(bunty (bnnection

INTER OFFICE MEMO

Agenda Item 7.a.1.

To: Board of Directors Date: December 10, 2013

From: Kathy Casenave, Director of Finance Reviewed by:

SUBJECT: FY 2013 Financial Audit

Summary of Issues:

The audit for FY 2013 has been completed and enclosed for your review. The letter on Pages 1-2 is
an unqualified opinion.

The Statement of Net Position (Balance Sheet) of the audit report is on Page 7. Some differences
between June 30, 2012 and June 30, 2011:

a Cash increased by $3.6 million, but mainly due to deferred bond revenue (a current liability).
The cash received is for approved capital projects that will be started in the next fiscal year.

a Capital Assets (Net) increased by $852,274. More detail is included in Note 5 on Page 19. The
Authority purchased over $6 million in capital assets, mainly revenue vehicles.

Other information:

Page 30-32- Letters from the auditor regarding testing for compliance with TDA laws and internal
control based on standards contained in Government Auditing Standards issued by the Comptroller
General of the United States. The results of the tests disclosed no instances of noncompliance or
material weaknesses.

Page 33-36- Letter from the auditor on compliance with requirements of the Office of Management
and Budget (OMB) Circular A-133. There are no current year findings or questioned costs.

Other Letters:

e Letter to the Audit Committee of agreed upon findings that are designed to increase internal
controls and efficiency. The auditors made no current year recommendations.

e Letter to the Board of Directors with regard to data reported to the Federal Transportation
Administration in the annual National Transit Database (NTD) report stating that data
submitted in the report conformed to FTA requirements.

o Letter to the Audit Committee noting that all significant transactions have been recognized in
the financial statements in the proper period.

Recommendation:

The Administration and Finance Committee recommends that the Board approve the FY 2013 audit
report prepared by Brown Armstrong Accountancy Corporation as submitted.

The audit report is attached.
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INDEPENDENT AUDITOR’S REPORT

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

Report on the Financial Statements

We have audited the accompanying basic financial statements of the Central Contra
Costa Transit Authority (the Authority), as of and for the years ended June 30, 2013
and 2012, and the related notes to the financial statements, which collectively
comprise the Authority's basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these
financial statements in accordance with accounting principles generally accepted in
the United States of America; this includes the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of
financial statements that are free from material misstatement, whether due to fraud or
error,

Auditor's Responsibility

Our responsibility is fo express an opinicn on these financial statements based on
our audits. We conducted our audits 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.

An audit involves performing procedures to obtain audit evidence about the amounts
and disclosures in the financial statements. The procedures selected depend on the
auditor's judgment, including the assessment of the risks of material misstatement of
the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the Authority's
preparation and fair presentation of the financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Authority's internal control.
Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinions.



Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the Authority as of June 30, 2013 and 2012, and the respective changes in
financial position, and, where applicable, cash flows thereof for the years then ended in accordance with
accounting principles generally accepted in the United States of America.

Emphasis of Matter

As discussed in Note 1 to the financial statements, during the year ended June 30, 2013, the Authority
implemented Governmental Accounting Standards Board (GASB) Statement No. 63, Financial Reporting
of Deferred Outflows of Resources, Deferred Inflows of Resources, and Net Position. Our opinion is not
modified with respect to the maiter.

Other Matters

Required Supplementary information

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis and required supplementary information, as listed in the table of contents, be
presented to supplement the basic financial statements. Such information, although neot a part of the basic
financial statements, is required by the Governmental Accounting Standards Board who considers it to be
an essential part of financial reporting for placing the basic financial 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 inquiries of management about the methods of preparing the information
and comparing the information for consistency with management's responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic 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.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements of the Authority
that collectively comprise the Authority's basic financial statements, The supplemental schedule is
presented for purposes of additional analysis as required by U.S. Office of Management and Budget
Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, and is not a required
part of the financial statements.

The supplementat schedule is the responsibility of management and was derived from and relates directly
to the underiying accounting and other records used to prepare the financial statements. Such information
has been subjected to the auditing procedures applied in the audit of the financial statements and certain
additionaf procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used in the financial statements or to the financial statements themselves,
and other additional procedures in accordance with auditing standards generally accepted in the United
States of America. In our opinion, the information is fairly stated in all material respects in relation to the
financial statements as a whole.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated

2013, an our consideration of the Authority’s internal control over financial reporting and on our tests of lts
comphance 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 in considering the Authority's internal control over
financial reporting and compliance.

BROWN ARMSTRONG
ACCOUNTANCY CORPORATION

Bakersfield, California
, 2013



CENTRAL CONTRA COSTA TRANSIT AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS

JUNE 30, 2013 AND 2012 E}g@&gﬁi‘f"g‘

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 Position, (2) the Statements
of Revenues, Expenses, and Changes in Net Position, 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 are presented using the direct method and include a recongiliation 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.



Financial Highlights

» Operating revenues were $5,119,368, while operating expenses were $36,111,28
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2. The Authority is

able to cover its operating expenses through operating revenue and federal, state, and local grants.

Statement of Net Position

A comparison of the Authority's Statements of Net Position as of June

30, 2013, 2012, and 2011 is as

follows:
2013 to 2012 2012 to 2011
Increase/Decrease Increase/Decrease
2013 2012 2011 Amount % Amount %

Current assets $ 16,966,479 $ 13,102,958 $ 10,781,966 § 3,863,521 29.49% $ 2,320,992 21.53%
Noncurrent assets -

capitai assets, net 35,136,653 34,284,379 35,103,878 852,274 2.49% (819,480) -2.33%
Total assets $ 52,103,132 $ 47,387,337 $ 45885844 § 4,715,795 9.95% $ 1,501,493 3.27%
Current liabilities $ 14,792,647 $ 11,238,678 § 8797677 $ 3,553,969 31.62% $ 244100 27.75%
Noncurrent liabilities 809,934 353,232 493 523 256,702 72.67% (140,291)  -28.43%
Total liabilities $ 15402581 $ 11,591,910 $ 9291200 $ 3,810,671 32.87% $ 2,300,710 24.76%
Net position
Net investment in

capital assets $ 35,136,653 § 34,284,379 $ 35,103,878 $ 852,274 249% $  (819,499) -2.33%
Unrestricted net position 1,563,898 1,511,048 1,490,766 52,850 3.50% 20,282 1.36%
Total net position $ 36,700,651 § 35,795,427 § 36,504,644 $ 905,124 253% $  (799.217) -2.18%
The Authority’s increase in net position was mainly due to the increase in capital grants for the purchase
of capital assets.
Statement of Revenues, Expenses, and Changes in Net Position
A summary of the Authority's Statements of Revenues, Expenses, and Changes in Net Position for fiscal
years 2013, 2012, and 2011 is as follows:

