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March 4, 2015

To the Board of Directors
California Vanpool Authority
Fresno, California

We have audited the financial statements of the business-type activities of the
California Vanpool Authority for the year ended June 30, 2014. 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 have communicated such information in our letter to you
dated October 31, 2014. Professional standards also require that we communicate to
you the following information related to our audit.

Significant Audit Findings

~ Qualitative Aspects of Accounting Practices

~ Management is responsible for the selection and use of appropriate accounting policies.
 The significant accounting policies used by the California Vanpool Authority are
-~ described in Note 1 to the financial statements. As described in Note 1 to the financial

statements, the California Vanpool Authority adopted new accounting guidance;
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GASB Statement No. 65 — Items Previously Reported as Assets and Liabilities,
. GASB Statement No. 66 — Technical Corrections -2012- an amendment of GASB
. Statements No. 10 and No. 62, and GASB Statement No. 67 — Financial Reporting for

Pension Plans — an amendment of GASB Statement No. 25. We noted no transactions
entered into by the governmental unit 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.
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Qualitative Aspects of Accounting Practices (Continued)

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 estimate
affecting the California Vanpool Authority’s financial statements was:

Management’s estimate of the useful lives of capital assets and the resulting
depreciation expense is based on the length of time it is believed that those assets
will provide some economic benefit in the future. We evaluated the key factors
and assumptions used to develop these estimates in determining that it is
reasonable in relation to the financial statements taken as a whole.

The financial statement disclosures are neutral, consistent, and clear.
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 clearly trivial, and communicate them to the
appropriate level of management. Management has corrected all such misstatements. 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, a disagreement with management is 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 March 4, 2015.
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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 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
California Vanpool Authority and is not intended to be, and should not be, used by anyone other
than these specified parties.

Very truly yours,

W,W sdnarte & SP20nktpra sl

Dedekian, George, Small & Markarian
Accountancy Corporation
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INDEPENDENT AUDITORS’ REPORT

California Vanpool Authority
Hanford, California

Report on Financial Statements

We have audited the accompanying financial statements of the business-type activities
of the California Vanpool Authority, as of and for the years ended June 30, 2014 and
2013, and the related notes to the financial statements, which collectively comprise the
California Vanpool Authority’s basic financial statements as listed in the table of

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 the financial
. statements that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express opinions on these financial statements based on our
- audit. We conducted our audit in accordance with auditing standards generally

accepted in the United States of America and the standards applicable to financial
- audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States. Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the financial statements are free
from material misstatement.
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INDEPENDENT AUDITORS’ REPORT (CONTINUED)

Auditors’ Responsibility (Continued)

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 entity’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 entity’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 business-type activities of the California Vanpool
Authority, as of June 30, 2014 and 2013, 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.

Other Matters
Regquired Supplementary Information

Accounting principles generally accepted in the United States of America require that
management’s discussion and analysis be presented to supplement the basic financial statements.
Such information, although not 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.




INDEPENDENT AUDITORS’ REPORT (CONTINUED)

Other Matters (Continued)
Other information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the California Vanpool Authority’s basic financial statements. The
schedule of expenditures of federal awards 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 also not a required part of the basic financial
statements.

The schedule of expenditures of federal awards is the responsibility of management and was
derived from and relate directly to the underlying accounting and other records used to prepare
the basic financial statements. Such information has been subjected to the auditing procedures
applied in the audit of the basic 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 basic financial statements as a
whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated March
4, 2015, on our consideration of the California Vanpool Authority’s internal control over
financial reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose of that report is to describe the
scope of our testing of internal control over financial reporting and compliance and the results of
that testing, and not to provide an opinion on 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 California Vanpool Authority’s internal control over
financial reporting and compliance.

W:W shrmast. * FRoprkearenls

Dedekian, George, Small & Markarian
Fresno, California

Accountancy Corporation

March 4, 2015
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CALIFORNIA VANPOOL AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEARS ENDED JUNE 30, 2014 AND 2013

Introduction

The following discussion and analysis of the financial performance and activity of the California
Vanpool Authority (CalVans) provides an introduction and understanding of the basic financial
statements of CalVans for the year ended June 30, 2014, with selected comparative information
for the year ended June 30, 2013. 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.

Kings County Area Public Transit Agency (KCAPTA) started the vanpool programs in 2001.
The program expanded to include operations in seven neighboring counties. In 2008, KCAPTA
began the process of separating the vanpool programs into its own joint powers entity comprised
of the counties in which the vanpool programs operated. This process was completed with the
formation of CalVans in October of 2011. Since that time CalVans has continued to expand to
include a total of eleven members representing 17 counties. CalVans began operating the
vanpool programs as of January 1, 2012. All assets and staff related to the vanpool programs
were transferred to CalVans as of January 1, 2012.

