net of allowance ($18,035) and ($12,000)

Prepaid expenses and cther assets
Total Current Assets
Capital Assets, Net (Note 5)

TOTAL ASSETS

LIABILITIES AND NET ASSETS

Current Liabilities
Accounts payable
Cash owerdraft .
Due to other govemment, TDA payable (Note 12)
Deferred revenue grants
Deferred revenue PTMISEA (Note 6)
Other accrued liabilities

Total Current Liabilities
Long-Term Liabilities
Self-insurance liabilities (Note 8)
OPEB liability {Note 11)
Total Long-Term Liabilities
TOTAL LIABILITIES
Net Assets
Invested in capital assets, net of related debt
Unrestricted

TOTAL NET ASSETS

TOTAL LIABILITIES AND NET ASSETS

2011 2010
$ 6,958,448 $ 6038975
2,201,379 1,048,638
780,252 756,005
659,749 719,604
182,138 168,531
10,781,966 9,631,753
35,103,878 37,514,698
$ 45885,844 $ 47,146,451
$ 818857 $ 884,199
- 186,152
3,786,929 2,036,112
. 139,274
1,697,576 1,084,753
1,904,283 1,915 584
8,207,645 7,146,074
1,071,592 1,188,372
11,963 11,350
1,083,555 1,199 722
9,291,200 8,345,796
35,103,878 37,514,608
1,490,766 1,285,957
36,504,644 38,800,655
$ 45885844 $ 47,146,451

The accompanying notes are an integral part of these financial statements.
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CENTRAL CONTRA COSTA TRANSIT AUTHORITY
STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS
FOR THE FISCAL YEARS ENDED JUNE 30, 2011 AND 2010

2011 2010
Operating Revenues
Passenger fares 3,888,089 3,885,782
Special transit fares 829,103 870,027
Total Operating Revenues 4,717,192 4,755,809
Operating Expenses
Salaries and benefits 18,615,051 19,015,853
Materials and supplies 2,973,978 2,563,005
Senices 1,565,977 1,506,826
Purchased transportation 5,048,351 5,189,752
Insurance 385,278 402,633
Other 135,674 66,272
Utilities 248,466 266,807
Taxes 306,897 276,464
Leases and rentals 37,396 33,199
Depreciation 4,696,375 3,849,099
Total Operating Expenses 34,011,443

Operating Loss

Nonoperating Revenues (Expenses)

(29,294,251)

33,169,910

(28,414,101)

Federal operating assistance 4,003,292 4 919,543
State and local operating assistance 20,080,073 19,167,173
Advertising revenue 504,952 515,468
Interest income 24,360 23,753
Other revenue 122,309 174,759
Interest expense (456) -
Loss on disposal of capital assets (7,230) {19,185)
Total Nonoperating Revenues 24,707,300 - 24,781,511
Net Loss Before Capital Contributions (4,586,951} {3,632,590)
Capital Contributions
Grants restricted for capital expenditures (Note 3) 2,380,940 18,721,661
Increase (Decrease) in Net Assets (2,206,011) 15,089,061
Total Net Assets, Beginning of Year 38,800,655 23,711,594

Total Net Assets, End of Year

36,594,644 $ 38,800,655

The accompanying notes are an integral part of these financial statements.
7



CENTRAL CONTRA COSTA TRANSIT AUTHORITY
STATEMENTS OF CASH FLOWS
FOR THE FISCAL YEARS ENDED JUNE 30, 2011 AND 2010

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers
Payments to employees (salaries and benefits)
FPayments to suppliers

Net Cash Used by Operating Activities

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Federal operating grants
State and local operating grants
Other noncapital revenue

Net Cash Provided by Noncapital Financing Activities
CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES
Interest expense
Proceeds from sale of property and equipment

Capital grants received
Expenditures for capital asset purchases

Net Cash Flows Provided (Used) by Capital and Related
Financing Activities

CASH FLOWS FROM INVESTING ACTIVITIES
interest on investments

Net Increase in Cash and Cash Equivalents
Cash and Cash Equivalents, Beginning of Year

Cash and Cash Equivalents, End of Year

2011

2010

&

4,777,047
(18,742,519)
(10,989,365)

¥

4,623,669
(19,267,158)
(10,269,197)

{24,954,837)

(24,912,686)

4,003,292 4,919,543
21,810,890 20,072,485
627,261 606,227
26,441,443 25,508,255
(4586) -

- 84,000

1,789,903 18,586,607
(2,380,940) (18,701,296)
(591,493) (30,889)
24,360 23,753
919,473 678,633
6,038,975 5,360,342

$ 6,958,448 $ 6,038,975

The accompanying notes are an integral part of these financial statements.
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CENTRAL CONTRA COSTA TRANSIT AUTHORITY
STATEMENTS OF CASH FLOWS {Continued)
FOR THE FISCAL YEARS ENDED JUNE 30, 2011 AND 2010

Operating Loss
Adjustments to Reconcile Net Operating Loss to
Net Cash Used by Operating Activities:
Depreciation
Changes in assets and liabilities:
Decrease (Increase} in recsivables
{Increase) in materials and supplies
(Increase) in prepaid expenses
(Decrease) in accounts payable
(Decrease) in other liabilities

Net Cash Used hy Operating Activities

2011

2010

$ (29,294,251)

$ (28,414,101

4,696,375 3,849,009
59,855 (132,140)
(24,247) (93,852)
(13,607) (38,648)
(65,342) {17,891)
(313,620) (65,153)

$ (24,954,837)

$ (24,912,686)

The accompanying notes are an integral part of these financial statements.

9



CENTRAL CONTRA COSTA TRANSIT AUTHORITY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011 AND 2010

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Central Contra Costa Transit Authority (the Autharity) was created in 1980 under a joint exercise of
power agreement to provide, either directly or through contract, public transportation services within
certain areas of the County of Contra Costa. The Authority is governed by a Board of Directors composed
of representatives of the member jurisdictions, which include the Cities of Clayton, Concord, Lafayette,
Martinez, Orinda, Pleasant Hill, San Ramon, Walnut Creek; the Town of Moraga and the Town of
Danville; and the County of Contra Costa. Each member jurisdiction appoints one regular representative
to the Board of Directors and one alternate representative to act in the regular representative’s absence.

The Authority is considered a primary government since it has a separate governing body, is legally
separate, and is fiscally independent of other state or local governments.

A. Basis of Accounting and Presentation

The financial statements of the Authority have been prepared in conformity with accounting principles
generally accepted in the United States of America (GAAP) as applied to governmental units. The
Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for
establishing governmentai accounting and financial reporting principles. The Authority's financial
statements are accounted for as a Business-Type Activity, as defined by GASB, and are presented
on the accrual basis of accounting. Under this method, revenues are recognized when thay are
earned, and expenses are recognized when they are incurred.

Contributed Capital/Reserved Retained Earnings

The Authority receives grants from the Federal Transit Administration (FTA) and other agencies of
the U.S. Department of Transportation and state and local transportation funds for the acquisition of
transit-related equipment and improvements. Prior to July 1, 2001, capital grants were recognized as
donated capital to the extent that project costs under the grant have been incurred. Capital grant
funds earned, less amortization equal to accumulated depreciation of the related assets, were
included in contributed capital. As required by current GASB standards, the Authority now includes
capital grants in the determination of net income resulting in an increase in net revenue of $2,380,940
and $18,721,651 for the fiscal years ended June 30, 2011 and 2010, respectively.

Contributed capital and reserved retained earnings are presented in the net asset section as invested
in capital assets, net of related debt and unrestricted net assets.

Net Assets

Net assets represent the residual interest in the Authority's assets after liabilities are deducted. Net
assets are presented in three broad components: invested in capital assets, net of related debt;
restricted; and unrestricted. Net assets invested in capital assets, net of related debt include capital
assets net of accumulated depreciation and outstanding principal balances of debt attributable to the
acquisition, construction or improvement of those assets. Net assets are restricted when constraints
are imposed by third parties or by jaw through constitutional provisions or enabling legislation. All
other net assets are unrestricted.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

A. Basis of Accounting and Presentation {Continued)

E.

Proprietary Accounting and Financial Reporting

As required under GASB Statement No. 20, Accounting and Financial Reporting for Proprietary
Funds and Other Governmental Entities That Use Proprietary Fund Accounting, the Authority wil
continue to apply all applicable GASB pronouncements as well as Financlal Accounting Standards
Board (FASB) Statements and Interpretations, Accounting Principles Board (APB) Opinions and
Accounting Research Bulletins (ARBs) of the Committee on Accounting Procedure issued on or
before November 30, 1989, unless those pronouncements conflict or contradict GASB
pronouncements. The Authority also applies all FASB Statements and Interpretations issued after
November 30, 1989, except for those that conflict with or contradict GASB pronouncements.