2013 to 2012 2012 to 2011
Increase/Decrease Increase/Decrease
2013 2012 2011 Amount % Amount Y%

Operating revenues $ 5119368 $ 4990481 $ 4717192 § 128,887 258% $ 273,289 5.79%
Operating expenses (36,111,282}  (35,029,344)  (34,011,443) 1,081,938 -3.09% 1,017,901 -2.99%
Operating loss (30,991,914)  (30,038,863)  (29,294,251) (953,051) 3.17% (744,612) 2.54%
Nonoperating revenues 25,678,509 24,885,078 24,707,300 793,521 3.19% 177,778 0.72%
Capital contributions 8,218,439 4,354 568 2,380,940 1,863,871 42.80% 1,073,628 82.89%
Increase (decrease)

in net position $ 905124 $ (799,217) S (2,206011) $ 1,704,341  -213.25% § 1,406,794 63.77%

The largest revenue category listed on the Statements of Revenues, Expenses, and Changes in Net
Position is state and local operating assistance (72% in 2013, 68% in 2012). Most of this revenue is
provided under the Transportation Deveiopment 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-four percent (54%) 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 (decreases), change from prior year:

2013 to 2012 2012 to 2011

Increase/ Increasef

2013 2012 2011 Decrease Decrease
Passenger revenue $ 4,053,747 $ 4,040,761 $§ 3,888,089 % 12,986 § 152,672
Special transit fares 1,065,621 949,720 826,103 115,901 120,617
Federal operating assistance 2,698,912 3,939,169 4,003,292 {1,239,257) (64,123)
State and local operating assistance 22,293,230 20,280,117 20,060,073 2,013,113 220,044

Capital Assets

As of the end of fiscal year 2013, the Authority’s capital assets, before accumulated depreciation,
increased by $1,230,600.

Details of the capital assets, net of accumulated depreciation as of June 30, 2013, 2012, and 2011 are as
follows:

2013 to 2012 2012 to 2011

Increase/(Decrease) Increase/(Decrease)

2013 2012 2011 Amount % Amount %
l.and and land improvements $ 4800360 $ 4792211 $ 4,792,211 § 8,149 0.17% $ - 0.00%
Construction in process 306,661 306,661 247,748 - 0.00% 58,913 23.78%

Shop, office, other equipment,

and service vehicles 4,506,212 6,263,056 6,222,023 (1,756,844) -28.06% 41,033 0.66%
Buildings and structures 15,841,528 15,589,188 15,429,788 242,339 1.55% 169,401 1.10%
Revenue vehicles 53,324,299 50,587,343 52,150,118 2,736,956 5.41% {1,562,776) -3.00%
Total 78,779,060 77,648,460 78,841,889 1,230,600 1.59% (1,293,429) -1.64%
Less accumulated depreciation {43,642,407) (43,264,081) (43,738,011) {378,326) -0.87% 473,930 1.08%
Net total $ 35,136,653 § 34284379 § 35103878 % 852,274 249% § (§19,499) -2.33%

Long-Term Debt

At June 30, 2013, the Authority's long-term debt balance was $1,171,425 which consisted of other post-
employment benefits other than pension benefits and self insurance liabilities. Please refer to Note 12 in
the notes to the financial statements for further details.

Overall Financial Condition

Due to a decrease in sales tax revenug, the state budget 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 that continued
during the year and a fare increase. The Authority does not anticipate a need for either a service
reduction or fare increase in fiscal year 2014.

Contacting the Authority’s Financial Management

The Authority’s financial report is designed to provide the Authority'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 received. For
additional information about this report, please contact Katherine Casenave, Director of Finance, at 2477
Arnold Industrial Way, Concord, California 94520.



CENTRAL CONTRA COSTA TRANSIT AUTHORITY
STATEMENTS OF NET POSITION

JUNE 30, 2013 AND 2012

ASSETS

Current Assets
Cash and cash equivalents (Note 2)
Capital and operating grants receivable
Materials and supplies
Other receivables, net of allowance $(15,860) and $(16,960)
Prepaid expenses and other assets

Total Current Assets
Capital Assets, Net (Note 5)

TOTAL ASSETS

LIABILITIES AND NET POSITION

Current Liabilities
Accounts payable
Due to other government, TDA payable (Note 12)
Deferred revenue grants
Deferred revenue PTMISEA (Note 6)
Compensated absences
Other accrued liabilities
Self-insurance liabilities (Note 8)
Total Current Liabilities

Long-Term Liabilities
Compensated absences
Self-insurance liabilities (Note 8)
Other post-employment benefits liability (Note 11)
Total Long-Term Liabilities
TOTAL LIABILITIES
Net Position
Net investment in capital assets
Unrestricted

TOTAL NET POSITION

TOTAL LIABILITIES AND NET POSITION

DRA

2013 2012

$ 12,903,879 $ 9,306,487
2,390,780 2,363,209
924,101 732,715
721,824 690,132
25,895 10,325
16,966,479 13,102,958
35,136,653 34,284,379
$ 52103132 $ 47,387,337
$ 1564462 $ 1,424,325
3,271,863 3,324,155
203,066 234,425
7,221,887 3,678,735
947,500 942,123
715,340 688,048
868,529 946,867
14,792,647 11,038,678
307,038 191,177
149,687 158,846
153,209 3,209
609,934 353,232
15,402,581 11,591,910
35,136,653 34,284,379
1,563,898 1,511,048
36,700,551 35,795,427
$ 52103132 $ 47,387,337

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 POSITI

FOR THE FISCAL YEARS ENDED JUNE 30, 2013 AND 2012

Operating Revenues
Passenger fares
Special transit fares

Total Operating Revenues

Operating Expenses
Salaries and benefits
Materials and supplies
Services
Purchased transportation
insurance
Other
Utilities
Taxes
Leases and rentals
Depreciation

