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ISSUE

Receive and File the Comprehensive Annual Financial Report (CAFR), Reports on Compliance
and Internal Controls as required by OMB Circular A-133 and the Transportation Development
Act, the Report to the Board of Directors for the Fiscal Year Ended June 30, 2013, and Designate
$3,022,911 $2,658,910 as the Reserve for the Fiscal Year ended June 30, 2013.

RECOMMENDED ACTION

Motion: Receive and File the Comprehensive Annual Financial Report, Reports on Compliance
and Internal Controls as required by OMB Circular A-133 and the Transportation Development
Act, the Report to the Board of Directors for the Fiscal Year Ended June 30, 2013, and Designate
$3,022,911 $2,658,910 as the Reserve for the Fiscal Year Ended June 30, 2013.

FISCAL IMPACT

There is no fiscal impact as a result of a motion to receive and file the financial reports, however,
this action will also place $3,022,911 $2,658,910 in operating reserves in compliance with RT’s
Comprehensive Reserve Policy. Future use of these reserves for any reason will require a 2/3
vote of the Board.

DISCUSSION

Each fiscal year, the District prepares a CAFR and Reports on Compliance and Internal Control as
required by OMB Circular A-133 and the TDA.  In addition, the District annually receives a Report
to the Board of Directors which summarizes any opportunities for strengthening internal controls
and operating efficiencies.

The District received an unqualified (clean) opinion on the CAFR and OMB Circular A-133 from its
auditors, Gilbert Associates, Inc., for the fiscal year ended June 30, 2013. Moreover, no material
weaknesses involving the District’s financial reporting or internal control processes were identified.

Financial Results Summary:

The CAFR presentation and classifications are intended to provide a picture of the District’s year-
end financial position as well as the results of operations.  Overall, and as reflected in the
Financial Section of the CAFR (see Attachment 1 – Statement of Revenue and Expenses), the
District net position increased by $14.8 million as of June 30, 2013.  This figure is comprised of an
increase of $3.0 $2.7 million from operations and $11.8 $12.1 million in contributions received in
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support of the District’s Capital Program.  For additional analysis, please refer to the Management
Discussion and Analysis (MD&A) section found within the CAFR document starting on page 3.

Summary

The CAFR presentation differs from the District’s operating and capital budgets in that the CAFR
combines both operating and capital activities. To assist the Board in its review, Attachment 1 is
provided to show the District’s operating and capital funds separately.  As of June 30, 2013, the
District’s operating results were as follows: $30.0 million in fare revenues, $1.1 $136.1 million in
operating expenses, and $134.3 $109.0 million in non-operating revenues (expenses).

Budget to Actual Summary (Attachment 2)

Budget to actual highlights include a net favorable variance in operating expenses of $0.6 million,
and net unfavorable variances in operating revenues of ($0.3) million and non-operating revenues
of ($1.9 3.1) million.

Operating Revenues

The District’s FY2013 total operating revenue and contracted services revenues totaled $35.4
million. The net unfavorable operating revenues variance of ($0.3) million was primarily due to a
shortfall in expected fare revenue which may be attributed to lower than anticipated initial ridership
response from the implementation of service changes recommended for the first phase of
TransitRenewal.

Operating Expenses

Operating expenses totaled $136.1 million, a favorable variance of $0.6 million from the adopted
budget of $136.3 $136.7 million. The net favorable operating expense variance can mainly be
attributed to lower than anticipated utility costs as well as public liability, property damage, and
workers compensations claims. In the area of spare parts and supplies, there was an unfavorable
budget variance as a result of additional parts needed to repair and maintain aging buses, light rail
vehicles, and fare vending machines.

Non-Operating Revenues (Expenses)

The net unfavorable non-operating revenue (expense) variance of ($2.7 3.1) million can be
attributed to the District receiving lower than anticipated revenues related to Local Transportation
and Measure A Funds.