Since CalVans only operated the vanpool program for six-months (January 1, 2012 — June 30,
2012) the fiscal year 2011-2012 financial statements only reflect revenue and expenses earned or
incurred during this six-month period. For this reason, comparative information between fiscal
years 2013 and 2014 will show significant increases from 2012.

CalVans is a Joint Powers Agency with eleven members as of June 30, 2014. The Board of
Directors is comprised of one person from each member agency.

The Financial Statements

CalVans’ 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.

]



CALIFORNIA VANPOOL AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALY SIS
FOR THE YEARS ENDED JUNE 30, 2014 AND 2013 (CONTINUED)

The Financial Statements (Continued)

The Statements of Net Position presents information on all of CalVans’ assets and liabilities with
the difference between the two being reported as net position. Trends of increasing or decreasing
net position may serve as useful indicators of financial health. The entire equity section is
combined to report total net assets and is displayed in three components — invested in capital
assets, net of related debt; restricted net position; and unrestricted net position.

The net position component invested in capital assets, net of related debt consists of capital
assets, net of accumulated depreciation, and is reduced by the outstanding balances of any
borrowings attributable to the acquisition, construction or improvements of those assets.

Restricted net position consists of assets where constraints on their use are either (a) externally
imposed by creditors (such as through debt covenants), grantors, contributors, or laws and
regulations of other governments or (b) imposed by law through constitutional provisions or
enabling legislations.

Unrestricted net position consists of net position that do not meet the definition of restricted or
invested in capital assets, net of related debt.

Revenues and expenses are categorized as either operating or non-operating based upon the
definitions provided by GASB Statements No. 33 and No. 34. Significant recurring resources of
CalVans, such as capital contributions, are reported as non-operating revenues.

The Statement of Cash Flows is presented using the direct method and includes a reconciliation
of operating cash flows to operating income.



CALIFORNIA VANPOOL AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEARS ENDED JUNE 30, 2014 AND 2013 (CONTINUED)

Financial Highlights

Statement of Revenues, Expenses. and Changes in Net Position

A summary of CalVans’ Statement of Revenues, Expenses, and Changes in Net Position for the
years ended June 30, 2014, 2013 and the period from inception (October 21, 2011) to June 30,
2012 is as follows:

Increase/(Decrease)
2014 2013 Amount % 2012

Operating revenue % 6,777,562 $ 6,432,286 $§ 345,276 5% $ 2,866,827
Operating expenses 9,589,408 9,243,628 345,780 4% 4,187,877
Operating loss (2,811,846) (2,811,342) (504) 0% (1,321,050)
Non-operating revenue 1,563,639 952,594 611,045 64% 359,716
Capital contributions 653,878 1,573,705 (919,827) (58)% 1,090,725
Transfer in/(out) - - - 0% 7,204,368
Increase/(decrease)

in net position $ (594,329) $§ (285,043) § (309,286) 109% $ 7,333,759

The combined Operating and Non-operating revenues for fiscal year 2014 increased by $956,321
over fiscal year 2013. There was an increase in Operating revenues in 2014 over fiscal year
2013 due to increase in number of vans being operated. The increase in the Non-operating
revenue was due to increase in Federal grants, Other governmental funds and Miscellaneous
revenues.

Operating expenses for fiscal year 2014 increased by $345,780 or 4% over fiscal year 2013
primarily due to increase in number of vans being operated.

Capital contributions in fiscal year 2014 were lower compared to fiscal year 2013 due to
decrease in purchase of new vans.




CALIFORNIA VANPOOL AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEARS ENDED JUNE 30, 2014 AND 2013 (CONTINUED)

Financial Highlights (Continued)

Below is a schedule showing major sources of revenue broken out between operating and non-
operating sources.

Increase/(Decrease)
2014 2013 Amount % 2012
Operating Revenue by
Major Source
Passenger fares $ 6,777,562 $6432,286 $§ 345,276 5% 2,866,827
Non-Operating
Revenues by Major
Source
Federal grants 166,590 81,379 85,211 105% 127,307
Measure C Funding 518,933 361,701 157,232 43% 102,822
San Joaquin Air
Pollution Control
District 603,456 474,459 128,997 27% 70,890
Miscellaneous 193,374 12,657 180,717 1,428% 413
Gain (loss) on sale of
equipment 78,522 19,536 58,986 302% 55,291
Interest Income
(net expense) 2,764 2,862 (98) 3)% 2,993
Total Revenue $ 8,341,201 $ 7,384,880 § 956,321 13% § 3,226,543

CalVans passenger fares increased by $345,276 or 5% in fiscal year 2014 over fiscal year 2013
due to the increase in number of vans being operated.