Total Operating Expenses
Operating Loss
Nonoperating Revenues
Federal operating assistance
State and local operating assistance
Advertising revenue
Interest income
Other revenue
Gain on sale of capital assets
Total Nonoperating Revenues
Net Loss Before Capital Contributions

Capital Contributions
Grants restricted for capital expenditures {Note 3)

Increase (Decrease) in Net Position
Total Net Position, Beginning of Year

Total Net Position, End of Year

The accompanying notes are an integral part of these financial statements.
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2013 2012
4,053,747 4,040,761
1,065,621 949,720
5,119,368 4,990,481
19,427,193 18,832,831
3,137,777 3,206,531
1,849,138 1,573,363
5,071,559 5,191,808
381,485 415,417
312,151 113,187
304,463 233,889
319,107 293,854
38,175 35,977
5,270,234 5,132 487
36,111,282 35,029,344
(30,991,914) (30,038,863)
2,699,912 3,939,169
22,293,230 20,280,117
574,912 537,546
16,340 14,988
85,865 100,627
8,340 12,631
25,678,599 24,885,078
(5,313,315) (5,153,785)
6,218,439 4,354,568
905,124 (799,217)
35,795,427 36,594,644
$ 36,700,551 § 35795427




CENTRAL CONTRA COSTA TRANSIT AUTHORITY
STATEMENTS OF CASH FLOWS
FOR THE FISCAL YEARS ENDED JUNE 30, 2013 AND 2012

2013 2012

CASH FLOWS FROM OPERATING ACTIVITIES

Receipts from customers $ 5087676 $ 4,960,098

Payments to employees (salaries and benefits) (19,216,180} {18,890,399)

Payments to suppliers (11,480,674) {10,239,208)
Net Cash Used by Operating Activities (25,609,158) {24,169 ,509)
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Federal operating grants 2,699,912 3,939,169

State and local operating grants ' 22,240,938 19,817,343

Other noncapital revenue 660,777 638,173
Net Cash Provided by Nencapital Financing Activities 25,601,627 24,394 685
CASH FLOWS FROM CAPITAL AND RELATED

FINANCING ACTIVITIES

Proceeds from sale of property and equipment 50,100 33,926

Capital grants received 9,756,922 6,428,517

Expenditures for capital asset purchases {6,218,439) {4,354 ,568)
Net Cash Flows Provided by Capital and Related

Financing Activities 3,588,583 2,107,875
CASH FLOWS FROM INVESTING ACTIVITIES

Interest on investments 16,340 14,988
Net Increase in Cash and Cash Equivalents 3,597,392 2,348,039
Cash and Cash Equivalents, Beginning of Year 9,306,487 6,958,448
Cash and Cash Equivalents, End of Year $ 12903,879 $ 9,306,487

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, 2013 AND 2012

Operating l.oss
Adjustments to Reconcile Operating Loss to
Net Cash Used by Operating Activities:
Depreciation
Changes in assets and liabilities:
{Increase) in receivables
(Increase) Decrease in materials and supplies
(Increase) Decrease in prepaid expenses
Increase in accounts payable
Increase (Decrease) in other liabilities and
compensated absences

Net Cash Used by Operating Activities

2013 2012

$ (30,991,914) § (30,038,863)

5,270,234 5,132,487
(31,692) (30,383)
(191,386) 47,537
(15,570) 171,813
140,137 605,468
211,033 (57,568)

$ (25,609,158) _$ (24,169,509)

The accompanying notes are an integral part of these financial statements.
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CENTRAL CONTRA COSTA TRANSIT AUTHORITY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2013 AND 2012

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Central Contra Costa Transit Authority (the Authority) 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 Autherity 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 governmental 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 they 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 had 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 (loss) resulting in an increase in net revenue of
$6,218,439 and $4,354,568 for the fiscal years ended June 30, 2013 and 2012, respectively.

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

Net Position

Net position represents the residual interest in the Authority's assets after liabilities are deducted. Net
position is presented in three broad components: invested in capital assets, net of related debt;
restricted; and unrestricted. Net position invested in capital assets, net of related debt includes
capital assets net of accumulated depreciation and outstanding principal balances of debt attributable
to the acquisition, construction or improvement of those assets. Net position is restricted when
constraints are imposed by third parties or by iaw through constitutional provisions or enabling
legislation. All other net position is unrestricted.

When both restricted and unrestricted resources are available for use, it is the Authority’s policy to
use restricted resources first, followed by unrestricted resources as they are needed.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
A

Basis of Accounting and Presentation (Continued)

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 the 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, 2013 and 2012, the Authority considered all of its cash and investments fo 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 position —
invested in capital assets, net of related debt after being charged to operations.

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 before it has legal claim to them.

12



NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
G.

Seli-Insurance Liabilities

The Authority is self-insured for public liability and property damage for the first $250,000 for each
occurrence. Claims between $250,000 and $1,000,000 are insured through a compensation pool 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.

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 cutlay are not formally recognized in the accounts until the
grant becomes a valid receivable as a result of the Authority’s complying with appropriate grant
reguirements.

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 Ieave., 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 coliected in that county.
TDA funds are apportioned, allocated, and paid in accordance with allocation instructions from the
Metropolitan Transportation Commission to the Authority for specific transportation purposes.

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 FTA within the U.S. Department of
Transportation to assist local transportation needs.

Bay Area Air Quality Management District (Assembly Bill (AB} 434 Funds)
This is a federal grant program, passed through the California Department of Transportation, fo

reduce highway congestion and improve air quality. The program provides for matching requirements
of 88.53% federal funding and 11.47% state funding.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued)

K. Funding Sources/Programs (Continued)

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 [~ 2013, which is the date the financial
statements were available to be issued.

M. Implementation of New Accounting Pronouncements

The Authority adopted GASB Statement No. 63, Financial Reporting of Deferred Outflows of
Resources, Deferred Inflows of Resources, and Net Position, effective June 30, 2013. This caused
the names of the Authority's Basic Financial Statements to change; thus, they are now referred to as
the Statements of Net Position and the Statements of Revenues, Expenses, and Changes in Net
Pasition.