Operating Results

The District concluded the FY2013 year with an available operating reserve of $3.0 $2.7 million.
After accounting for the $5.2 million reserve in FY2012, the District ended the year with an
available reserve of $8.3 $7.9 million.
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Reserve Policy

As stated above, after applying the prior year’s operating deficit carryover, the District ended the
fiscal year with operating revenues in excess of expenditures. In accordance with the Board
approved Comprehensive Reserve Policy dated September 27, 2010, the remaining surplus
should be used to fund one of the three reserves (operating, capital, or insurance reserves).  In
addition, the operating reserve must be funded prior to funding the capital or insurance reserve.

Staff Recommendation:

The following documents (Attachments 1-5) are submitted to the Board for receipt and filing:
 Fiscal Year 2013 Statement of Revenue and Expense per Funding Designations

– Attachment 1
 Fiscal Year 2013 Statement of Revenue and Expenses, Operating Budget to Actual Expenses

– Attachment 2
 The Comprehensive Annual Financial Report (CAFR) – Attachment 3
 Reports Required by OMB Circular A-133 and Transportation Development Act (TDA) –

Attachment 4
 Report to the Board of Directors – Attachment 5

Staff recommends that the Board receive and file the comprehensive annual financial reports as
listed and designated $3,022,911 $2,658,910 as the reserve for the Fiscal Year ended June 30,
2013.
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Original IP Original IP Capital Improvement

Attachment Operations Attachment Program Total

OPERATING REVENUES (Fares) 29,758,679$ -$ 29,758,679$

OPERATING EXPENSES
Labor and Fringe Benefits 88,064,241 - 88,064,241
Professional and Other Services 24,215,010 780,843 24,995,853
Spare Parts and Supplies 9,692,488 824,339 10,516,827
Utilities 5,638,681 - 5,638,681
Casualty and Liability Costs 7,909,686 - 7,909,686
Depreciation and Amortization - 31,380,082 31,380,082
Indirect Costs Allocated to Capital Programs (762,778) - (762,778)
Other 1,346,466 50,000 1,396,466

Total Operating Expenses - 136,103,794 - 33,035,264 169,139,058

Loss from Operations - (106,345,115) - (33,035,264) (139,380,379)

NON-OPERATING REVENUES (EXPENSES)
Operating Assistance

State and Local 71,275,441 - 71,275,441
Federal 29,334,329 28,970,328 1,672,427 2,036,428 31,006,756

Investment Income 1,754,549 1,754,549
Interest Expense (2,016,851) (505,611) (2,522,462)
Pass Through to Subrecipients - (1,672,427) (1,672,427)
Contract Services 5,606,614 - 5,606,614
Other 3,413,944 3,413,944

Total Non-operating Revenues (Expense) 109,368,026 109,004,025 (505,611) (141,610) 108,862,415

3,022,911 2,658,910 (33,540,875) (33,176,874) (30,517,964)

Capital Contributions
State and Local - - 35,836,495 35,836,495
Federal - - 9,331,167 9,331,167

Special Item: Gain on extinguishment of debt 154,904 154,904

3,022,911$ 2,658,910$ 11,781,691$ 12,145,692$ 14,804,602$

Reserve
FY2012 Reserve 5,245,448$
Net Income/Position FY2013 3,022,911 2,658,910
Total Available for Reserve June 30, 2013 8,268,359$ 7,904,358$

Increase in Net Position

Increase (Decrease) in Net Position Before
Capital Contributions and Special Item

Fiscal Year 2013

Statement of Revenues and Expenses

FY 2013 Funding Designation

Per Funding Designation
Statement of Revenues and Expenses
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Adjusted Variance
Approved Original Operating (Unfavorable)/ Percent

Budget IP Attachment Results Favorable Variance

OPERATING REVENUES
Fares 29,964,536$ 29,758,679$ (205,857)$ -0.7%
Contracted Services 5,651,412 5,606,614 (44,798) -0.8%