Federal grants increased by $85,211 or 105% due to an increase in JARC program.

Measure C funding increased by $157,232 or 43% due to increase in Grant funded vans in the
Fresno area.

Funding received from the San Joaquin Air Pollution Control District increased $128,997 or 27%
due to the increase in riders eligible to receive San Joaquin Air Pollution Control District

vouchers.

Miscellaneous revenues increased $180,717 or 1,428% due to miscellaneous reimbursements and
increased participation in the Guaranteed Ride Home program.

Gain on sale of equipment increased by $58,986 or 302% this is due to more vans sold for gain.




CALIFORNIA VANPOOL AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEARS ENDED JUNE 30, 2014 AND 2013 (CONTINUED)

Financial Highlights (Continued)

Below is a schedule showing the detail of operating expenditures.

Increase/(Decrease)
2014 2013 Amount % 2012
Salaries $ 1,314,746 $§ 1,158,778 § 155,698 13% $ 485,572
Fringe Benefits 412,143 415,729 (3,586) ()% 161,225
Maintenance — Equip 770,112 821,798 (51,686) (6)% 285,162
Fuel & Oil 3,004,642 3,039,677 (35,035) W% 1,341,779
Other Material & Supplies 23,571 30,045 (6,474) 22)% 4,701
Rents & Leases of Equip 433,592 304,420 129,172 42% 105,924
Utilities 52,184 38,158 14,026 37% 14,821
Insurance 850,457 766,152 84,305 11% 486,971
Miscellaneous 862,445 842,007 20,438 2% 378,039
Depreciation 1,865,516 1,826,864 38,652 2% 923,683
Total Operating Expenses $ 9,589,408 § 9,243,628 §$§ 345,780 4% $ 4,187,877

Operating expenses, less depreciation, for fiscal year 2014 was $7,723,892 a net increase from
2013 of $307,128 or 4%. The increase was due to increase in Salaries and Fringe Benefits and

Rents & Leases of Equipment.

A salary adjustment of 8.56% for employees retirement contribution into PARS was approved by
the Board on June 27, 2013 resulting in an increase in Salary and Fringe Benefits of $155,698.

Maintenance - Equip had a decrease of $51,686 due to reduced cost of maintenance expense.

The increase in Insurance expense in the amount of $84,305 was due to net increase in purchase
of new vehicles versus sale of older vehicles.

Depreciation expense increased by $38,652 from $1,826,864 in 2013 to $1,865,516 in 2014.
This was due to net change in purchased vehicles versus sold vehicles.




CALIFORNIA VANPOOL AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEARS ENDED JUNE 30, 2014 AND 2013 (CONTINUED)

Statement of Net Position e

A comparison of CalVans’ Statement of Net Position as of June 30, 2014, 2013, and 2012 is as
follows:

Increase/(Decrease)
2014 2013 Amount % 2012
Current assets $ 1,310,974 $ 783,169 § 527,805 67% $ 629,590
Noncurrent assets - capital
assets, net 5,594,026 6,862,089  (1,268,063) (18)% 7,048,230
Total Assets $ 6,905,000 § 7,645258 $ (740,258) 10% § 7,677,820
Current liabilities $ 450,613 § 596,542 § (145,929) (24)% $ 344,061
Total Liabilities 450,613 596,542 (145,929) (24)% 344,061
Net position:
Invested in capital assets
net of related debt 5,594,026 6,862,089  (1,268,063) (18)% 7,048,230
Unrestricted 860,361 186,627 673,734 361% 285,529

Total Net Position $ 6,454,387 $ 7,048,716 $ (594,639) (8)% $ 7,333,759

Current Assets increased by $527,805 primarily because of increase in Cash.

Noncurrent Assets decreased by $1,268,063 primarily due to increase in Accumulated
Depreciation.

Current Liabilities decreased by $145,929 due primarily to decrease in Accounts Payable.