Classification of Revenue

Enterprise funds distinguish operating revenues and expenses from nonoperating items. Operating
revenues and expenses generally result from providing services in connection with the fund's
principal ongoing operational activities. Charges to customers represent the Authority’s principal
operating revenues and include passenger fees and special transit fares. Operating expenses
include the cost of operating maintenance and support of transit services and related capital assets,
administrative expenses and depreciation on capital assets. All revenues and expenses not meeting
this definition are reported as nonoperating or other revenues and expenses.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in
the United States of America requires management to make estimates and assumptions that affect
the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the
date of the financial statements and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates.

Cash and Cash Equivalents

Certain cash and cash equivalents are classified as restricted because their use is limited by
applicable contracts or stipulations of the granting agency. Some of these restricted funds are
required to be maintained in separate bank accounts. For purpose of the Statements of Cash Flows,
the Authority considers all highly liquid investments purchased with an original maturity of three
months or less to be cash equivalents, including cash and cash equivalents restricted for capital
projects. At June 30, 2011, the Authority considered all of its cash and investments to be cash and
cash equivalents, -

Materials and Supplies

Materials and supplies are stated at cost using the first-in, first-out {(FIFO) method.,

Capital Assets

Capital assets are stated at cost and depreciated using the straight-line method over the following
estimated useful lives:

Buildings and structures 30 years
Revenue transit vehicles 9-13 years
Shop, office, other equipment and service vehicles 3-10 years

Depreciation expense on assets acquired with capital grant funds is transferred to net assets —
invested in capital assets, net of related debt after being charged to operations.
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NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

E.

Capital Assets (Continued)

Major improvements and betterments to existing property, buildings and equipment are capitalized.
Costs for maintenance and repairs which do not extend the useful lives of the applicable assets are
charged to expense as incurred. Upon disposition, costs and accumulated depreciation are removed
from the accounts and resulting gains or losses are included in operations.

Deferred Revenue

The Authority reports deferred revenue in its financial statements. Deferred revenues arise when
resources are recovered by the Authority befare it has legal claim to them.

Self-Insurance Liabilities

The Authority is self-insured for public liability and property damage for the first $250,000 for each
occurrence. Claims between $250,300 and $1,000,000 are insured through a compensation poal with
the California Transit Systems Joint Powers Insurance Authority and claims In excess of $1,000,000
are insured with excess insurance purchased through California Transit Systems Joint Powers
Insurance Authority (CalTIP) up to $20 million per occurrence, Additionally, the Authority is insured
for workers' compensation claims with the Local Agency Workers’ Compensation Excess (LAWCX).
Refer to Note 8 for further descriptions. The Authority has recorded a liability for estimated claims to
be paid, including incurred but not reported claims.

Capital and Operating Grants

Federal, state and local governments have made various grants available to the Authority for
operating assistance and acquisition of capital assets. Grants for operating assistance, the
acquisition of equipment or other capital outlay are not formally recognized in the accounts until the
grant hecomes a valid receivable as a result of the Authority’s complying with appropriate grant
requirements.

Operating assistance grants are included in nonoperating revenues in the year in which the grant is
applicable and the related reimbursable expenditure is incurred, Grants received in excess of
allowable expenditures are recorded as deferred revenue (refer to Notes 6 and 12).

Pension Costs

Pension costs are recognized when pension contributions are made, which are determined by the
annual actuarial valuations.

Compensated Absences

Vacation benefits are accrued when earned and reduced when used. Sick leave, holiday pay and
other absence pay are expensed when used.

Funding Sources/Programs

Transportation Development Act (TDA)

The Local Transportation Fund was created under the Transportation Development Act (TDA) to
collect ¥ cent of the State's 7 percent retail sales tax collected statewide. The % cent is returned by
the State Board of Equalization to each county based on the amount of tax collected in that county.
TDA funds are apportioned, allocated and paid in accordance with allocation instructions from the
Metrapolitan Transportation Commission to the Authority for specific transportation purposes.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

K. Funding Sources/Programs (Continued)

State Transit Assistance (STA)

This program provides a second source of funding for transportation planning and mass
transportation purposes as specified by California legislation.

Federal Transportation Assistance

Federal Transportation Assistance represents funding from the Federal Transit Administration (FTA)
within the U.S. Department of Transportation to assist local transportation needs.

Bay Area Air Quality Management District (AB434 funds)

This is a federal grant program, passed through the Califc_nrnié Department of Transportation, to
reduce highway congestion and improve air quality. The program provides for matching requirements
of 88.53% federal funding and 11.47% state funding.

Measure J Funds

This represents a local sales tax allocation administered by the Contra Costa Transportation Authority
to claimants for transportation purposes within the County of Contra Costa.

L. Date of Management’'s Review

Subsequent events were evaluated through January _ , 2012, which is the date the financial
statements were available to be issued.

NOTE 2 — CASH AND CASH EQUIVALENTS

Cash and cash equivalents consisted of the following at June 30:

2011 2010
Cash on hand 3 530 $ 530
Cash in banks 707,409 960,165
Investments 8,250,509 5,069,280

$ 6958448 $ 6,038,975
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NOTE 2 - CASH AND CASH EQUIVALENTS (Continued)

Cash on Hand and Cash in Banks

Investments Authorized by the California Government Code and the Authority’s Investment Policy

The table below identifies the investment types that are authorized for the Authority by the California
Government Code (or the Authority's investment policy, where more restrictive). The table also identifies
certain provisions of the California Government Code {or the Authority’s investment policy, where more
restrictive) that address interest rate risk, credit risk and concentration of credit risk.

Maximum Maximum
Authorized Maximum Percentage Investment
Investment Type Maturity of Portfglio in One Issuer

Local Agency Bonds 5 years None None
U.S. Treasury Obligations 5 years None None
U.S. Agency Securities 5 years None None
Negotiable Certificates of Deposit* 5 years 30% None
County Pooled Investment Funds N/A 100% None
Local Agency Investment Fund (LAIF) N/A None None

* Limited to nationally or state-chartered bank of & state or federal association (as defined by California Financial Code
Section 5102) or by a state-licensed branch of a foreign bank. The maximum Investment in a certificate of deposit shal!
not exceed the shareholder's equity in any depository bank; the total net worth of any depository savings association; or
the total or unimpaired capltal and surplus of any credit union or industrial loan company,

The Authority shall not invest any funds in inverse floaters, range notes or interest-only strips that are
derived from a pool of mortgages. The Authority shall not invest any funds in any security that could
result in zero interest accrual if held to maturity. The fimitation does not apply to investments in shares of
beneficial interest issued by diversified management companies as set forth in California Government
Code Section 53601.6. In addition, the portfolio should consist of a mix of authorized types of
investments. With the exception of investments in the California State LAIF, ne more than fifty percent
(50%) of the Authority’s portfolio shali be deposited or invested in a single security type or with a single
financial institution,

Disclosures Relating to Interest Rate Risk

Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value of an
investment. Generally, the longer the maturity of an investment, the greater the sensitivity of its fair value
to changes in market interest rates.

Information about the sensitivity of the fair values of the Authority's investments to market interest rate
fluctuations is provided by the foliowing table that shows the distribution of the Authority's investments by
maturity:

2011 Remaining Maturity (in Months)
12 Months 131024 25 to 80 More Than
Inwestment Type Amount or Less Months Months 60 Months
LAIF $ 8,250,509 $ 6,250,500 3 - 3 - $ -
2010 Remaining Maturity (in Months)
12 Months 13 to 24 25 to 60 More Than
Investment Type Amount or Less Months Months 60 Months
LAIF $ 5,069,280 $ 5,069,280 3 - % - $ -
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NOTE 2 - CASH AND CASH EQUIVALENTS (Continued)

Cash on Hand and Cash in Banks (Continued)

Disclosures Relating to Credit Risk

Generally, credit risk is the risk that an issuer of an investment will not fulfill its obligation to the holder of
the investment. This is measured by the assignment of a rating by a nationally recognized statistical
rating organization. Presented below is the minimum rating required by (where applicable) the California
Government Code, the Authority’s investment policy, and the actual rating as of year end for each
investment type. The column marked “exempt from disclosure” identifies those investment types for which
GASB Statement No. 40, Deposit and Investment Risk Disclosures—an Amendment of GASB Statement
No. 3, does not require disclosure as to credit risk:

201 Minimum Exempt Rating as of Year End
Legai From Not
Investment Type Amount Rating Disclosure AAA Aag - Rated
LAIF $ 6,250,509 N/A $ - $ - 3 - $6,250,509
2010 Minimum Exempt Rating as of Year End
Legal From Not
Investment Type Amount Rating Disclosure AAA Aa Rated
LAIF $ 5,069,280 NFA $ - % - § - $ 5,089,280

Custodial Credit Risk

Custodial credit risk for deposits is the risk that, in the event of the failure of a depository financial
institution, a government will not be able to recover its deposits or will not be able to recover collateral
securities that are in the possession of an outside party. The custodial credit risk for investments is the
risk that, in the event of the failure of the counterparty (e.q., broker-dealer) to a transaction, a government
will not be able to recover the value of its investment or collateral securities that are in the possession of
another party. The California Government Code and the Authority’s investment policy do not contain legal
or policy requirements that would limit the exposure to custodial credit risk for deposits or investments,
other than the following provision for deposits: The California Government Code requires that a financial
institution secure deposits made by state or local governmental units by pledging securities in an
undivided collateral pocl held by a depository regulated under state law {unless so waived by the
governmental unit). The market value of the pledged securities in the collateral pool must equal at least
110% of the total amount deposited by the public agencies.