Subtotal 35,615,948 35,365,293 (250,655) -0.7%

OPERATING EXPENSES
Labor and Fringe Benefits 86,886,937 88,064,241 (1,177,304) -1.4%
Professional and Other Services 24,749,642 24,215,010 534,632 2.2%
Spare Parts and Supplies 9,558,497 9,692,488 (133,991) -1.4%
Utilities 6,080,950 5,638,681 442,269 7.3%
Casualty and Liability Costs 8,226,939 7,909,686 317,253 3.9%
Depreciation and Amortization - - -
Indirect Costs Allocated to Capital Programs (902,677) (762,778) (139,899) 15.5%
Other 2,082,331 1,346,466 735,865 35.3%

Total Operating Expenses 136,682,619 136,103,794 578,825 0.4%

(Loss) Income from Operations (101,066,671) (100,738,501) 328,170 -0.3%

NON-OPERATING REVENUES (EXPENSES)
Operating Assistance

State and Local 74,484,278 71,275,441 (3,208,837) -4.3%
Federal 28,492,822 29,334,329 28,970,328 841,507 477,506 1.7%

Investment Income 1,925,799 1,754,549 (171,250) -8.9%
Interest Expense (1,725,799) (2,016,851) (291,052) 16.9%
Advertising 575,000 800,497 225,497 39.2%
Commercial Income/Other 2,754,563 2,613,447 (141,116) -5.1%

Total Non-operating Revenues (Exp) 106,506,663 103,761,412 103,397,411 (2,745,251) (3,109,252) -2.9%

Net Gain in Position 5,439,992 3,022,911 2,658,910 - -
Available Operating Reserve 5,439,992$ 3,022,991$ 2,658,910$ - -

Fiscal Year 2013

Statement of Revenues and Expenses

FY 2013 Budget to Actual Expenses

Operating Budget to Actual Expenses
Statement of Revenues and Expenses
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Federal Federal Agency
Federal Grantor/Pass-Through Grantor CFDA Grant Identifying
Program or Cluster Title Number Number Expenditures

U.S. Department of Transportation:

Federal Transit Cluster

Federal Transit - Capital Investment Grants 20.500 CA-03-0806 5,899,278$    
Federal Transit - Capital Investment Grants 20.500 CA-03-0630 36,576           
Federal Transit - Capital Investment Grants 20.500 CA-04-0013 840,376         

    Total 20.500 6,776,230      

Federal Transit - Formula Grants 20.507 CA-90-Z082 9,357,425      
Federal Transit - Formula Grants 20.507 CA-90-Z114 10,273,622    
Federal Transit - Formula Grants 20.507 CA-90-Y962 624,000         
Federal Transit - Formula Grants ARRA 20.507 CA-96-X060 2,814,815      
Federal Transit - Formula Grants 20.507 CA-90-Y356 81,459           
Federal Transit - Formula Grants 20.507 CA-90-Y289 727                
Federal Transit - Formula Grants 20.507 CA-90-Y078 170,833         
Federal Transit - Formula Grants 20.507 CA-90-Y471 18,194           
Federal Transit - Formula Grants 20.507 CA-90-Y791 263,074         
Federal Transit - Formula Grants 20.507 CA-90-Y742 93,355           
Federal Transit - Formula Grants 20.507 CA-90-Y633 269,951         
Federal Transit - Formula Grants 20.507 CA-90-X800 (246,400)       
Federal Transit - Formula Grants 20.507 CA-95-X029 (54,139)         

    Total 20.507 23,666,916    

State of Good Repair 20.525 CA-54-0008 4,436,064      
State of Good Repair 20.525 CA-54-0003 4,436,064      

    Total 20.525 8,872,128      

Total Federal Transit Cluster 39,315,274    

Passed through Sacramento Area Council of Governments:
Highway Planning and Construction 20.205 N/A 84,855           
State Planning and Research 20.515 N/A 46,533           

SACRAMENTO REGIONAL TRANSIT DISTRICT

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2013

 1         
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Transit Services Program Cluster