During the year, the Authority was also required to implement several standards that were

implemented with no effect on the financial statements:

Statement No. 60

Statement No. 61

Statement No. 52

Statement No. 64

Statement No. 66

N. Reclassifications

Accounting and Financial
Reporting for Service Concession
Arrangements

The Financial Reporting Entity:
Omnibus — an amendment of GASB
Statements No. 14 and No. 34

Codification of Accounting and
Financial  Reporting  Guidance
Contained in Pre-November 30,
1989 FASB and AICPA
Pronouncements

Derivative Instruments: Application
of Hedge Accounting Termination
Provisions — an amendment of
GASB Statement No. 53

Technical Corrections — 2012 — an
amendment of GASE Statements
No. 10 and No. 62

Improves financial reporting by
addressing issues related to service
concession arrangements.

Clarifies the reporting of equity interest in
legally separate organizations and
requires primary government to report its
equity interest in a component unit as an
assef,

Improves financial reporting by
contributing to GASB’s efforts to codify all
sources of generally accepted accounting
principles for state and locai governments
so that they derive from a single source.

Clarifies whether an effective hedging
relationship continues after the
replacement of a swap counterparty or a

swap counterparty's credit support
provider.
Improves accounting and financial

reporting for a governmental financial
reporting entity by resolving conflicting
guidance that resulted from the issuance
of GASB Statements No. 54 and No. 62.

Certain amounts in the financial statements have been reclassified to be consistent and comparable

from year to year.
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NOTE 2 - CASH AND CASH EQUIVALENTS * 78

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

2013 2012
Cash on hand 3 330 $ 530
Cash in banks . 248,785 1,753,080
Investments 12,654,764 7,552,907

$§ 12,903,879 $ 9,306,487

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 Portfolio 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 a 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 shall
not exceed the shareholder's equity in any depository bank; the total net worth of any depository savings asscciation; or
the total or unimpaired capital and surplus of any credit union or Industrial foan company.

The Authority shall not invest any funds in inverse floaters, range notes, or interest-only strips that are
derived from a poo! of mortgages. The Authority shall not invest any funds in any security that could
result in zero interest accrual if held to maturity. The limitation 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, no more than fifty percent
(50%) of the Authority's portfolio shall be deposited or invested in a single security type or with a single
financiai institution.

Investment in State Investment Pool

The Authority is a voluntary participant in the Local Agency Investment Fund (LAIF) that is regulated by
California Government Code Section 16429 under the oversight of the Treasurer of the State of
California. The fair value of the Authority's investment in this pool is reported in the accompanying
financial statements at amounts based upon the Authority's pro-rata share of the fair value provided by
LAIF for the entire LAIF portfolio (in relation to the amortized cost of that portfolio}. The balance available
for withdrawal is based on the accounting records maintained by LAIF, which are recorded on an
amortized cost basis.
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NOTE 2 - CASH AND CASH EQUIVALENTS (Continued)

Cash on Hand and Cash in Banks (Continued)

Investment in State Investment Pool (Continued)

The State Treasurer's Office reports its investments at fair value. The fair value of securities in the State
Treasurer's pooled investment program, including LAIF, generally is based on quoted market prices. The
State Treasurer's Office performs a quarterly fair market valuation of the pooled investment program
portfolio. In addition, the State Treasurer’s Office performs a monthly fair market valuation of all securities
held against carrying cost. These valuations and financial statements are posted to the State Treasurer's:
Office website at www treasurer.ca.gov.

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 following table that shows the distribution of the Authority's investments by
maturity:

2013 Remaining Maturity (in Months)
12 Months 13to 24 251060 More Than
Investment Type Amount or Less Months Months 60 Months
LAIF $12,654,764 $12,654764 - % - % -
2012 Remaining Maturity (in Months)
12 Months 13t 24 25 to 60 More Than
Investment Type Amount or Less Months Months 60 Months
LAIF $ 7,552,907 $ 7,552,907 $ - 3 - $ -

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:

2013 Minimum Exempt Rating as of Year-End
Legal From Not
Investment Type Amount Rating __Disclosure AAA Aa Rated
LAIF $ 12,654,764 N/A $ - - 3 - $12,654,764
2012 Minimum Exempt Rating as of Year-End
Legal From Not
investment Type Amount Rating  _Disclosure AAA Aa Rated
LAIF $ 7552907 N/A $ - 5 - $ - _$ 7,552,907
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NOTE 2 - CASH AND CASH EQUIVALENTS (Continued)

Cash on Hand and Cash in Banks (Continued)

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.g., 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 coflateral pool 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: $1,128,822 and $2,043,124 of the Authority's deposits with
financial institutions were in excess of federal depository insurance limits and were held in coliateralized
accounts as of June 30, 2013 and 2012, 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, 2013 or 2012.

NOTE 3 — CAPITAL GRANTS

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.

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

2013 2012
Federal grants $ 3,968,707 $ 3,214,729
State grants 1,665,372 760,495
TDA (local transportation grants) 584,360 379,344
Total Capital Assistance $ 6218439 $ 4,354,568
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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, 2013 and 2012, was $4,315 and $5,354, respectively. For the years ended June 30, 2013 and 2012,
the Authority’s maximum TDA assistance eligibility was $11,713,067 and $11,505,362, respectively.

During the fiscal years ended June 30, 2013 and 2012, the Authority earned $4,987,198 and $4,395,988,
respectively, of Measure J (2012) and Measure J (2011) 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 bus services to alleviate congestion and improve mobility; transportation for
seniors and people with disabilities; express bus service; and bus transit improvements.

[n addition, the Authority receives funding for the following programs:

Bus Setvices

Five percent of annual revenues are for bus service provided by all Contra Costa bus transit operators fo
alleviate traffic congestion and improve regional or local mobility for Contra Costa.

Transportation for Seniors and FPeople with Disabilities
Five percent of revenues are for transportation services for seniors and people with disabilities.
Express Bus

Provide express bus service to transport commuters to and from residential areas, park and ride lots, San
Francisco Bay Area Rapid Transit (BART) stations/transit centers, and key employment centers.

Additional Bus Transit Enhancements

In addition to the $100 million for bus transit improvements countywide, additional funding is allocated for
bus fransit improvements in two subregions: Central County ($24 million} and West County {$44.5
million).