GASB Statement No. 40 requires that the following disclosure be made with respect to custodial credit
risks relating to deposits and investments: $1,465,632 and $2,045,707 of the Authority's deposits with
financial institutions were in excess of federal depository insurance limits and were held in collateralized
accounts as of June 30, 2011 and 2010, respectively.

Concentration of Credit Risk
The investment policy of the Authority contains no limitations on the amount that can be invested in any
one issuer beyond that stipulated by the California Government Code. The Authority did not have any

investments in any one issuer {other than external investment pools) that represent 5% or more of total
Authority’s investments at June 30, 2011 or 2010,
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The Authority receives grants from the FTA, which provide financing primarily for the acquisition of rolling
stock. The Authority also receives grants under the State TDA and State Toll Bridge revenue programs
primarily for the acquisition of rolling stock and support equipment, and the purchase of furniture and
fixtures.

NOTE 3 — CAPITAL GRANTS

A summary of federal, state and local grant activity for the years ended June 30 Is as follows:

2011 2010
Federal grants $ 1,047,711 $ 14,814,721
State grants 745,306 3,472,431
TDA {local transportation grants) 587,923 434,499
Total Capital Assistance $ 2,380,840 $ 18,721,651

NOTE 4 — OPERATING GRANTS

The Authority receives local transportation fund allocations pursuant to the 1971 State TDA. These funds
are generated within the County of Contra Costa and are allocated based on annual claims filed by the
Authority and approved by the Metropolitan Transit Commission (MTC). Generally, the maximum annual
TDA assistance the Authority can receive is limited to its actual operating costs less fare revenues
received, federal operating assistance received and other local operating assistance (toll bridge revenue
allocations, local sales tax allocations and related interest income). In computing the maximum TDA
assistance eligibility, the Authority excludes safe harbor lease income, which for the years ended June
30, 2011 and 2010, were $6,942 and $9,263, respectively. For the years ended June 30, 2011 and 2010,
the Authority’'s maximum TDA assistance eligibility was $9,994,707 and $12,587,281, respsctively.

During the fiscal years ended June 30, 2011 and 2010, the Authority earned $4,174,485 and $4,196,924,
respectively, of Measure J (2011) and Measure J (2010) funds from the Contra Costa Transportation
Authority, which is included in state and local operating assistance. These funds, derived from sales and
use taxes, are to be used for new routes and supplemental service for existing routes that serve local San
Francisco Bay Area Rapid Transit District stations,

Federal operating assistance funds have also been received pursuant to Sections 8 and 9 of the Urban
Mass Transportation Act of 1974 (now FTA). These funds are apportioned to the local urbanized area and
allocated to individual transit operators by MTC after FTA approval. Expenditures of federal operating
assistance funds are subject to final audit and approval by MTC and FTA.
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NOTE 5 — CAPITAL ASSETS AND DEPRECIATION

Capital assets activity at June 30 is shown below:

June 30,2011

Balance Reclass and Other Balance
June 30,2010 Adjustments Additions Deletions June 30,2011
Capiltal Assets Not Being Depreciated:
Construction in process $ 1619465 § (1,390,254) § 18,537 § - § 247,748
Land 2,704,785 - - - 2,704,785
Total Caplital Assets Not Being Depreciated 4,324,250 {1,390,254) 18,537 - 2,952,633
Capltal Assets Being Depreciated:
Land improvements 2,082,817 4,609 - - 2,087,426
Shop, office, other equipment and '
service vahicles 6,121,883 (4,609) 304,044 199,295 6,222,023
8ulldings and structures 12,365,099 1,390,254 1,674,435 - 15,429,788
Revenue vehicles 51,849,987 - 300,152 - 52,150,119
Total Capital Assets Belng Depreciatad © 72,419,766 1,390,254 2,278,631 199,295 75,889,356
Less Accumulated Depreciation for:
Land improvements 2,078,562 4,609 426 - 2,083,597
Shop, office, other equipmentand
service vehicles 4,996,569 (4,609) 348,580 187,682 5,152,858
Buildings and structures 8,775,361 - 573,397 - 9,348,758
Revenue vehicles 23,378,826 - 3,773,972 - 27,152,798
Tofal Accumulated Depreciation 39,229,318 - 4,696,375 187,682 43,738,011
Total Capital Assets Belng Depreciated, Net 33,190,448 1,390,254 (2,417,744) 11,613 32,151,345
Total Capital Assets, Net $37.514608 § -~ $(2,399,207) $ 11613 $35103,878
Depreciation expense for the year ended June 30, 201 1, was $4,696,375.
June 30, 2010
Balance Reclass and Other Balance
June 30, 2009 Adjustments Addltions Deletions June 30,2010
Capital Assets Not Being Depreclated:
Construction in process $ 466607 - § 1,152858 § - § 1619465
Land 2,704,785 - - - 2,704,785
Total Capital Assels Not Being Depreciated 3,171,392 - 1,152,858 - 4,324,250 .
Capital Assets Being Depreaclated;
Land improvements 2,078,562 - 4,255 - 2,082,817
Shop, office, other equipmentand
service vehlicles 7,058,388 (293,513) 325,108 968,100 6,121,883
Buildings and structures 12,006,866 293,513 65,224 504 12,365,099
Revenue vehicles 44,856,760 - 17,153,851 10,160,644 51,849,967
Total Capital Assets Being Depreciated 66,000,576 - 17,548,438 11,129,248 72,419,766
Less Accumulated Depraciation for;
~ Land Improvements 2,078,562 - - - 2,078,562
Shop, office, other equipment and '
service vehicles 5,687,980 (84,214) 332,587 939,784 4,996,569
Buildings and structures 8,229,344 84,214 461,803 - 8,775,361
Revanue whicles 30,479,608 - 3,064,709 10,155,491 23,378,826
Total Accumulated Depreciation 46,475,494 - 3,849,099 11,005,275 39229318
Total Capital Assets Being Depreciated, Net 19,525,082 - 13,699,339 33,873 33,190,448
Total Capital Assets, Net $22696,474 § - $14,852,197 § 33,973 $37,514,608

Depreciation expense for the year ended June 30, 2010, was $3,849,099.
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NOTE 6 — DEFERRED REVENUE (PTMISEA)

In November 2006, California voters passed a bond measure enacting the Highway Safety, Traffic
Reduction, Air Quality and Port Security Bond Act of 2006. Of the $19.925 billion of state general
obligation bonds authorized, $4 billion was set aside by the State as instructed by statute as the Public
Transportation Modernization, Improvement and Service Enhancement Account (PTMISEA). These
funds are available to the California Department of Transportation for intercity rail projects and to transit
operators in California for rehabilitation, safety or modernization improvements, capital service
enhancements or expansions, new capital projects, bus rapid transit improvements or for rolling stock
procurement, rehabillitation or replacement.

During the fiscal year ended June 30, 2011, the Authority received funds of $67,115 for construction of
the Martinez bus stop project, and interest of $8,935 from the State’'s PTMISEA account for construction
at a transportation center at Diablo Valley Community College and Pacheco, and Martinez bus stop
project. As of June 30, 2011, there were $597,358 of expenditures incurred related to the Diablo Valley
Transit Center. The remaining proceeds of $1,463,445, which includes accrued interest, was deferred as
shown in the schedule below. Qualifying expenditures must be encumbered within three years from the
date of the allocation and expended within three years from the date of the encumbrance.