CALIFORNIA VANPOOL AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEARS ENDED JUNE 30, 2014 AND 2013 (CONTINUED)

Statement of Cash Flow/Cash Investments

A comparison presentation of CalVans’ major sources and uses of cash, for the years ended June
30, 2014, 2013 and the period from inception (October 21, 2011) to June 30, 2012 are as follows:

Increase/(Decrease)
2014 2013 Amount % 2012
Net cash used in operating
activities $ (1,210,565) $ (806,807) § (403,758) 50% $  (368,541)
Net cash provided by
noncapital financing
activities 1,687,770 823,129 864,641 105% 410,019
Net cash used in
(provided by) capital
and related financing
activities 134,947 (314,695) 449,642 (143)% 251,630
Net cash provided by
investing activities 2,764 2,862 (98) (3)% 2,993
Net (decrease) increase
in cash and cash equivalents 614,916 (295,511) 910,427 (308)% 296,101
Cash and cash equivalents,
beginning of year 590 296,101 (295,511) 100% -
Cash and cash equivalents,
end of year $ 615506 § 590 $ 614,916 104,223% $ 296,101

Overall, the total cash at the end of 2014 increased by $614,916 over 2013 primarily from
increase in Revenues and reduction in Accounts Receivables.

-10 -




MANAGEMENT’S DISCUSSION AND ANALYSIS

CALIFORNIA VANPOOL AUTHORITY

FOR THE YEARS ENDED JUNE 30, 2014 AND 2013 (CONTINUED)

Capital Assets

Details of the capital assets, net of accumulated depreciation, as of June 30, 2014, 2013, and

2012 are as follows:

Current assets
being depreciated
Vans
Administrative vehicles
Equipment - vans
Equipment - office

Total capital assets being
depreciated

Less: accumulated
depreciation:
Vans
Administrative vehicles
Equipment - vans
Equipment - office

Total accumulated
depreciation

Capital Assets, net

Increase/(Decrease)

2014 2013 Amount % 2012
$ 13,311,586 $ 13,277,539 § 34,047 0% $ 12,099,333
145,004 164,791 (19,787) (12)% 164,791
825,178 825,178 - 0% 719,122
356,035 356,035 - 0% 356,035
14,637,803 14,623,543 14,260 0% 13,339,281
(8,164,591) (7,127,724)  (1,036,867) 15% (5,904,889)
(91,836) (82,622) (9,214) 11% (53,621)
(564,811) (399,776) (165,035) 41% (252,416)
(222,539) (151,332) (71,207) 47% (80,125)
(9,043,777) (7,761,454)  (1,282,323) 17% (6,291,051)
$ 5,594,026 $ 6,862,089 $ (1,268,063) (18)% $ 7,048,230

As of the end of fiscal year 2014, CalVans' capital assets, before accumulated depreciation,
increased by $14,260 over fiscal year 2013. This was due to net change in purchased vehicles

versus sold vehicles.

More detailed information about CalVans’ capital assets and depreciation is presented in Note 4
of the Notes to the Financial Statements.

- 11 -
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CALIFORNIA VANPOOL AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALY SIS
FOR THE YEARS ENDED JUNE 30, 2014 AND 2013 (CONTINUED)

Economic Condition, Outlook, and Activity

As a vanpool provider to over 17 counties across the State of California, CalVans’ staff works
with individuals and companies in various industries involving government employees,
agricultural workers, and growers. With a goal of providing mobility to workers, staff meets
with those interested in forming vanpools to both save money and/or provide a form of
transportation currently not available. Vehicles are moved between regions as the work centers
shift due to employment or economic cycles.

State and Federal employees continue to be one of the larger user groups of the CalVans
program. This is in part a result of incentives they receive for ridesharing. State workers can
receive $65 a month while Federal workers can receive $130. In addition, those in the San
Joaquin Valley can receive an additional $30 a month voucher from the San Joaquin Air District.

Vanpool growth in the Fresno County area continues to be higher than that found in other areas.
This is due in a large part to the Fresno County Measure C program that provides monthly
support for Fresno County residents who wish to vanpool. In addition, Fresno County Rural
Transit Agency has purchased 70 new vans over the past several years for use by Fresno
residents. These two efforts have and will continue to drive vanpool growth in the Fresno
County area.

High fuel price and poor economic conditions are still the main reasons people inquire about
forming a vanpool. This will continue to be the case going forward as fuel prices continue to
remain unstable. It will be a number of years before an alternate less expensive fuel source, such
as that from drilling in recently discovered Monterey Shale formation become available.
Economic condition will also not be improving in the near future.

Use of vouchers by agricultural contractors and growers continues to grow. Growers like the use
of vouchers because it gives them the ability to attract workers while complying with new field
health and safety rules. In addition it allows workers to travel greater distances to work, where
they would not have traveled on their own. The number of companies providing vouchers has
grown from 4 three years ago to over 18 today. Presently over 50% of those farmworkers using
CalVans receives a voucher from their employer covering the cost of their ride.

CalVans’ staff will continue to monitor any changes in the economic conditions and regional
demands. CalVans is committed to providing commuters with safe and reliable transportation at
a lower cost and a smaller carbon footprint than driving alone.