Direct program:
Job Access - Reverse Commute 20.516 CA-37-X065 212,543         

Passed through Sacramento Area Council of Governments:
Job Access - Reverse Commute 20.516 CA-37-X161-01 400,645         

    Total 20.516 613,188         

Passed through Sacramento Area Council of Governments:
New Freedom Program 20.521 CA-57-X042 45,460           

Total Transit Services Programs Cluster 658,648         

Total U.S. Department of Transportation 40,105,310    

U.S. Department of Homeland Security:

Rail and Transit Security Grant Program 97.075 2009-RA-T9-0053 61,464           
Rail and Transit Security Grant Program 97.075 EMW-2011-RA-K00096-S01 157,633         
Rail and Transit Security Grant Program 97.075 EMW-2012-RA-K00027-S01 13,516           

    Total 97.075 232,613         

Total U.S. Department of Homeland Security 232,613         

Total Federal Expenditures 40,337,923$  

 2         
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1. BASIS OF PRESENTATION 
 

The Schedule of Expenditures of Federal Awards includes the federal grant activity of the Sacramento 
Regional Transit District (the District) and is prepared on the accrual basis of accounting.  Expenses are 
recorded at the time liabilities are incurred.  The information in this schedule is presented in accordance 
with the requirements of OMB Circular A-133, Audits of States, Local Governments, and Non-Profit 
Organizations. 

 
 
2. PASS-THROUGH AWARDS 
 

The District passed-through the following amounts to subrecipients related to Jobs Access - Reverse 
Commute (JARC) Federal Funds, CFDA #20.516: 
 

Sacramento County  $ 48,985
Placer County   163,558

 Total $ 212,543
 
The District passed-through the following amounts to subrecipients related to Federal Transit - Capital 
Investment Grants, CFDA #20.500: 
 

City of Sacramento $ 723,212
City of Placerville  35,268

 Total  $ 758,480
 
The District passed-through the following amounts to subrecipients related to Federal Transit - Formula 
Grants, CFDA #20.507: 

 
El Dorado County Transit Authority $ 210,000
City of Citrus Heights 77,404
City of Folsom 414,000

 Total  $ 701,404
 
 
3. FEDERAL AWARDS PAYABLE OR UNCOLLECTIBLE 
 

During the fiscal year ended June 30, 2013, the District identified payments totaling $54,139 it had 
received and reported as expenditures on the SEFA under CFDA #20.507 in prior fiscal years that were 
not eligible for reimbursement per U.S. Department of Transportation (DOT) regulations and returned the 
funds to the DOT. 
 
During the fiscal year ended June 30, 2007, the District reported as expenditures $246,400 on the SEFA 
under CFDA #20.507 federal agency grant identifying number CA-90-X800 that were never billed or 
reimbursed by the DOT. 
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND 

ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF  
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE 

WITH GOVERNMENT AUDITING STANDARDS AND  
THE TRANSPORTATION DEVELOPMENT ACT 

 
Independent Auditor’s Report 

 
 
 
Members of the Board of Directors Members of the Board of Directors 
Sacramento Regional Transit District Sacramento Area Council of Governments 
Sacramento, California Sacramento, 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 financial statements of the business-type activities and 
the pension trust funds of the Sacramento Regional Transit District (the District)  as of and for the year ended 
June 30, 2013, and the related notes to the financial statements, which collectively comprise the District’s 
basic financial statements, and have issued our report thereon dated November 1, 2013.   
 
Internal Control Over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the District’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 District’s internal control.  Accordingly, we do not 
express an opinion on the effectiveness of the District’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 material weakness is a deficiency, or combination of deficiencies, in 
internal control such that there is a reasonable possibility that a material misstatement of the entity’s financial 
statements will not be prevented, or detected and corrected on a timely basis.  A significant deficiency is a 
deficiency, or a combination of deficiencies, in internal control that is less severe than a material weakness, 
yet important enough to merit attention by those charged with governance. 
 