2011 2010
Deferred revenue, beginning of year : $ 1,884,753 $ 1,169,459
Proposition 1B (PTMISEA) funds allocated 87,115 2,771,591
Proposition 1B (PTMISEA) interest earned 8,935 19,297
Proposition 1B (PTMISEA) expenditures (597,358) (1,975,594)
Deferred revenue, end of year $ 1,463,445 $ 1,984,753

NOTE 7 - EMPLOYEES’ RETIREMENT PLAN

Plan Description

The Authority’s defined benefit pension plan, the Public Employees’ Retirement Fund, provides retirement
and disability benefits, annual cost-of-living adjustments and death benefits to plan members and
beneficiaries. The Public Employees’ Retirement Fund is part of the Public Agency portion of the
California  Public Employees’ Retirement System (CalPERS), an agent multiple~employer plan
administered by CalPERS, which acts as a common investment and administrative agent for participating
public employers within the State of California. A menu of benefit provisions as well as other requirements
are established by state statutes within the Public Employees’ Retirement Law. The Autherity selects
optional benefit provisions from the benefit menu by contract with CalPERS and adopts those benefits
through local ordinance {other local methods). CalPERS issues a separate comprehensive annual
financial report. Copies of the CaiPERS annual financial report may be obtained from the CalPERS
Executive Gffice, 400 P Street, Sacramento, California 95814.

Funding Policy

The contribution rate for plan members in CalPERS 2.0% at 60 Retirement Plan is 7% of their annual
covered salary. The Authority’s policy is to pay one-half of the non-management employees’ 7%
contribution and the full 7% for management employees.

Employers are required to contribute the actuariaily determined remaining amounts necessary to fund the
benefits for its members. The actuarial methods and assumptions used are those adopted by the
CalPERS Board of Administration. The Authority's required employer contribution rate for fiscal 2010-11
was 4.874%. The funded ratio of the plan is 113.3% as of the June 30, 2008, actuarial valuation,
meaning the plan can fully cover 100% of the covered employees and has excess funding available. The
contribution requirements of the plan members are established by state statute and the employer
contribution rate is established and may be amended by CalPERS.
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NOTE 7 - EMPLOYEES’ RETIREMENT PLAN (Continued)

Annual Pension Cost

For fiscal year 2010-11, the Authority’s annual required pension cost was $608,417 and the Authority
actually contributed $608,417. The plan is currently overfunded and the required contribution for fiscal
year 2010-11 was determined as part of the June 30, 2008, actuarial valuation using the entry age normal
actuarial cost method with the contributions determined as a percent of pay. The actuarial assumptions
included (a) 7.75% investment rate of return {net of administrative expenses) and (b) projected salary
increases that vary by duration of service ranging from 3.25% to 14.45% for miscellaneous members.
Both {a) and (b} include an inflation component of 3.00%. The actuarial value of the plan’s assets was
determined using a technique that smoothes the effect of short-term volatility in the market value of
investments over a fifteen year period depending on the size of investment gains and/or losses. The
plan’s excess assets are being amortized as a level percentage of projected payroll on a closed basis.
The remaining amortization peried at June 30, 2011, was 31 years.

Three-Year Trend Informatio_n for the Plan

Fiscal Year Annual Pensicn Percentage of Net Pension
Ending Cost (APC) APC Contributed Obligation
8/30/2009 $ 729,611 100.0% $ -
6/30/2010 $ 606,714 100.0% $ -
6/30/2011 b 608,417 100.0% $ -
Required Supplementary Information - Funded Status of Plan
Entry Age Actuarial Unfunded/ Annual UAAL as
Valuation Normal Accrued Value (Ovarfunded) Funded Covered a % of
Date Liability of Assets Liability Ratio Payroll Payroll
6/30/2004 $ 35,675,543 $39,040,988 $ (3,365,445) 109.4%  $11,908,365 (28.30%)
6/30/2005 $ 38,279,038 $42,336,802 $ (4,060,764) 1106%  $11,816.647 {34.40%)
6/30/20086 $ 42,003,073 $48,704,733 $ (8,701,860) 116.0% $12,5652,065 (63.39%)
613072007 $ 45,146,830 $50,768,851 $ (5,622,021) 1291%  $13,199,5684 (42.59%)
6/30/2008 § 49,153,981 $55,087,230 $ (5,933,249) 113.3%  $14,374,317 (41.28%)

NOTE 8 — RISK MANAGEMENT

The Authority is exposed to various risks of loss related to tort; theft of, damage to and destruction of
assets; errors and omissions, injuries to employees; and natural disasters. The Authority is self-insured
for public liability and property damage up to $250,000 per occurrence. Claims between $250,000 and
$1,000,000 are insured through the California Transit Systems Joint Powers Insurance Authority (CaiTIP),
a joint powers agency {risk sharing pool} established in 1987 to provide an independently managed self-
insurance program for member transit operators. Claims in excess of the pool limit are covered by excess
insurance purchased by CalTIP up to $20 million per occurrence. Specifically, the Authority has the
fallowing forms of coverage through CalTIP:

bodily injury liability,

property damage liability,

public officials errors and omissions liability, and
persenal injury liahility

The purpose of CalTIP is to spread the adverse effect of losses among the member agencies and to
purchase excess insurance as a group, thereby reducing its expense.
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NOTE 8 — RISK MANAGEMENT (Continued)

The Authority makes payments to CalTIP based on actuarial estimates of the amounts needed to pay
prior year and current year claims. The claims liability of $86,095 and $109,565 at June 30, 2011 and
2010, respectively, is based on the requirements of GASB Statement No. 10, Accounting and Financial
Reporting for Risk Financing and Related insurance Issues, for Public Entity Risk Pools and for Entities
Other Than Pools, which requires that a liability for claims be reported if information prior to the issuance
of the financial statements indicates that it is probable that a liability has been incurred at the date of the
financial statements and the amount of the loss can be reasonably estimated. This iiability relates to the
Authority’s self-insured retention for its insurance program.

As of July 1, 2001, the Authority obtained insurance coverage relating to workers’ compensation claims
through the Local Agency Workers” Compensation Excess (LAWCX), a joint powers agency (risk sharing
pool) established in 1992 as a state-wide joint powers authority of 35 members consisting of 22
municipalities, 11 joint powers authorities and 2 special districts. The Authority is self-insured up to
$250,000 per occurrence. Claims between $250,000 and $5,000,000 are covered by LAWCX, The
Authority pays an annual premium to the pool. LAWCX is a member of an excess insurance pool,
California State Association of Counties (CSAC), which provides coverage for claims up to $45 million per
each occurrence,

The Authority makes payments to LAWCX on the actuarial estimates of the amounts needed to pay prior
year and current year claims. The claims liability of $985,497 and $1,078,807 at June 30, 2011 and
2010, respectively, is based on the requirements of GASB Statement No. 10, which requires that a
liability for claims be reported if information prior to the issuance of the financial statements indicates that
it is probable that a liability has been incurred at the date of the financial statements and the amount of
the loss can be reasonably estimated. This liability relates to the Authority's self-insured retention for its
insurance program.

NOTE 9 ~ COMMITMENTS AND CONTINGENCIES

The Authority has received state and federal funds for specific purposes that are subject fo review and
audit by grantor agencies. Although such audits could generate expenditure disallowances under terms
of the grants, the Authority believes that any required reimbursements will not be material.

Additionally, the Authority is involved in various lawsuits, claims and disputes, which for the most part are

normal to the Authority's operations. In the opinion of Authority management, the costs that might be
incurred, if any, would not materially affect the Authority’s financial position or results of operations.

NOTE 10 ~ CASH RESERVE FUNDS

The Authority has designated two cash reserve funds as follows:

Safe Harbor Lease Reserve

The Authority maintains a reserve fund consisting of proceeds from the sale of federal income tax
benefits under the safe harbor lease provisions of the Tax Equity and Fiscal Responsibility Act of 1982,
The funds held are designated by the Authority's Board of Directors as a reserve against future
unanticipated operating and capital funding shortfalls. As of June 30, 2011 and 2010, this fund, including
accrued interest, totaled $1,426,233 and $1,419,015, respectively.

Self-Insurance Reserve

The Authority is self-insured for public liability and property damage up to $250,000 for each occurrence.
For workers’ compensation claims, it is also self-insured up to $250,000 per occurrence. Claims in excess
of this amount are insured. Refer to Note 8 for further description. The Authority has designated a cash
reserve fund to cover anticipated liability and damage claims not covered by insurance. The Authority
reserves for both reported actual and estimated incurred but not reported claims. The reserve for public
liability and property damage as of June 30, 2011 and 2010, totaled $86,095 and $109,565, respectively,
and for the workers’ compensation totaled $985,497 and $1,078,807, respectively.
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NOTE 11 — POST-EMPLOYMENT BENEFITS OTHER THAN PENSION BENEFITS

Flan Description

The Authority’s Healthcare [nsurance Benefits Program is a defined benefit post-employment heaithcare
plan in which retirees are eligible to participate. Benefits are provided through the CalPERS Health
Benefits Program for all administrative employees and transit operators who retire from the Authority at or
after age 50 with at least 5 years of service. As of June 30, 2011, the Authority had 115 retirees, of which
36 participate in the health benefits program. The Authority pays a portion of the cost of health insurance
for retirees under any group plan offered by CalPERS, subject to certain restrictions as determined by the
Authority.