Contacting CalVans’ Financial Management

CalVans’ financial report is designed to provide CalVans’ Board of Directors, management, and

the public with an overview of CalVans’ finances. For additional information about this report,
please contact Ron Hughes, Executive Director, at 1340 North Drive, Hanford, CA 93230-5962.

-12-




CALIFORNIA VANPOOL AUTHORITY
STATEMENTS OF NET POSITION
JUNE 30, 2014 AND 2013

2014 2013
ASSETS
Current assets:
Cash $ 615,506 $ 590
Receivables 695,142 782,579
Prepaid expenses 326 -
Total current assets 1,310,974 783,169
Noncurrent assets:
Capital assets:
Vans 13,311,586 13,277,539
Equipment - vans 825,178 825,178
Admin vehicles 145,004 164,791
Equipment - office 356,035 356,035
Less accumulated depreciation (9,043,777) (7,761,454)
Total capital assets (net of accumulated depreciation) 5,594,026 6,862,089
Total noncurrent assets 5,594,026 6,862,089
TOTAL ASSETS $ 6,905,000 $ 7,645,258
LIABILITIES
Current liabilities:
Accounts payable $ 321,903 $ 479,213
Accrued payroll & related liabilities 128,710 117,329
Total current liabilities 450,613 596,542
TOTAL LIABILITIES 450,613 596,542
NET POSITION
Invested in capital assets, net of related debt 5,594,026 6,862,089
Unrestricted 860,361 186,627
TOTAL NET POSITION $ 6,454,387 $ 7,048,716

The accompanying notes are an integral part of these financial statements
-13 -



CALIFORNIA VANPOOL AUTHORITY
STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION
FOR THE YEARS ENDED JUNE 30, 2014 AND 2013

2014 2013
OPERATING REVENUES
Passenger fares $ 6,777,562 $ 6,432,286
Total operating revenues 6,777,562 6,432,286
OPERATING EXPENSES
Salaries & benefits 1,726,889 1,574,507
Insurance 850,457 766,152
Professional & specialized services 659,128 459,619
General & administrative 699,550 753,900
Fuel, repairs, and maintenance 3,787,868 3,862,586
Depreciation 1,865,516 1,826,864
Total operating expenses 9,589,408 9,243,628
OPERATING LOSS (2,811,846) (2,811,342)
NON-OPERATING REVENUE (EXPENSES)
Federal & state operating grants 166,590 81,379
Other governmental funds 1,122,389 836,160
Gain on sale of equip , 78,522 19,536
Other income 193,374 12,657
Interest income 2,764 2,862
Total non-operating revenues (expenses) 1,563,639 952,594
NET LOSS BEFORE CAPITAL CONTRIBUTIONS
AND TRANSFERS (1,248,207) (1,858,748)
CAPITAL CONTRIBUTIONS AND TRANSFERS
Contributions from governmental agencies 653,878 1,573,705
Transfer in - -
Total capital contributions and transfers 653,878 1,573,705
INCREASE (DECREASE) IN NET POSITION (594,329) (285,043)
TOTAL NET POSITION, BEGINNING OF YEAR 7,048,716 7,333,759
TOTAL NET POSITION, END OF YEAR $ 6,454,387 $ 7,048,716

The accompanying notes are an integral part of these financial statements
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CALIFORNIA VANPOOL AUTHORITY
STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED JUNE 30, 2014 AND 2013

2014 2013
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers $ 6,659,582 $ 6,377,012
Payments to suppliers, contracted entities, and others (6,154,639) (5,616,666)
Payments to employees (1,715,508) (1,567,153)
Net cash used in operating activities (1,210,565) (806,807)
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Federal, state, and local operating assistance 1,687,770 823,129
Transfers in - -
Net cash provided by noncapital financing activities 1,687,770 823,129
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Federal and state capital grants received 653,878 297,700
Proceeds from sale of capital assets 101,276 113,868
Payments for capital assets (620,207) (726,263)
Net cash (used in) provided by capital and related financing activities 134,947 (314,695)
CASH FLOWS FROM INVESTING ACTIVITIES
Interest from investments 2,764 2,862
Net cash provided by investing activities 2,764 2,862
NET (DECREASE) INCREASE IN CASH AND CASH EQUIVALENTS 614916 (295,511)
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 590 296,101
CASH AND CASH EQUIVALENTS AT END OF YEAR 615,506 590
RECONCILIATION OF OPERATING LOSS TO NET CASH USED IN
OPERATING ACTIVITIES:
Operating loss (2,811,846) (2,811,342)
Adjustments to reconcile operating loss to net cash used in
operating activities
Depreciation 1,865,516 1,826,864
(Gain) loss on sale of capital assets - (19,536)
(Increase) decrease in:
Accounts receivable (117,980) (55,274)
Prepaid expenses (326) -
Increase (decrease) in:
Accounts payable (157,310) 245,127
Accrued payroll and related liabilities 11,381 7,354
Net cash used in operating activities $ (1,210,565) $ (806,307)