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 
 
As part of obtaining reasonable assurance about whether the District’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.  Our audit was further made to determine that Transportation 
Development Act (TDA) funds allocated to and received by the District were expended in conformance with 
applicable statutes, rules and regulations of the TDA and the allocation instructions and resolutions of 
Sacramento Area Council of Governments as required by Section 6667 of Title 21, Division 3, Chapter 2, 
Article 5.5 of the California Code of Regulations.  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 instance of noncompliance or other matters that are required to be reported under 
Government Auditing Standards. 
 
Purpose of 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 entity’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 entity’s internal control and compliance.  Accordingly, this communication is 
not suitable for any other purpose. 
 
 
 
 
GILBERT ASSOCIATES, INC 
Sacramento, California 
 
November 1, 2013 
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REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM; REPORT ON  
INTERNAL CONTROL OVER COMPLIANCE; AND REPORT ON THE 

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS REQUIRED BY 
OMB CIRCULAR A-133 

 
Independent Auditor’s Report 

 
 
 
Members of the Board of Directors Members of the Board of Directors 
Sacramento Regional Transit District Sacramento Area Council of Governments 
Sacramento, California Sacramento, California 
 
 
Report on Compliance for Each Major Federal Program 
 
We have audited the Sacramento Regional Transit District’s (the District) compliance with the types of 
compliance requirements described in the OMB Circular A-133 Compliance Supplement that could have a 
direct and material effect on the District’s major federal program for the year ended June 30, 2013.  The 
District's major federal program is identified in the summary of auditor's results 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 the District’s major federal program 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 includes 
examining, on a test basis, evidence about the District’s compliance with those requirements and performing 
such other procedures as we considered necessary in the circumstances.   
 
We believe that our audit provides a reasonable basis for our opinion on compliance for its major federal 
program.  However, our audit does not provide a legal determination on the District’s compliance. 
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Opinion on Each Major Federal Program 

In our opinion, the District complied, in all material respects, with the types of compliance requirements 
referred to above that could have a direct and material effect on its major federal program for the year ended 
June 30, 2013.   

Report on Internal Control Over Compliance 

Management of the District 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 District’s internal control over compliance with the requirements that 
could have a direct and material effect on its major federal program to determine the auditing procedures that 
are appropriate in the circumstances for the purpose of expressing an opinion on compliance for its 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 District’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 control 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 weakness in internal control 
over compliance, yet important enough to merit attention 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 material weaknesses, or significant deficiencies. We did not identify any deficiencies in internal 
control over compliance that we consider to be material weaknesses.  However, material weaknesses may 
exist that have not been identified. 

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. 

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

We have audited the financial statements of the business-type activities and the pension trust funds of the 
District as of and for the year ended June 30, 2013, and the related notes to the financial statements, which 
collectively comprise the District’s basic financial statements.  We issued our report thereon dated 
November 1, 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 schedule of expenditures of federal awards is presented for the 
purpose 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. 
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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 and other records used to prepare the basic financial statements or to the basic financial 
statements themselves, and other additional procedures in accordance with auditing standards generally 
accepted in the United States of America. In our opinion, the schedule of expenditures of federal awards is 
fairly stated in all material respects in relation to the financial statements as a whole. 
 
 
 
 
GILBERT ASSOCIATES, INC. 
Sacramento, California 
 
November 1, 2013 
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SECTION I - SUMMARY OF AUDITOR'S RESULTS 
 

Financial Statements 
 

Type of auditor's report issued:  Unmodified 
       

Internal control over financial reporting:       
       

Material weakness(es) identified?   Yes  No 
 

Significant deficiency(ies) identified? 
  

 
 

Yes 
  

 
 

None Reported 
       

Noncompliance material to financial 
statements noted? 

  
 

 
Yes 

 


 
No 

       

Federal Awards       
       

Internal control over major programs:       
       

Material weakness(es) identified?   Yes   No 
 

Significant deficiency(ies) identified? 
  