Annual OPEB Cost and Net OPEB Obligation

The Authority’s annual other post-employment benefit (OPEB) cost (expense) is calculated based on the
annual required contribution (ARC) of the employer, an amount actuarially determined in accordance with
the parameters of GASB Statement No. 45, Accounting and Financial Reporting by Employers for Post-
Employment Benefits Other Than Pensions. The ARC represents a level of funding that, if paid on an
ongoing basis, is projected to cover the normal cost each year and amortize any unfunded actuarial
liabilities (or funding excess) over a period not to exceed thirty years. For fiscal year 2010-11, the
Authority’s annual OPEB cost was $233,920. The Authority's annual OPEB cost, the percentage of
annual OPEB cost contributed to the plan, and the net OPEB obligation for the years ended June 30,
2011 and 2010, were as follows:

2011 2010

Annual required contribution 3 234,348 5 234,346
Interest on net OPEB obligation 880 24,558
Adjustments to annual required contribution {1,306) {(36,455)

Annual OPEB cost 233,920 222,447
Contributions made (233,307) (5627,950)
Adjustment to convert from pay-as-you-go to an

irevocable OPEB trust - (300,457)

Change in net OPEB ochligation (asset) : 613 {605,960)
Net OPEB obligation {asset) - beginning of year 11,350 817,310
Net OPERB obligation (asset) - end of year 3 11,963 $ 11,350

During fiscal year 2010, the Authority enabled an irrevocable trust to secure OPEB contributions for
beneficiaries. Due to this change, coupled with prefunding of the trust during the 2010 fiscal year, caused
a positive change in the new OPEB obligation of approximately $300,000.

The District's annual OPEB cost, the percentage of the annual OPEB cost confributed to the plan and the
net OPEB obligation for the fiscal year 2011 and the two preceding years are as follows:

Annual Actual Percentage of Net Ending
Year Ended OPEB Employer Annual OPEB Caost OPEB
June 30, Cost Confributions Contributed Obligation (Asset)
2009 $ 697,048 $ 79,738 11.44% 3 617,310
2010 $ 222447 $ 527,850 237.34% $ 11,350
2011 $ 233920 $ 233307 99.74% 3 11,983
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NOTE 11 - POST-EMPLOYMENT BENEFITS OTHER THAN PENSION BENEFITS (Continued)

Funding Pclicy, Funded Status and Funding Progress

The Authority’s required contribution for 2010-11 was based on fully funded financing requirements. For
fiscal year 2010-11, the Authority contributed $233,307 to the plan.

As of July 1, 2009, the most recent actuarial valuation date, the actuarial accrued liability for benefits was
$4,534,658, of which $4,242,352 was unfunded. The covered payroll {annual payroll of active employees
covered by the plan) was $15,219,990, and the ratio of the unfunded actuarial accrued liability (UAAL) to
covered payroll was 29.79%.

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and
probabilities about the occurrence of future events far into the future. Amounts determined regarding the
funded status of a plan and the annual required contributions of the Authority are subject to continual
revision as actual results are compared with past expectations and new estimates are made about the
future.

The schedule of funding progress presented as required supplementary information following the notes to
the financial statements, will present multiyear trend information that shows whether the actuarial value of
plan assets is increasing or decreasing over time relative to the actuarial accrued liabilities for benefits,

Actuarial Methods and Assumptions

Caleulations of benefits for financial reporting purposes are based on the substantive plan (the plan as
understood by the employer and the plan members) and include the types of benefits provided at the time
of each valuation and the historical pattern of sharing of benefit costs between the employer and plan
members to that point. The actuarial methods and assumptions used are designed to reduce short-term
volatility In actuarial accrued liabilities and the actuarial value of assets, consistent with long-term
perspective of the calculations.

The actuarial assumptions used for rates of employee turnover, retirement and mortality, as well as
economic assumptions regarding healthcare inflation and interest were based on a standard set of
actuarial assumptions modified as appropriate for the Authority. Participation in post-employment
benefits was based on Authority experience. Healthcare inflation rates are based on actuarial analysis of
recent Authority experience and actuarial knowledge of the general healthcare environment. Discount
rates were assumed between 5.0% and 7.75%. Healthcare costs were assumed to decrease by 0% per
year. The Authority’s unfunded actuarial accrued liability is being amortized as a level percentage of
payroll on an open basis over 30 years, The remaining amortization period as of June 30, 2011, was 29
years.

NOTE 12 — TRANSPORTATION DEVELOPMENT ACT COMPLIANCE REQUIREMENTS

The Authority received TDA funds under Article 4 and 4.5 (two subsections: 99260(a) and 99275) of the
TDA for the fiscal years ended June 30, 2011 and 2010, TDA funds received pursuant to these Sections
of the California Public Utilities Code may be used for public transportation services and community
transit services, respectively. According to the underlying TDA allocation instructions issued by the MTC,
eligible costs must be incurred on or before June 30 of the fiscal year for which funds are allocated.
Unused portions must revert back to the Contra Costa County’s Local Transportation Fund (LTF).
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NOTE 12 - TRANSPORTATION DEVELOPMENT ACT COMPLIANCE REQUIREMENTS {(Continued)

A summary of LTF allocations, corresponding expenditures and portion to be returned to the Contra
C_osta County’s LTF as of the fiscal year ended June 30:

2011 2010
LTF Allocations for Public Transportation Sendces:
99260(a) $ 11,281,351 $ 14,007,798
Less: applicable expenses (9,530,534) (11,971,686)
Unused portion to revert back to (balance due from)
Contra Costa County's LTF {Current Yeat) 1,750,817 2,036,112
Prior year unused portion not returned 2,036,112

Total Unused Portion to Revert Back to Contra Costa County's LTF $ 3,786,929 $ 2,036,112

LTF Allocations for Community Transit Senices:
90275 and 99260(A) $ 464,173 $ 615,595
Less: applicable expenses (464,173) (615,595)

Unused portion to revert back to
Contra Costa County's LTF .

Due Back 3,786,929 2,036,112

Due Back (From) MTC -

Net Due Back $ 3,788,929 $ 2,036,112

NOTE 13 - EMPLOYEE BENEFITS - DEFERRED COMPENSATION PLAN

Employees of the Authority may participate in a deferred compensation plan adopted under the provisions
of Internal Revenue Code (IRC) Section 457 (Deferred Compensation Plans with Respect to Service for
State and Local Governments).

The deferred compensation plan is available to all employees of the Authority. Under the plan, employees
may elect to defer a portion of their salaries and avoid paying taxes on the deferred portion until the
withdrawal date. The deferred compensation amount is not available for withdrawal by employees until
termination, retirement, death or unforeseeable em ergency.

The deferred compensation plan is administered by an unrelated financial institution. Under the terms of
IRC Section 457 deferred compensation plan, all deferred compensation and income attributable to the
investment of the deferred compensation amounts held by the financlal institution, until paid or made
available to the employees or beneficiaries, are the property of the employse.

NOTE 14 - FUTURE GOVERNMENTAL ACC-OUNT!NG STANDARDS BOARD STATEMENTS

Recently, the GASB issued several GASB statements as follows:

GASB Statement No. 61 - The Financial Reporting Entity:  Omnibus, an amendment of GASB
Statements No. 14 and No. 34 modifies a number of provisions with regard to reporting of component
units within a financial reporting entity. The Authority has determined that is not applicable to the
Authority's financial statements.
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NOTE 14 - FUTURE GOVERNMENTAL ACCOUNTING STANDARDS BOARD STATEMENTS
{Continued)

GASB Statement No. 62 - Codification of Accounting and Financial Reporting Guidance Contained in
Pre-November 30, 1988, FASBE and AICPA Pronouncements incorporates into the GASB’s authoritative
literature certain accounting and financial reporting guidance that is included in the following
pronouncements issued on or before ‘November 30, 1989, which does not conflict with or contradict
GASB pronouncements: Financial Accounting Standards Board (FASB) Statements and Interpretations,
Accounting Principles Board Opinions, and Accounting Research Bulletins of the American Institute of
Certified Public Accountants’ {AICPA) Committee on Accounting Procedure. The statement is effective
for periods beginning after December 15, 2014,

However, as the statement codifies what is in current practice, there is no net effect on the Authority’s
accounting or financial reporting upon the statement's implementation, unless removing the GASB
Statement No. 20 election to follow FASB statement's not in conflict, in which case “except for removal of
the disclosure of the election made by the Authority to follow FASB, AICPA, and other statements not in
conflict with GASB statements,”

GASB Statement No. 63 - Financial Reporting of Deferred Qutflows of Resotrces, Deferred Inflows of
Resources and Net Position modifies current financial reporting of those elements. The largest change
will be the replacement of the current Statement of Net (Pian if retirement entity) Assets with a Statement
of Net (Plan) Position and a Statement of Changes in Net Position instead of the current Statement of
Changes in (Plan) Net Assets upen implementation for periods beginning after December 15, 2011. The
Authority has determined that is not applicable to the Authority's financial statements.