SUPPLEMENTAL DISCLOSURE OF NON-CASH INVESTING AND FINANCING TRANSACTIONS

During the year ended June 30, 2013, Fresno County Rural Transit Agency contributed net capital assets related to the

vanpool program to CalVans in the amount of $953,505.

The accompanying notes are an integral part of these financial statements.
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CALIFORNIA VANPOOL AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2014 AND 2013

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. Description of Reporting Entity

California Vanpool Authority (CalVans), a joint powers agency, is comprised of the following
cleven agencies: Association of Monterey Bay Area Governments, Fresno Council of Governments,
Kings County Association of Governments, Madera County Transportation Commission, Napa
County Transportation and Planning Agency, Sacramento Area Council of Governments, Santa
Barbara County Association of Governments, Tulare County Association of Governments, Ventura
County Transportation Commission, Kern Council of Governments, and the Merced County
Association of Governments.

The program began in 2001 under Kings County Area Public Transit Agency (KCAPTA), in
response to requests from State Correctional officers traveling to local State Facilities and from
Governors office seeking a safe way to transport farm workers. The program for the State
employees was established with the employees paying 100% of the program cost. The program for
the farmworkers was funded by State and Federal grants with the goal of establishing a self-
sustaining program. What started with one vanpool for a State employee and her coworkers has
grown to one providing over 450 vanpools serving State and Federal workers, teachers, students and
farm workers. This growth resulted in the formation of CalVans, a separate public agency
established to provide vanpool services.

CalVans was formed on October 21, 2011. The transition of staffing and equipment to CalVans was
completed by December 31, 2011. Personnel became employees of CalVans and maintained the
same employment benefits, rights, and protections they had as employees of KCAPTA. After the
transition of vanpool program employees from KCAPTA to CalVans, the County continues to
provide the following benefits and services to CalVans on a cost allocation basis: self-insurance
benefits; fiscal and accounting services; banking and investment services; and information
technology. CalVans reimburses the following services to the County: human resources, motor pool
services, building maintenance services, and engineering services. These services are reimbursed to
the County based upon actual cost or rates established by the County for the same services provided
to non-County agencies. The County provides additional services to CalVans on an as needed basis
billed at the standard rate for actual services provided.
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CALIFORNIA VANPOOL AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2014 AND 2013

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
B. Measurement Focus, Basis of Accounting and Presentation

The financial statements of CalVans have been prepared in conformity with general accepted
accounting principles (GAAP). The Governmental Accounting Standards Board (GASB) is the
acknowledged standard setting body for establishing accounting and financial reporting standards
followed by governmental entities in the United States.

In accordance with GASB Statement No. 62, Codification of Accounting and Financial Reporting
Guidance Contained in Pre-November 30, 1989 FASB and AICPA Pronouncements, CalVans
applies all applicable GASB pronouncements as well as Financial Accounting Standards Boards
(“FASB™) Statements and Interpretations issued on or before November 30, 1989, that do not
conflict with GASB pronouncements. CalVans has elected not to apply FASB Standards issued
after November 30, 1989.

The financial statements are reported using the economic resources measurement focus and the
accrual basis of accounting. Revenues are recorded when earned and expenses are recorded at the

time liabilities are incurred, regardless of when the related cash flows take place.

Basis of Accounting

CalVans maintains their accounting records on the cash basis of accounting. The records are
converted to the accrual basis for financial reporting purposes at year-end. Under the accrual basis
of accounting, revenues are recognized when earned and expenses are recorded when the liability is
incurred or the economic asset is used. Revenues, expenses, gains, losses, assets, and liabilities
resulting from exchange and exchange-like transactions are recognized when the exchange takes
place. Enterprise funds distinguish operating revenues and expenses from non-operating items.
Operating revenues and expenses generally result from providing services in connection with
CalVans® principal ongoing operational activities. Charges to customers represent CalVans’
principal operating revenues and include passenger 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 non-operating revenues and/or expenses.