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 the FTA.
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NOTE 5 - CAPITAL ASSETS AND DEPRECIATION

Capital assets activity at June 30 is shown below:

June 30, 2013

Capital Assets Not Being Depreciated:
Construction in process
Land

Total Capital Assets Not Being Depreciated

Capital Assets Being Depreciated:
Land improvements
Shop, office, other equipment, and
service vehicles
Buildings and structures
Revenue vehicles

Total Capital Assets Being Depreciated

Less Accumulated Depreciation for:
Land improvements
Shop, office, other equipment, and
service vehicles
Buildings and structures
Revenue vehicles

Total Accumulated Depreciation
Total Capital Assets Being Depreciated, Net
Total Capital Assets, Net

Depreciation expenée for the year ended June 30, 2013, was $5,270,234,

June 30, 2012

Capital Assets Not Being Depreciated:
Construction in process
Land

Total Capital Assets Not Being Depreciated

Capital Assets Being Depreciated:
Land improvements
Shop, office, other equipment, and
service vehicles
Buildings and structures
Revenue vehicles

Total Capital Assets Being Depreciated

Less Accumulated Depreciation for:
Land improvements
Shop, office, other equipment, and
service vehicles
Buildings and structures
Revenue vehicles

Total Accumulated Depreciation
Total Capital Assets Being Depreciated, Net
Total Capital Assets, Net

Depreciation expense for the year ended June 30, 2012, was $5,132,487.
19

Balance Balance
June 30, 2012 Additions Deletions June 30, 2013
$ 306,661 $ - $ - 5 306,661

2,704,785 - - 2,704,785
3,011,446 - - 3,011,446
2,087,426 8,149 - 2,095,575
6,263,056 198,779 1,956,623 4,508,212
15,599,189 242,339 - 15,841,528
50,587,343 5,714,006 2,977,049 53,324,299
74,537,014 6,164,272 4,933,672 75767614
2,084,023 768 - 2,084,791
5,045,123 261,300 1,814,863 3,391,560
9,931,300 516,585 - 10,547,885
26,203,635 4,391,581 2,977,045 27,618,171
43,264,081 5,270,234 4,891,908 43,642 407
31,272,933 894,038 44,764 32,125,207

$ 34,284,379 $ 894,038 3 41,764 $ 35,136,653

Balance Balance
June 30, 2011 Additions Deletions June 30, 2012

$ 247,748 $ 58,913 3 - $ 306,661
2,704,785 - - 2,704,785
2,952 533 58,913 - 3,011,448
2,087 426 - - 2,087,426
6,222,023 450,013 408,980 8,263,056
15,429,788 202,270 32,869 15,599,189
52,150,119 3,623,094 5,185,870 50,587,343
75,889,356 4,275,377 5,827,719 74,537,014
2,083,597 426 - 2,084,023
5,152,858 279,943 387,678 5,045,123
9,348,758 615,411 32,869 9,931,300
27,152,798 4,236,707 5,185,870 26,203,635
43,738,011 5,132,487 5,606,417 43,264,081
32,151,345 (857,110) 21,302 31,272,933

§ 35,103,878 § (798,187) & 21,302 $ 34,284,379




'NOTE 6 — DEFERRED REVENUE (PTMISEA)

In November 2006, Caiifornia voters passed a bond measure enacting the Highway Safety, Traffic
Reduction, Air Quality, and Port Security Bond Act of 2006 (Proposition 1B). 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, rehabilitation, or replacement.

During the fiscal year ended June 30, 2013, the Authority received funds of $3,875,982 for the rolling
stock replacement of 10 buses and facility rehabilitation, and interest of $10,636 from the State's
PTMISEA account for construction at a transportation center at Pacheco, rolling stock replacement buses
and vans, and the Martinez bus stop project. As of June 30, 2013, there were $343,466 of expenditures
incurred related to the fixed route bus purchases. The remaining proceeds of $7,221,887, 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.

2013 2012
Deferred revenue, beginning of year $ 3678735 $ 1,463,445
Proposition 1B (PTMISEA) funds allocated 3,875,982 2,561,941
Proposition 1B (PTMISEA) interest earned 10,636 7,422
Proposition 1B (PTMISEA) expenditures {343,466) (354,073)
Deferred revenue, end of year $ 7,221,887 $ 3678735

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 CalPERS annual financial report may be obtained from the CalPERS
Executive Office, 400 P Street, Sacramento, California 95814.

Funding Policy

The contribution rate for plan members in CalPERS 2.0% at 80 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 actuarially 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 2012-13
was 5.218%. The funded ratio of the plan is 107.1% as of the June 30, 2010, 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)

i
i

YD
%ﬁbﬁ”‘k’}g\& i

Annual Pension Cost

For fiscal year 2012-13, the Authority's annual required pension cost was $664,020 and the Authority
contributed $664,020. The plan is currently overfunded and the required contribution for fiscal year 2012-
13 was determined as part of the June 30, 2010, 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 period at June 30, 2013, was 30 years.

Three-Year Trend Information for the Plan

Fiscal Year Annual Pension Percentage of Net Pension
Ending Cost (APC) APG Contributed Obligation
6/30/2011 $ 608,417 100.0% $ -
6/30/2012 645,940 100.0% -
6/30/2013 664,020 100.0% -

Required Supplementary Information - Funded Status of Plan

Actuarial Actuarial Accured OAAL as a
Actuarial Value Liability (AAL) Overfunded Funded Covered Percentage of
Valuation of Assets Entry Age AAL {OAAL) Ratio Payroll Covered Payroll
Date (A) (B} (B-A) (B/A) (©) [(A-B)YC]
6/30/2008 § 55087,230 § 49,153,981 $ (5,833,249) 112.1% $ 14,374,317 -41.28%
6/30/2009 58,609,008 54,287,105 (4,321,903) 108.0% 12,896,961 -33.51%
6/30/2010 62,352,007 58,232,048 (4,119,059} 107.1% 12,990,109 -31.72%

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 (CalTIP),
a joint powers agency (risk sharing pool) established in 1887 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
following forms of coverage through CalTIP;

bodily injury liability,

property damage liability,

public officials errors and omissions liability, and
personal injury liability.

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 $132,157 and $159,124 at June 30, 2013 and
2012, respectively, is based on the requirements of GASB Statement No. 10, Accounting and Financial
Reporting for Risk Financing and Related Insurance iIssues, 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 liability 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. Currently, there are 33 members
consisting of 22 municipalities, 10 joint powers authorities, and 1 special district. 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. LAWCKX also is a member of California State
Association of Counties Excess Insurance Authority (CSAC-EIA), which purchases ACE American
Insurance $45 million excess of $5 million and National Union Fire Insurance Co. statutory coverage
excess of $50 million.