GASB Statement No, 64 - Derivalive Instruments: Application of Hedge Accounting Termination
Provisions amends current accounting and financial reporting related to terminations of swap agreements
due to default or other termination events. In certain instances where swap counterparties or credit
support providers are replaced, hedge accounting may continue, rather than cease. The provisions of
GASB Statement No. 64 are effective for financial statements beginning after June 15, 2011, As of the
date of the basic financial statements, the Authority has not made an assessment of any changes that will
occur upon this statement's implementation.
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REQUIRED SUPPLEMENTARY INFORMATION



CENTRAL CONTRA COSTA TRANSIT AUTHORITY

SCHEDULE OF FUNDING PROGRESS
POST-EMPLOYMENT BENEFITS OTHER THAN PENSION BENEFITS

JUNE 30, 2011

Actuarial UAAL as a
Actuarial Accrued Unfunded Percentage
Actuarial Value of Liability (AAL) AAL Funded Covered of Covered
Valuation Assets Entry Age (UAAL) Ratio Payroll Payroll
Date (a) (b) {b - a) {a/b) (c) [(b - a)y/c]
7/1/2008 $ $ 10,141,482 510,141,492 0.00%  $15,578,722 65.10%
7/1/2009 $ $ 4,534,658 $ 4,242,352 93.55%  $15,219,990 27.87%
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SUPPLEMENTARY SCHEDULE AND OTHER REPCRTS



CENTRAL CONTRA COSTA TRANSIT AUTHORITY
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
JUNE 30, 2011

Federal Grant

Federal Grantor/Program Title CFDA Number Expenses

U.S. DEPARTMENT OF TRANSPORTATION

Direct Programs:

Federal Transit Administration (FTA)

Rail and Transit Security Grant Program 97.075
Grant 2007-RL-T7-K001 - Transit Security Grant Program $ 242 500
Grant 2006-RL-T6-0001 - Transit Security Grant Program 77,320
Total Rail and Transit Security Grant Program ' 319,820

FTA Capital and Operating Assistance Grants 20.507
Grant CA-96-X036-02 - Operating Preventive Maintenance (ARRA Funds) 810,678
Grant CA-90-Y723-01 - Capital and Operating 36,660
Grant CA-90-Y723-02 - Capital and Operating 997,215
Grant CA-80-Y576-00 - Capital and Operating 16,183
Grant CA-90-Y605-00 - Capital and Operating 73,853
Grant CA-90-Y037-00 - Capital and Operating _ 37,085
Grant CA-90-Y838-00 - Capital and Operating 359,871
Grant CA-90-Y836-01 - Capital and Operating 704,352
Grant CA-80-Y890-01 - Capital and Operating 1,757,609
Grant CA-80-Y268-01 - Capital and Operating 137,164
Grant CA-37-X136-01 - Capital and Operating 126,581
Grant CA-04-0103-01 - Capital and Operating ‘ 394,510
Total Capital and Operating Assistance Grants 5,451,661

Total FTA Grants $ 5,771,481

See accompanying notes to schedule of federal financial assistance.
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CENTRAL CONTRA COSTA TRANSIT AUTHORITY
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
JUNE 30, 2011

NOTE 1 ~ GENERAL
The accompanying Schedule of Expenditures of Federal Awards (SEFA) presents the activity of all

federal financial assistance programs of the Central Contra Costa Transit Authority. Federal financial
assistance is received directly from the FTA and is included on the SEFA.

NOTE 2 ~ BASIS OF ACCOUNTING

The accompanying SEFA has been prepared on the accrual basis of accounting. Federal capital grant
funds are used to purchase property, plant and equipment. Federal grants receivable are included in
capital and operating grants receivable, which also includes receivables from state and local grant
sources.
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INDEPENDENT AUDITOR’S REPORT ON TRANSPORTATION
DEVELOPMENT ACT COMPLIANCE

Te the Board of Directars
Central Contra Costa Transit Authority
Concord, California

We have audited the basic financial statements of the Central Contra Costa Transit
Authority (the Authority) as of and for the fiscal year ended June 30, 2011, and have
issued our report thereon dated December 8, 2011.

We conducted our audit in accordance with auditing standards generally accepted in
the United States of America and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of
the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of
material misstatement.

Compliance with laws, regulations, contracts and grants applicable to the Authority is
the responsibility of the management of the Authority. As part of obtaining reasonable
assurance about whether the financial statements are free of materiai misstatement,
we performed tests of the Authority's compliance with certain provisions of the
Transportation Development Act and the allocation instructions and resolutions of the
Metropolitan Transportation Commission required by Section 6667 of Title 21,
Chapter 3, Subchapter 2, Article 6.5 of the California Code of Regulations. However,
the objective of our audit of the financial statements was not to provide an opinion on
overall compliance with such provisions. Accordingly, we do not express such an
opinion.

The results of our tests disclosed no instances of noncompliance that are required to
be reported under Government Auditing Standards and the Transportation
Development Act,

This report is intended for the information of local, state, and federal governmental
control agencies and the Authority’s Board of Directors and management. However,
this report is a matter of public record and its distribution is not limited.

BROWN ARMSTRONG
ACCOUNTANCY CORPORATION

Bakersfield, California
December 8, 2011
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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 BASIC FINANCIAL STATEMENTS PERFORMED

IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Directors
Central Contra Costa Transit Authority
Concord, California

We have audited the basic financial statements of the Central Contra Costa Transit
Authority (the Authority) as of and for the year ended June 30, 2011, and have issued
our report thereon dated December 8, 2011. We conducted our audit in accordance
with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Authority's internal control
over financial reporting as a basis for designing our auditing procedures for the
purpose of expressing our opinion on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the Authority's internal
control over financial reporting. Accordingly, we do not express an opinion on the
effectiveness of the Authority’s internal control over financial reporting.

A deficiency in internal control exists 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.

Our consideration of internal control over financial reporting was for the limited
purpose described in the first paragraph of this section and was not designed to
identify all deficiencies in internal control over financial reporting that might be
deficiencies, significant deficiencies, or material weaknesses. We did not identify any
deficiencies In internal control over financial reporting that we consider to be material
weaknesses, as defined above,

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Authority’s financial
statements are free of material misstatements, we performed tests of its compliance
with certain provisions of laws, regulations, contracts and grant agreements,
noncempliance 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
noncempliance or other matters that are required to be reported under Government
Auditing Standards.

29



Also as part of our audit, we performed tests of compliance to determine whether certain state bond funds
were received and expended in accordance with the applicable bond act and state accounting
requirements.

In November 2006, California voters passed a bond measure enacting the Highway Safety, Traffic
Reduction, Air Quality and Port Security Bond Act of 2006. Of the $19.925 biilion of state general
obligation bonds authorized, $4 billion was set aside by the State as instructed by statute as the Public
Transportation Modernization, improvement and Service Enhancement Account (PTMISEA). These
funds are available to the California Department of Transportation for intercity rail projects and to transit
operators in California for rehabilitation, safety or modernization improvements, capital service
enhancements or expansions, new capital projects, bus rapid transit improvements or for rolling stock
procurement, rehabilitation or replacements.

During the fiscal year ended June 30, 2011, the Authority applied for and received proceeds of $300,953,
including interest of $8,935 from the State’s PTMISEA account for the purpose of transit fleet
rehabilitation. As of June 30, 2011, PTMISEA funds recelved and expended were verified in the course
of our audit as follows:

Balance — beginning of the year $ 1,984,753
Proceeds received:
PTMISEA ' 67,115
Interest earned 8,935

Expenditures incurred:
Transit center development 597,358

Unexpended proceeds, June 30, 2011 $ 1,463,445

We also noted other matters involving internal control over financial reporting that we have reported to
management of the Authority in a separate letter dated December 8, 2011,

This report is intended solely for the information and use of the Authority’s management, the Board of
Directors, the U.S. Department of Transportation, the Metropolitan Transportation Commission, federal
agencies and the State Controller's Office and is not intended to be and should not be used by anyone
other than these specified parties. However, this report is a matter of public record and its distribution is
not limited.