Grant revenues are recognized in the fiscal year in which all eligibility requirements are met. Under

the terms of grant agreements, CalVans may fund certain programs with a combination of cost-
reimbursement grants, state, and local grants.
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CALIFORNIA VANPOOL AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2014 AND 2013

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. Implementation of New Pronouncements

During the year ended June 30, 2014, CalVans implemented the following accounting and financial
reporting standards:

Government Accounting Standards Board Statement No. 65

In March 2012, GASB issued Statement No. 65, Items Previously Reported as Assets and Liabilities.
This Statement establishes accounting and financial reporting standards that reclassify, as deferred
outflows of resources or 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. This Statement also provides other financial
reporting guidance related to the impact of the financial statement elements deferred outflows of
resources and deferred inflows of resources, such as changes in the determination of the major fund
calculations and limiting the use of the term deferred in financial statement presentations.

Government Accounting Standards Board Statement No. 66

In March 2012, GASB issued Statement No. 66, Technical Corrections -2012- an amendment of
GASB Statements No. 10 and No. 62. The objective of this Statement 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, Statements No 54, Fund Balance Reporting
and Governmental Fund Type Definitions, and No. 62, Codification of Accounting and Financial
Reporting Guidance Contained in Pre-November 30, 1989 FASB and AICPA Pronouncements.

Government Accounting Standard Board Statement No. 67

In June 2012, GASB issued Statement No. 67, Financial Reporting for Pension Plans — an
amendment of GASB Statement No. 25. The objective of this Statement is to improve financial
reporting by state and local governmental pension plans. This Statement results from a
comprehensive review of the effectiveness of existing standards of accounting and financial
reporting for pensions with regard to providing decision-useful information, supporting assessments
of accountability and interperiod equity, and creating additional transparency.
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CALIFORNIA VANPOOL AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2014 AND 2013

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
D. Pooled Cash and Investments

The Kings County Treasurer pools cash from various governmental agencies for investment
purposes. Interest received on the investment is prorated to individual agencies based on their
average cash balances.

The County is authorized to deposit cash and invest excess funds by the California Government
Code Section 53600 et. seq. Deposited funds maintained by the County are either secured by federal
depository insurance or collateralized. These pooled funds are carried at cost, which approximates
market value.

For purposes of the Statement of Cash Flows, CalVans considers all highly liquid investments with a
maturity of three months or less when purchased to be cash equivalents.

E. Capital Assets

Purchases of capital assets are recorded at cost at the time of purchase. Capital assets are defined by
CalVans as assets with an estimated useful life in excess of one year and an initial individual cost of
$5,000 or more. Depreciation is computed using the straight-line method over the asset's estimated
useful life ranging from five to ten years.

Years
Revenue equipment 5-10
Service vehicles, shop, office, and other equipment 5-10

The costs of normal maintenance and repairs that do not add to the value of the asset or materially
extend asset lives are not capitalized.

F. Accrued Vacation and Sick Leave

All regular full-time and regular part-time employees accumulate sick leave based on length of
service. Unused accrued vacation is paid out to employees at the date of termination. If the employee
retires in good standing from CalVans employment, they will have the option to receive a percentage
of the dollar value of accrued sick leave (at the time of retirement) put into an “account” to be used
toward Kings County health insurance premiums only, at a rate not to exceed the family option per
month until the employee is eligible (by age) for Medicare or the money runs out, whichever is first.
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CALIFORNIA VANPOOL AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2014 AND 2013
NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

F. Accrued Vacation and Sick Leave (Continued)

The retiree health benefit percentage shall be as follows for employees hired after January 1, 1999:

Percent of
Compensation
(based on hours)
Service Hours Health Benefit
20,801 - 31,200 25%
31,201 - 41,600 35%
41,601 and over 45%

The accrued vacation liability and 25% of accrued sick leave liability is recorded on the statement of
net position as a current liability. Changes to the liability are recorded as an increase or decrease to
operating expenditures on the statement of revenues, expenses, and changes in net position.

Employees hired prior to January 1, 1999 shall be allowed a one time irrevocable election to decide
whether to receive the retiree health insurance option or cash as follows:

Percent of
Percent of Compensation
Compensation (based on
(based on hours)  hours) Health
Service Hours Cash Benefit
10,401-41,600 25% 40%
41,601 and over 30% 50%

The accrued vacation liability and 50% accrued sick leave liability for all employees hired prior to
January 1, 1999 is recorded on the statement of net position as a current liability.
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CALIFORNIA VANPOOL AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2014 AND 2013

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
G. Classification of Revenues and Expenses

Operating revenues: Operating revenues include activities that have the characteristics of exchange
transactions such as passenger revenues and advertising revenues.

Operating expenses: Payments to suppliers and to employees and on behalf of employees and all
payments that do not result from transactions defined as capital and related financing, noncapital
financing, or investing activities.