The Authority makes payments to LAWCX on the actuarial estimates of the amounts needed to pay priofr
year and current year claims. The claims liability of $886,059 and $946,589 at June 30, 2013 and 2012,
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 to 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, 2013 and 2012, this fund, including
accrued interest, totaled $1,437,593 and $1,433,278, 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 reported actual and estimated incurred claims. The reserve for public liability and property
damage as of June 30, 2013 and 2012, totaled $132,157 and $159,124, respectively, and for the workers'
compensation totaled $886,059 and $946,589, respectively.
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NOTE 11 — POST-EMPLOYMENT BENEFITS OTHER THAN PENSION BENEFITS

Plan Description

The Authority's Healthcare Insurance Benefits Program is a defined benefit post-employment healthcare
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, 2013, the Authority had 135 retirees, of which
52 participate in the health benefits program. The Authority pays a portion of the cost of health insurance
for retirees under any group pian 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. During fiscal year 2010, the Authority enabled an
Irrevocable trust to secure OPEB contributions for beneficiaries. 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
2012-13, the Authority's annual OPEB cost was $343,984. 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, 2013 and 2012, were as follows:

2013 2012
Annual required contribution 5 344,127 $ 344,127
Interest on net OPEB obligation 177 658
Adjustments to annual required contribution {320) {1 ,192)
Annual OPEB cost 343,984 343,593
Contributions made {343,984) (352,347)
Change in net OPEB obligation (asset) - (8,754}
Net OPEB obligation {asset) - beginning of year 3,209 11,963
Net OPEB obligation (asset) - end of year b 3,208 3 3,208

The Authority's annual OPEB cost, the percentage of the annual OPEB cost contributed to the plan, and
the net OPEB obligation for the fiscal year 2012-13 and the two preceding years are as follows:

Annual Actual Percentage of Net Ending
Year Ended " OPEB Employer Annual OPEB Cost OPEB
June 30, Cost Contributions Contributed Obligation (Asset)
2011 $ 233,920 § 233,307 99.74% $ 11,063
2012 343,593 352,347 102.55% 3,208
2013 343,984 343,984 100.00% 3,208
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NOTE 11 - POST-EMPLOYMENT BENEFITS OTHER THAN PENSION BENEFITS (Continued)

Funding Policy, Funded Status, and Funding Progress

The Authority's required contribution for 2012-13 was based on fully funded financing requirements. For
fiscal year 2012-13, the Authority contributed $343,984 to the plan.

As of July 1, 2011, the most recent actuarial valuation date, the actuarial accrued liability for benefits was
$7,322,135, and the unfunded portion was $6,531,977. The covered payroll (annual payroll of active
employees covered by the plan) was $13,510,453, and the ratio of the unfunded actuarial accrued liability
{UAAL} to covered payroll was 48.35%.

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, presents multiyear trend information that shows whether the actuarial vaiue of
plan assets is increasing or decreasing over time relative to the actuarial accrued liabilities for benefits.

Actuarial Methods and Assumptions

Calculations 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 meodified as appropriate for the Authotity. Parficipation 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
rate assumed was 5.5%. 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 amoriization period as of June 30,
2013, was 27 years.,

Retiree Health Savings Plan Trust

On June 20, 2013, the Board approved the establishment of a Retirement Health Savings Program Trust
to provide a one-time contribution of $15,000 per eligible employee for current employees who had been
in the CalPERS medical program since March 1, 1990. The total number of employees that were eligible
for this one-time contribution was 10 empioyees. Benefits are provided through the Vantage Care
Retirement Health Savings Plan. Each individual's account will become fully vested upon death, disability,
separation from service, or attainment of eligibility as outlined in the trust adoption agreement. The
funding to the trust for the eligible employees, as described above did not occur until after year-end. As
such, the Authority accrued $150,000 as a liability and is included in the other post-employment benefits
liability in the Statements of Net Position as of June 30, 2013.
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NOTE 12 - CHANGES IN LONG-TERM DEBT

A summary of changes in long-term debt at June 30, 2013 and 2012, follows:

Balance Balance Due Within

June 30, 2012 Additions Deductions June 30, 2013 One Year
Self Insurance Liabitlites $ 1,105,713 $ 245,924 $ 333,421 $ 1,018,216 $ 868,529
Compensated Absences 1,133,300 1,018,813 897,575 1,254,538 947,500
OPEB 3,209 493,984 343,984 153,209 -
Totals $ 2,242 222 $ 1,758,721 $ 1,574,980 $ 2,425,963 $ 1,816,029
Balance Balance Due Within

June 30, 2011 Additions Deductions June 30, 2012 One Year
Self Insurance Liabitlites $ 1,071,592 $ 240,822 $ 208,701 $ 1,105,713 $ 946,867
Compensated Absences 1,234,118 863,959 964,777 1,133,300 942 123
OPEB 11,963 343,593 352,347 3,209 -
Totals $ 2,317,673 $ 1,448,374 $ 1,523,825 $ 2,242,222 $ 1,888,990

NOTE 13 - TRANSPORTATION DEVELOPMENT ACT COMPLIANGE 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, 2013 and 2012. 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).

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

LTF Adlocations for Public Transportation Services:

99260(a)
Less: applicable expenses

Unused portion to revert back to (balance due from)

Contra Costa County's LTF (Current Year and Prior Year)

Prior year unused portion not returned

Total Unused Portion to Revert Back to Contra Costa County's LTF

LTF Allocations for Community Transit Services:

89275 and 99260(a)
Less: applicable expenses

Unused portion to revert back to

Contra Costa County's LTF

Total Due Back to Contra Costa County's LTF

Due Back {From) MTC

Net Due Back to Conira Costa County's LTF

2013 2012

$ 12,773,444 $ 12,422,835
(11.074,919) {10,848,497)
1,698,625 1,673,338
1,573,338 1,750,817
3,271,863 3,324,155
638,144 655,865
(638,144) (655,865)
3,271,863 3,324,155

$ 3,271,863 $ 3,324,155
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NOTE 14 - 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 emergency.