 
 

Yes 
  

 
 

None Reported 
       

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

  
Unmodified 

       

Any audit findings disclosed that are required
to be reported in accordance with OMB 
Circular A-133, Section .510(a)? 

  
 
 

 
 
Yes 

  
 
 

 
 
No 

       

Identification of major programs       
 

CFDA Number(s) 
   

Name of Federal Program or Cluster 
 

       

20.500, 20.507 and 20.525   Federal Transit Cluster 
       

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

 
1,219,154

  

       

Auditee qualified as low-risk auditee?   Yes   No 
       
 
SECTION II – FINANCIAL STATEMENT FINDINGS 
 

None. 
 
 
SECTION III – FEDERAL COMPLIANCE 

 
None. 



SACRAMENTO REGIONAL TRANSIT DISTRICT 
 

SUMMARY SCHEDULE OF PRIOR YEAR FINDINGS 
YEAR ENDED JUNE 30, 2013 

______________________________________________________________________________ 
 
 

10 

There were no findings in the prior year. 



 
 
 
 
Members of the Board of Directors  
Sacramento Regional Transit District  
Sacramento, California  
 
 
We have audited the financial statements of the business-type activities and the pension trust funds of the 
Sacramento Regional Transit District (District) for the year ended June 30, 2013, and have issued our report 
thereon dated November 1, 2013.  Professional standards require that we provide you with information about 
our responsibilities under generally accepted auditing standards, Government Auditing Standards and OMB 
Circular A-133, as well as certain information related to the planned scope and timing of our audit. We are 
providing the District’s Board of Directors with information regarding the scope and results of the audit to 
assist the Board of Directors in overseeing management’s financial reporting and disclosure process.  
Professional standards also require that we communicate to you the following information related to our audit. 
 
Significant Audit Communications 
 
Qualitative Aspects of Accounting Practices 

Management is responsible for the selection and use of appropriate accounting policies. The significant 
accounting policies used by the District are described in Note 1 to the financial statements. As described in 
Note 1 in the financial statements, the District adopted the provisions of Governmental Accounting Standard 
Board (GASB) Statement No. 62, Codification of Accounting and Financial Reporting Guidance Contained 
in Pre-November 30, 1989 FASB and AICPA Pronouncements, GASB Statement No. 63, Financial Reporting 
of Deferred Outflows of Resources, Deferred Inflows of Resources, and Net Position, and GASB Statement 
No. 65, Items Previously Reported as Assets and Liabilities, for the  year ended June 30, 2013. Accordingly, 
the cumulative effect of the accounting change as of the beginning of the year is reported in Note 1, and the 
Statement of Net Position and Statement of Revenues, Expenses, and Changes in Net Position show restated 
net position amounts accordingly. We noted no transactions entered into by the District during the year for 
which there is a lack of authoritative guidance or consensus. All significant transactions have been recognized 
in the financial statements in the proper period. 

Accounting estimates are an integral part of the financial statements prepared by management and are based 
on management’s knowledge and experience about past and current events and assumptions about future 
events. Certain accounting estimates are particularly sensitive because of their significance to the financial 
statements and because of the possibility that future events affecting them may differ significantly from those 
expected. The most sensitive estimates affecting the District’s financial statements were: 
 

Management’s estimate of the allowance for accounts receivable, depreciation and amortization of capital 
assets, accrued compensated absences, reserve for claims liability, retirement expenses, and other post-
employment benefits (OPEB) costs. 
 