BROWN ARMSTRONG
ACCOUNTANCY CORPORATION

Bakersfield, California
December 8, 2011
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH REQUIREMENTS
THAT COULD HAVE A DIRECT AND MATERIAL. EFFECT ON EACH MAJOR
PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE IN
ACCORDANCE WITH OMB CIRCULAR A-133

To the Board of Directors
Central Contra Costa Transit Authority
Concord, California

Compliance

We have audited the Central Contra Costa Transit Authority's (the Authority)
compliance with the types of compliance requirements described in the U.S, Office of
Management and Budgst (OMB) Circufar A-133 Compliance Supplement that could
have a direct and material effect on each of the Authority’s major federal programs
for the year ended June 30, 2011. The Authority's major federal programs are
identified in the summary of auditor's result section of the accompanying schedule of
findings and questioned costs. Compliance with the requirements of laws,
regulations, contracts and grants applicable to each of its major federal programs is
the responsibility of the Authority's management. Qur respaonsibility is to express an
opinion on the Authority's compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards
generally accepted in the United States of America; the standards applicable to
financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States; and OMB Circular A-133, Audits of States,
Local Governments, and Non-Profif Organizations. Those standards and OMB
Circular A-133 require that we plan and perform the audit to obtain reasonable
assurance about whether noncompliance with the types 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
Authority'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 oplnion. Our audit does nof provide a legal
determination on the Authority’s compliance with those requirements,

In our opinion, the Authority complied, in all material respects, with the 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, 2011. However, the results of our
auditing procedures disclosed c©ne Instance of noncompliance with those
requirements, which is required to be reported in accordance with OMB Circular A-
133 and which is described in the accompany schedule of findings and questioned
costs as item 2011-1,
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Internal Control Over Compliance

The management of the Authority is responsible for establishing and malntalnmg effective internal control
over compliance with requirements of laws, regulafions, contracts and grants applicable to federal
programs. In planning and performing our audit, we considered the Authority’s internal control over
compliance with requirements that could have a direct and material effect on a major federal program in
order to determine our auditing procedures for the purpose of expressing our opinion on compliance and
to test and report on internal contro! over compliance in accordance with OMB Circular A-133, but not for
the purpose of expressing an opinion on the effectiveness of internal control over compliance.
Accordingly, we do not express an opinicn on the effectiveness of the Authority's internal control over
compliance.

A deficiency in internal confrol 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 compliance requirement of a
federal program on a timely bhasis. A material weakness in infernal confrol over compliance is a
deficiency, or combination of deficiencies, in internal 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.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be significant deficiencies or material weaknesses. We did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses, as defined
above.

The Authority's response to the finding identified in our audit is described in the accompanying schedule
of findings and questioned costs. We did not audit the Authority's response and, accordingly, we express
no opinion on the response.

Schedule of Expenditures of Federal Awards

We have audited the financial statements of the Authority, as of and for the year ended June 30, 2011,
and have issued our report therean dated December 8, 2011, Our audit was performed for the purpose of
forming an opinion on the financial statements taken as a whole. The accompanying supplemental
schedule of expenditures of federal awards is presented for purposes of additional analysis as required
by U.8. Office of Management and Budget Circular A-133, and is not a required part of the financial
statements of the Authority. Such information has been subjected to the auditing procedures applied in
the audit of the financial statements and, in our opinion, is fairly stated, in all material respects, in relation
fo the financial statements taken as a whole.

This report is intended for the information of the Authority’'s management, the Board of Directors, the U.S,
Department of Transportation, the Metropalitan Transportation Commission, federal agencies and the
State Controller’s Office. However, this report is a matter of public record and its distribution is not limited.

BROWN ARMSTRONG
ACCOUNTANCY CORPORATION

Bakersfield, California
December 8, 2011
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FINDINGS AND QUESTIONED COSTS SECTION



CENTRAL CONTRA COSTA TRANSIT AUTHORITY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

JUNE 30, 2011

Section | — Summary of Auditor's Results

Financial Statements

Type of auditor's report issued:
Internal control over financial reporting:
Material weaknesses identified?

Deficiencies and significant deficiencies identified
not considered to be material weaknesses?

Noncompliance material to financial statements noted?
Federal Awards

Internal control over major programs;

Material weaknesses identified?

Deficiencies and significant deficiencies identified
not considered to be material weaknesses?

Type of auditor's report issued on compliance for
major programs:

Any audit findings disclosed that are required to be
reported in accordance with OMB Circular A-133,
Section §10(a)?

Identification of major programs

CFEDA Numbers

CFDA Number 20.507
CFDA Number 97.075
Dollar threshold used to distinguish between Type A and

Type B programs:

Auditee qualified as low-risk auditee?
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Unqualified

No

No

No

No
No

‘Ungualified
Yes, see item 2011-1

Name of Federal Program or Cluster

Capital and Operating Assistance
Formula Grants

Rail and Transit Security Grant
Program

$300,000

No



Section Il — Financial Statement Audit Findings and Questioned Costs

None.

Section lll — Federal Awards Findings and Questioned Costs

Finding 2011-1 — Quarterly Narrative Reports

Criteria

Proper review by another individual is essential to ensure Quartetly Narrative Reports are accurate.
Condition

During our review of the Quarterly Narrative Reports, we noted two grants contained adjustments due
to prior errors in reporting. Upon inquiry, we noted the reports are not reviewed or approved by an
individual other than the preparer prior to submission.

Effect

Adjustments due to pre(;ious errors are causing an overstatement in the current year Quarterly
Narrative Reports.

Cause
Lack of review by an individual independent of preparation.

Recommendation

The Authority should implement a procedure for a second responsible individual to review and
approve quarterly reports to ensure proper input by the preparer.

Management Response

The Quarterly Narrative Reports will be reviewed in the future.

Section [V — Summary of Prior Audit (June 30, 2010} Findings and Current Year Status

Finding 2010-1 — Quarterly Narrative Reports

Criteria

Proper review by ancther individual is essential to ensure Quarterly Narrative Reports are accurate.
Condition

During our review of the Quarterly Narrative Reports, we noted one of the quarterly reports contained
an error due to a rejected drawdown request. Upon inquiry, we noted the reports are not reviewed or
approved by an individual other than the preparer prior to submission.

Effect

Echo claim was entered twice causing an overstatement in the Quarterly Narrative Report of
approximately $3 million.
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Cause
l.ack of review by an individual independent of preparation.

Recommendation

The Authority should implement a procedure for a second responsible individual to review and
approve quarterly reports to ensure proper input by the preparer.

Management Response

The Grants and Procurement Manager prepares quarterly reports for a total of 8 open federal grants.
On one quarterly report, he reported more federal expenditures than actually occurred. This error was
due to including a rejected drawdown request; when notified of the rejection, he successfully drew
down the funds. The error could have been eliminated if he had simply written "rejected” on the
original request so it wouldn't have been included in the quarterly report total.

When this was discovered, the FTA was notified and we were told simply to adjust the amount on the
next guarterly report. '

The Authorily believes that this was an unusual occurrence. It has not happened in the past nor is it
likely to happen in the future. Furthermore, the best person to catch a mistake is the person most
familiar with the federal programs.

The Grants and Procurement Manager will be more diligent in the future in preparing the quarterly
reports.

Current Year Status

' Nothing implemented.
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Agenda Ttem # 7

ﬂwCoCbnnection

To: Administration and Finance Committee Date: December 27, 2011
From: Anne Muzgini, Director of Planning and Marketinngw\
Reviewed By: i

SUBJECT: Fare Increase Timing

SUMMARY OF ISSUES:  CCCTA is due for a fare increase in the next year or two in
order to keep up with inflation and maintain the farebox
recovery ratio. Some of the budget projections developed in
the past year have assumed the increase will occur in FY
2011-12. The short range transit plan shows a fare increase
in FY 2012-13 that would increase the average fare from
$1.29 to $1.35 per passenger and generate $200,000
additional revenue.

For several reasons staff recommends that there not be a
fare increase this year (FY 11-12);
» Ridership remains flat and a fare increase will
reduce ridership further
¢ Due to cost containment measures the farebox
recovery ratio actually went up from FY 2009/10 to
2010/11 (17.2% to 17.3%)
» Implementation of Clipper at CCCTA is projected to
be in 18 to 24 months away and changes to multi
ride fare instruments are a likely result, Bundling a
fare increase with changes to the multi ride fare
instruments is logical.

RECOMMENDATIONS: Staff recommends that the Committee defer consideration of
a fare increase for another year.

FINANCIAL IMPLICATIONS: A fare increase is projected to generate $200,000 a year
if there is no drop in ridership.