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

NOTE 15 ~ FUTURE GOVERNMENTAL ACCOUNTING STANDARDS BOARD STATEMENTS

Recently, the GASB issued several GASB statements affecting future years as follows:

GASB Statement No. 65 — /tems Previously Reported as Assets and Liabilities establishes accounting
and financial reporting standards that reclassify, as deferred outflows of resources or deferred inflows of
resources, certain items that were previously reported as assets and liabilities and recognizes, as
outflows of resources or inflows of resources, certain items that were previously reported as assets and
liabilities. The requirements of this statement are effective for financial statements for periods beginning
after December 15, 2012. However, the Authority does not expect a significant impact on its financial
statements upon implementation of this statement.

GASB Statement No. 66 — Technical Corrections—2012—an Amendment of GASB Statements No. 10
and No. 62 is to improve accounting and financial reporting for a governmental financial reporting entity
by resolving conflicting guidance that resulted from the issuance of two pronouncements. The
requirements of this statement are effective for financial statements for periods beginning after December
15, 2012. The Authority does not expect the implementation of this statement to have a material effect on
the financial statements.

GASB Statement No. 67 ~ Financial Reporting for Pension Plans—an Amendment of GASB Statement
No. 25 improves financial reporting by state and local governmental pension plans. The requirements of
this statement are effective for financial statements for periods beginning after June 15, 2013. The
Authority does not expect the implementation of this statement to have a material effect on the financial
statements.

GASB Statement No. 68 — Accounting and Financial Reporting for Pensions—an Amendment of GASB
Statement No. 27 improves accounting and financial reporting by state and local governments for
pensions. The requirements of this statement are effective for financial statements for periods beginning
after June 15, 2014. The Authority has not determined the effects of the implementation of this statement
on its financial statements.
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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, 2013

Actuarial UAAL asa
Actuarial Accrued Unfunded Percentage
Actuarial Value of Liability {AAL) AAL Funded Covered of Covered
Valuation Assets Entry Age (UAAL) Ratio Payroil Paiyroll
Date (a) (b) (b -a) {alb) {c) [(b - a)/c]
71172008 - $10,141,492  $10,141,492 0.00% $15,678,722 65.10%
71172009 - 4,534,658 4,534,658 0.00% 16,219,990 29.79%
7M/2011 790,158 7,322,135 6,531,977 10.79% 13,510,453 48.35%
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SUPPLEMENTARY SCHEDULE AND OTHER REPORTS



CENTRAL CONTRA COSTA TRANSIT AUTHORITY
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2013

Federal Grant
Federal Grantor/Program Title CFDA Number Expenditures
U.S. DEPARTMENT OF TRANSPORTATICON
Direct Programs:
FTA Capital and Operating Assistance Grants 20.507
Grant CA-90-Y037-00 - Capital and Operating $ 75,479
Grant CA-90-Y890-00 - Capital and Operating 2,002,433
Grant CA-90-Y985-00 - Capital and Operating 3,825,580
Grant CA-90-Z065-00 - Capital and Operating 667,479
Grant CA-04-0250-01 - Capital and Operating 65,535
Total FTA Capital and Operating Assistance Grants 6,636,506
Total FTA Grants $ 6,636,506

See accompanying notes to schedule of expenditures of federal awards.
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CENTRAL CONTRA COSTA TRANSIT AUTHORITY
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
JUNE 30, 2013

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

federal financial assistance programs of the Central Contra Costa Transit Authority. Federal financial
assistance is received directly from the Federal Transit Administration (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

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

We have audited, in accordance with the auditing standards generally accepted in
the United States of America and the standards applicable to financial audits
contained in Government Auditing Standards issued by the Comptroller General of
the United States, the basic financial statements of the Central Contra Costa Transit
Authority (the Authority) as of and for the fiscal year ended June 30, 2013, and have
issued our report thereon dated . 2013

Compliance

As part of obtaining reasonable assurance about whether the Authority's financial
statements are free of material misstatement, we performed tests of its compliance
with certain provisions of laws, regulations, contracts, and grants agreements
applicable to the Authority, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. Additionally, we
performed tests of the Authority’s compliance with cerain provisions of the
Transportation Development Act and the allocation instructions and resolutions of the
Metropolitan Transpertation Commission required by Section 6667 of Title 21,
Chapter 3, Subchapter 2, Article 5.5 of the California Code of Regulations. However,
providing an opinicn on compliance with those provisions was not an objective of our
audit and, accordingly, we do not express such an opinion.

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

Purpose of this Report

The purpose of this report is solely to describe the scope of our compliance and the
results of that testing, and not to provide an opinion on the effectiveness of the
Authority's compliance. This report is an integral part of an audit performed in
accordance with Govemment Auditing Sfandards in considering the Authority's
compliance. Accordingly, this report is not suitable for any other purpose.

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
, 2013
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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, 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, the financial statements of the Central Contra Costa Transit Authority (the
Authority) as of and for the year ended June 30, 2013, and reiated notes to the
financial statements, which collectively comprise the Authority's basic financial
statements, and have issued our report thereon dated , 2013,

Internal Control Over Financial Reporting

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

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 maferial weakness is a deficiency, or a combination of deficiencies, in
internal controf, such that there is a reasonable possibility that a material
misstatement of the entity’s financial statements will not be prevented, or detected
and corrected on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material
weakness, yet important enough fo merit attention by those charged with
gavernance.

Our consideration of internal control was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal
control that might be material weaknesses or significant deficiencies. Given these
limitations, during our audit we did not identify any deficiencies in internal control that
we consider to be material weaknesses. However, material weaknesses may exist
that have not been identified.
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Compliance and Other Matters e

As part of obtaining reasonable assurance about whether the Authority’s financial statements are free
from material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and material
effect on the determination of financial statement amounts. However, providing an opinion on compliance
with those provisions was not an objective of our audit and, accordingly, we do not express such an
opinion. The results of our tests disclosed no instances of noncompliance or other matters that are
required to be reported under Government Auditing Standards.

We noted no other matters involving internal control over financial reporting. However, we have issued a
separate letter dated , 2013, to report the disposition of our comments in the prior year.

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
reguirements.

In November 2006, California voters passed a bond measure enacting the Highway Safety, Traffic
Reduction, Air Quality, and Port Security Bond Act of 2008. 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, rehabilitation, or replacements.