Management’s estimate of the allowance for accounts receivable is based on management’s analysis of 
the collectability of individual accounts.  Management’s estimate of depreciation and amortization is 
based on the estimated useful lives of the related assets. Management’s estimate of accrued compensated 
absences is based on the accrued vacation hours and hourly rate of each employee at year-end.  
Management’s estimate for reserve for claims payable is based upon actuarial methods and assumptions 
for Workers’ Compensation and Public Property and Liability Damage.  Management’s estimates of 
annual retirement and OPEB costs/liabilities are based on the estimated costs of providing retirement and 
health benefits to the District’s current and retired employees using actuarial methods and assumptions.    
We evaluated the key factors and assumptions used to develop these estimates in determining that they 
are reasonable in relation to the financial statements taken as a whole.    

  

 
2880 GATEWAY OAKS DRIVE, SUITE 100, SACRAMENTO | 101 PARKSHORE DRIVE, SUITE 100, FOLSOM | GILBERTCPA.COM | 916.646.6464 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

CBrooks
Typewritten text
Attachment 5



Members of the Board of Directors  
Sacramento Regional Transit District 
Page 2 
 
 
Difficulties Encountered in Performing the Audit 
 
We encountered no significant difficulties in dealing with management in performing and completing our 
audit. 
 
Corrected and Uncorrected Misstatements 
 
Professional standards require us to accumulate all known and likely misstatements identified during the 
audit, other than those that are trivial, and communicate them to the appropriate level of management. The 
attached schedule summarizes uncorrected misstatements of the financial statements. Management has 
determined that their effects are immaterial, both individually and in the aggregate, to the financial statements 
taken as a whole.  In addition, none of the misstatements detected as a result of audit procedures and corrected 
by management were material, either individually or in the aggregate, to each opinion unit’s financial 
statements taken as a whole. 
 
Disagreements with Management 
 
For purposes of this letter, professional standards define a disagreement with management as a financial 
accounting, reporting, or auditing matter, whether or not resolved to our satisfaction, that could be significant 
to the financial statements or the auditor’s report. We are pleased to report that no such disagreements arose 
during the course of our audit 
 
Management Representations 
 
We have requested certain representations from management that are included in the management 
representation letter dated November 1, 2013. 
 
Management Consultations with Other Independent Accountants 
 
In some cases, management may decide to consult with other accountants about auditing and accounting 
matters, similar to obtaining a “second opinion” on certain situations. If a consultation involves application of 
an accounting principle to the governmental unit’s financial statements or a determination of the type of 
auditor’s opinion that may be expressed on those statements, our professional standards require the consulting 
accountant to check with us to determine that the consultant has all the relevant facts. To our knowledge, 
there were no such consultations with other accountants 
 
Other Audit Findings or Issues 
 
We generally discuss a variety of matters, including the application of accounting principles and auditing 
standards, with management each year prior to retention as the governmental unit’s auditors. However, these 
discussions occurred in the normal course of our professional relationship and our responses were not a 
condition to our retention. 
 
Other Matters 
 
With respect to the supplementary information accompanying the financial statements, we made certain 
inquiries of management and evaluated the form, content, and methods of preparing the information to 
determine that the information complies with accounting principles generally accepted in the United States of 
America, the method of preparing it has not changed from the prior period, and the information is appropriate 
and complete in relation to our audit of the financial statements. We compared and reconciled the 
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supplementary information to the underlying accounting records used to prepare the financial statements or to 
the financial statements themselves. 
 
This information is intended solely for the use of the Board of Directors and management of the District and 
is not intended to be and should not be used by anyone other than these specified parties. 
 
 
 
 
GILBERT ASSOCIATES, INC. 
Sacramento, California 
 
November 1, 2013 
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SUMMARY OF PASSED ADJUSTMENTS 

 

Account Description  Debit   Credit 

Uncorrected JE #  301 

To properly account for the change in prior years net position 
due to a miscalculation of depreciation expense in previous 
years identified by the District but posted to current year 
operations.  (Management deems uncorrected misstatement 
immaterial to the District’s financial statements.  Auditors 
concur with management’s assessment.) 

 
690099 

 
Depreciation Expense $  1,440,780 

310000 Net Position - Beginning of year $ 1,440,780 
  

Total $ 1,440,780 $ 1,440,780 

 

 