OPTIONS: 1. Support staff recommendation
2, Other action as determined by the Committee




Agenda Item # 8

December 27, 2011

TO: ADMINISTRATION AND FINANCE COMMITTEE
FROM: KATHY CASENAVE, DIRECTOR OF FINANC@ REVIEWED: M

SUBJECT:  REVISED 5 YEAR FORECAST- TWO SCENARIOS

The attached REVISED forecasts are submitted for your review. Because of the unpredictability of the
revenues, staff is presenting a 5 year revised forecast rather than a 10 year revised forecast.

Both forecasts incorporate the following changes from the June 2011 forecast:

Actual FY 2011 Revenue and Expenses.

+$ 447,000 FY 2011 TDA revenue was more than projected in June forecast,
+$ 159,000 Other FY 2011 revenue was more than projected.

+$1,200,000 FY 2011 expenses were less than projected. The largest variances were workers
compensation expense, which was $568k under budget and Paratransit purchased
transportation, which was $416,000 under budget.

+$1,806,000 Increase in TDA reserve due to FY 2011 actuals

FY 2012 Changes.

+$1,011,000 Federal preventive maintenance revenue. The closeout of an old federal grant and additional
federal revenue available from FY 2011 grant will be used for operations. This supplants
TDA revenue that was earmarked for operations.

+$ 238,000 FY 2012 TDA revenue is projected to be at least the same as FY 2011,

+$ 903,000 Reduction in estimated expenses- $550,000 for contingency and most of the balance is a
lower estimate in Paratransit purchased transportation expense.

~§ 255,000 Reduction in other revenues, mainly Life Line grants.

-$ 920,000 TDA revenue to be used for FY 2012 capital projects. The additional federal preventive
maintenance revenue freed up operational revenue.,

+ 977,000 Increase in TDA reserve due to revised FY 2012 estimates

$2,783,000 Total Increase in TDA reserve due to changes in FY 2011 & FY 2012



Changes in the out years for both scenarios-

» The OPEB trust annual contribution has been increased by $100,000 for each year. A new actuarial
study is being prepared but is not complete.

» PERS employer rate has been decreased due to projections in the October 2011 actuarial report. The
rates for FY 2014-FY 2016 are estimated to be 5.5%, 5.9% & 6.8%, if the investment rate of return is
2.93%. The prior rates in the forecast were 8.3%, 8.6% & 8.9%.

» Fare increases have been delayed for one year; they are now slated for FYs 2014 and 2017. In a
separate memo the Director of Planning and Marketing estimates that the loss of revenue for FY 2013
would be about $200,000.

The differences in the two revised forecasts:

SCENARIO 1-

The Contra Costa Transportation Authority revised its Measure J Strategic Plan in July 2011. The projections
for sales tax growth for the next five years were reduced- 2.01% in FY 2012, 3.02% for FY 2013-FY 2015, and
4.03% in FY 2016. These growth rates are used for TDA revenue and Measure J revenue in the Scenario 1
forecast.

Modest increases in wages occur in the out years, but no change from the June forecast.
The TDA reserve is projected to be $278,000 at the end of FY 20186.

SCENARIO 2-

No revenue growth in TDA, STA and Measure J.

No wages increases,

The TDA reserve goes negative at the end of FY 2015 by $673,000 and $5.6 million at the end of FY 2016.

ACTION REQUESTED:

Staff requests that the revised forecasts and staff memo be included in the Board of Directors packet and that
the Committee make a recommendation to the Board regarding the fare increase scheduled for the Summer of
2012.
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Agenda Ttem # 9

meCounty Connection

"TO: A&F Committee DATE: November 23, 2011
FROM: Rick Ramacier %&9 : SUBJECT: Travel Policy
General Manager
Background

For many years, CCCTA has had a board travel policy that allows for each board member o
travel to one out of state transit conference and to travel to one in state trausit conference each
fiscal year. The policy for staff travel has been for staff to travel when it is deemed necessary or
clearly beneficial to CCCTA under the direction of the General Manager. Staff travel has also
been controlled by the budget.

In fate 2008, the board discussed updating the board travel policy in response to CCCTA’s
financial situation. As a result, the board decided to limit board travel through the budget, Thus,
in fiscal year 2009, fiscal year 2010, and fiscal year 2011, the budget allowed only three toial
CCCTA trips by board members in each of those fiscal years,

For FY 2012, the board decided o provide a budget for up to five board members to during the
fiscal year, This was to accommodate travel to the very valuable and useful triennial APTA
Expo. Typically, board attendance at the triennial APTA Expo is highet than at other transit
conferences. Since Bxpo is only every three years, it was believed to be a sound decision to
budget for more board members to aftend, :

Thus, in FY12 CCCTA b'udgeted $10,000 for board travel as opposed to $2,000 in FY09, FY1o,
and, FY11. I anticipate that we will budget $2,000 for beard iravel in FY13 as it is not an Expo
year,

In terms of'an attendance controller, the budget has proven to be effective us a total of four board
member attendees went to 4 total of five conferences - less than one per conference between
November 2008 and September 2011,

Staff travel in recent years has been budgeted at $20,000 annually, A number of CCCTA staff
serve on the boards and committees of both state and Federal transit associations in critioal
capacities, This necessitales their travel, Also, much of staff travel facilitates important training
and staff improvement that is critical to our success. Staff does not travel on behalf of COCTA
unless a direct benefit(s) to CCCTA can be shown.



Travel Policy Update

Staff believes that controlling board and staff travel has been latgely effective through the
budget, While concern has been raised regarding the number of board members who attended the
recent triennial APTA Expo in New Orleans, it should be noted that the total number of board
member trips over the past three years is nine, Moreover, having an appropriate number of board
members attend the triennial APTA Expo is both & proven value to both the individual board
member as well as CCCTA.

There are ways to tighten the application of the board travel policy through budget by doing the
following; ' _

* Setthe amount of money to be made available for board travel for the coming fiscal
year in the initial draft budget for that fiscaf year.

* Have that noted by the Boatrd of Directors prior to budget adoption,

* Maintain the board travel budget at relatively low levels with a modest and justified
increase In Expo years or when it is determined that additional board members should
g0 to Washington DC to address explicate and significant federal concerns affecting
CCCTA,

* Have the Board Chair - working with the Board Clerk — determine how many board
members can travel to certaln conferences based on the available budget. Attendees to
be selected on a first come, first serve basis.

* The first come, first serve basls will be processed by the Board Clerk.

* The Board Chair and the Vice Chalr will have first call to attend any conference that
CCCTA deems as important and appropriate for board member attendance.

Another alternate approach is to cap the number of board members that can attend anyone
conference, If this approach is used, the number could be set by conference type. For example,
CCCTA could set a policy that only X number of board members can travel to the annual APTA
Legislative Conference, while Y number can go to the APTA Anmual Conference, and Z can go
to the triennial APTA Expo. This approach though is less flexible than & budget based process.

Action Requested
At this time, staff is not yet making a formal recommendation, We seek to receive your feedback

and discussion of this topic at your meeting on December 2™, Afterwards, staff will develop a
specitic proposal if desired.



Agernda Item # 10

meCounty Connection

TO: A & F Committee DATE: November 29, 2011

FROM: Rick Ramacier %
General Manage

SUBJECT: CCCTA Investment Policy — Quarterly Reporting Requirement

Attached please find CCCTA’s Quarterly Investment Policy Reporting Statement for the quarter
ending September30, 2011.

This certifies that the portfolio complies with the CCCTA Investment Policy and that CCCTA
has the ability to meet the pool’s expenditure requirements (cash flow) for the next six (6)
months.
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Agenda Ttem # 11

meCounty Connection

TO: A&F DATE: December 27, 2011

FROM: Rick Ramacier, General Manager /Z;/;.

SUBJECT; Small Claims Representation

Background: For several years, we have authorized York Insurance Service
Group, Inc (formerly Bragg & Associates) to represent CCCTA in
three Small Claims Courts within Contra Costa County (Mt, Diablo
Judicial District, Walnut Creek-Danville Judicial District and Delta
Judicial District). The Courts require that the Board of Directors
pass a new resolution each year to allow this representation to
continue,

Recomumendation: The Administration and Finance Committee recommends that we
authorize York Insurance Service Group, Inc to continue to represent
CCCTA in small claims actions

Action Requested: Recommend the Board of Directors adopt Resolutions which appoint
York Insurance Service Group, Inc to represent CCCTA in small
claims actions in the Year 2012.

SPECIAL NOTE: Taking this action in no way precludes County Connection from
taking further action to hire a different Claims Adjuster (including
one that would represent us in Small Claims Court), at anytime
during the course of the year.