During the fiscal year ended June 30, 2013, the Authority applied for and received proceeds of
$3,875,982 for the rolling stock replacement of 10 buses and facility rehabilitation, and interest of $10,636
from the State’s PTMISEA account for construction at a transportation center at Pacheco, rolling stock
replacement buses and vans, and the Martinez bus stop project. As of June 30, 2013, there were
$343,466 of expenditures incurred related to the fixed route bus purchases. As of June 30, 2013,
PTMISEA funds received and expended were verified in the course of our audit as follows:

Balance — beginning of the year $3,678,735
Proceeds received:
PTMISEA 3,875,082
Interest earned 10,636

Expenditures incurred:
Fixed route bus purchases (343,466)

Unexpended proceeds, June 30, 2013 $7,221,887

Purpose of this Report

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

BROWN ARMSTRONG
ACCOUNTANCY CORPORATION

Bakersfield, California
, 2013
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH MAJOR
FEDERAL PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE AND
REPORT ON THE SCHEDULE OF EXPENDITURES OF FEDERAL
AWARDS REQUIRED BY OMB CIRCULAR A-133

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

Report on Compliance for Each Major Federal Program

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 Budget (OMB) Circular 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, 2013. 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.

Management’s Responsibility

Management is responsible for compliance with the requirements of laws,
regulations, contracts, and grants applicable to its federal programs.

Auditor's Responsibility

Our responsibility is to express an opinion on compliance for each of the Authority’s
major federal programs based on our audit of the types of compliance requirements
referred to above. We conducted our audit of compliance in accordance with auditing
standards generally accepted in the United 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-Profit 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 inciudes 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 opinion on compliance
for each major federal program. However, our audit does not provide a legal
determination on the Authority’s compliance.

Opinion on Each Major Federal Program

In our opinion, the Authority complied, in all material respects, with the types of

compliance requirements referred to above that could have a direct and material
effect on each of its major federal programs for the year ended June 30, 2013.
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Report on Internal Control Over Compliance

Management of the Authority is responsible for establishing and maintaining effective internal control over
compliance with the types of compliance requirements referred to above. In planning and performing our
audit of compliance, we considered the Authority’s internal control over compliance with the types of
requiremnents that could have a direct and material effect on each major federal program to determine our
auditing procedures that are appropriate in the circumstances for the purpose of expressing our opinion
on compliance for each major federal program and to test and report on internal control 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 opinion on the
effectiveness of the Authority's internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a
federal program on a timely basis. A material weakness in internal control 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. A significant deficiency in
internal controf over compliance is a deficiency, or a combination of deficiencies, in internal control over
compliance with a type of compliance requirement of a federal program that is less severe than a material
weaknass in internal control over compliance, yet important enough to merit atiention by those charged
with governance.

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. However, material weaknesses may exist that have not been identified.

Report on Schedule of Expenditures of Federal Awards Required by OMB Circular A-133

We have audited the financial statements of the Authority, as of and for the year ended June 30, 2013,
and the related notes to the financial statements, which collectively comprise the Authority’s basic
financial statements. We issued our report therson dated , 2013, which contained unmodified
opinions on those financial statements. Our audit was conducted for the purpose of forming opinions on
the financial statements that collectively comprise the basic financial statements. The accompanying
supplemental schedule of expenditures of federal awards is presented for purposes of additional analysis
as required by OMB Circular A-133 and is not a required part of the basic financial statements. Such
information is the responsibility of management and was derived from and relates directly to the
underlying accounting and other records used to prepare the basic financial statements. The information
has been subjected to the auditing procedures applied in the audit of the financial statements and certain
additional procedures, including comparing and reconciling such information directly to the underlying
accounting records used to prepare the basic financial statements or to the basic financial statements
themselives, and other additional procedures in accordance with auditing standards generally accepted in
the United States of America. In our opinion, the schedule of expenditures of federal awards is fairly
stated in all material respects in relation to the basic financial statements as a whole.

The purpose of this report on internal control over compliance is solely to describe the scope of our
testing of internal control over compliance and the results of that testing based on the requirements of
OMB Circular A-133. Accordingly, this report is not suitable for any other purpose.

BROWN ARMSTRONG
ACCOUNTANCY CORPORATION

Bakersfield, California
, 2013
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FINDINGS AND QUESTIONED COSTS SECTION



CENTRAL CONTRA COSTA TRANSIT AUTHORITY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
JUNE 30, 2013

Section | — Summary of Auditor's Resuits

A.  Financial Statements
Type of auditor's report issued: Ungualified
Internal control over financial reporting:
Material weaknesses identified? No

Deficiencies and significant deficiencies identified
not considered to be material weaknesses? No

Noncompliance material to financial statements noted? No
B. Federal Awards

Internal control over major programs:

Material weaknesses identified? No

Deficiencies and significant deficiencies identified
not considered to be material weaknesses? No

Type of auditor’s report issued on compliance for
major programs; Unqualified

Any audit findings disciosed that are required to be
reported in accordance with OMB Circular A-133,
Section 510(a)? No

C. lIdentification of major programs

CFDA Numbers Name of Federal Program or Cluster
CFDA Number 20.507 FTA Capital and Operating

Assistance Grants
Dollar threshold used to distinguish between Type A and
Type B programs; $300,000

Auditee qualified as low-risk auditee? No
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Section Il - Financial Statement Audit Findings and Questioned Costs

None.

Section |l - Federal Awards Findings and Questioned Costs

None,

Section IV — Summary of Prior Audit (June 30, 2012) Findings and Current Year Status

Finding 2012-1 = Cash Management

Criteria

Per the agreement with the Department of Transportation, the recipient is required to minimize the
time between drawdown and disbursement of federal funds to be within three (3) business days.

Condition

During our testing of Federal Compliance Cash Management section, we noted that one (1) of the
five (5) federal payments was not dispensed within the allowable time of three (3) business days
between drawdown and disbursement.

Effect

The Authority obtained interest on federal funds which were requested early.

Cause

Oversight of not processing payment within allowable time,

Recommendation

We recommend the Authority implement a policy for the review of federal funds. To be in compliance
with the three (3) business days between a drawdown and disbursement.

Management Response

Management agrees.
Current Year Status

The Authority implemented a disbursement of federal funds policy and procedures as of December
20, 2012,
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