Non-operating revenues: Non-operating revenues include activities that have the characteristics of
non-exchange transactions and other revenue sources that are defined as non-operating revenues by
GASB Statement No. 9, Reporting cash flows of Proprietary and Nonexpendable Trust Funds and
Governmental Entities that use Proprietary Fund Accounting, and GASB Statement No. 34, Basic
Financial Statements — and Management’s Discussion and Analysis — for State and Local
Governments. Examples of non-operating revenues would be federal grants and investment income.

Non-operating expenses: Payments that result from transactions defined as capital and related
financing, non-capital financing, payments to pass-through agencies, or investing activities.

H. Contributed Capital

In accordance with GASB Statement No. 33, Accounting and Financial Reporting for Nonexchange
Transactions, capital grants are required to be included in the determination of net income, resulting
in net revenue of $653,878 for the year ended June 30, 2014, and net revenue of $1,573,705 for the
year ended June 30, 2013.

I. Federal, State, and Local Grants
Federal, state, and local grants are accounted for in accordance with the purpose for which the grants
are intended. Grants for operating assistance and the acquisition of equipment are recorded as

revenues in the year in which the related grant conditions are met. Advances received on grants are
recorded as deferred revenue until related grant conditions are met.
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CALIFORNIA VANPOOL AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2014 AND 2013

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
J. Estimates

The preparation of the 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 amounts reported in the financial statements and accompanying notes. Actual results
may differ from those estimates.

K. Funding Sources/Program
Federal Grants
Section 5309 Capital Grants

Section 5309 provides grants to capital projects at 80%. Capital projects include the
acquisition, construction, improvement, and other incidental costs of facilities and equipment
used in the operation of transportation services.

Section 5316 Capital, Planning, and Operating Grants

Section 5316 was established to address the unique transportation challenges faced by
welfare recipients and low-income persons seeking to obtain and maintain employment.
Many new entry-level jobs are located in suburban areas, and low-income individuals have
difficulty accessing these jobs from their inner city, urban, or rural neighborhoods. In
addition, many entry-level jobs require working when conventional transit services are either
reduced or non-existent. Grants may be used for capital, planning, and operating expenses
for projects that transport low-income individuals to and from jobs and activities related to
employment and for reverse commuters regardless of income.

-0




CALIFORNIA VANPOOL AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2014 AND 2013

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
K. Funding Sources/Program (Continued)
Congestion Mitigation and Air Quality (CMAQ)

The State of California apportions Federal CMAQ funding for projects that will contribute to
meeting the attainment of national ambient air quality standards. The CMAQ program
supports two important goals of the Department of Transportation: improving air quality and
relieving congestion. The Safe Accountable Flexible Efficient Transportation Equity Act: A
Legacy for Users (SAFETEA-LU) strengthens these goals by establishing priority
consideration for cost-effective emission reduction and congestion mitigation activities. The
Kings County Council of Governments is responsible for selecting and prioritizing projects
for funding, in consultation with the State of California, for this program.

Other Governmental Grants Capital and Operating Grants

Fresno County Measure C: The 2006 Measure “C” Extension Expenditure Plan,
passed by voters in November 2006, provides funds for vanpool programs in Fresno
County. The program is designed to encourage, facilitate, and help fund new
vanpools and offer financial assistance to existing vanpools to ensure their viability.

San Joaquin Valley Air Pollution Control District (the “District”) “REMOVE
II”: The REMOVE II Program provides incentives for specific projects that will
reduce motor vehicle emissions within the District. The purpose of the REMOVEII
Program is to assist the District in attaining the requirements of the California Clean
Air Act. This is accomplished by allocating funds to cost-effective projects that have
the greatest motor vehicle emission reductions resulting in long-term impacts on air
pollution problems in the San Joaquin Valley. All projects must have a direct air
quality benefit to the District. Any portion of a project that does not directly benefit
the District within its boundaries will not be allowed for funding or in calculating
emission reductions.

NOTE 2: CASH AND CASH EQUIVALENTS

Cash and cash equivalents consist of cash in the Kings County Treasury as part of the common
investment pool and with a commercial bank. These pooled funds are carried at cost, which
approximates market value. Investment income from the pool is allocated back to the respective
funds based on each fund’s equity in the pool. Any investment losses are proportionately shared by
all funds in the pool. At June 30, 2014 and 2013, CalVans had $530,412 and $(54,446),
respectively, with the County Treasurer. The fair market value of this pool as of that date, provided
by the pool sponsor, was $529,713 and $(54,019), respectively.
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CALIFORNIA VANPOOL AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2014 AND 2013

NOTE 2: CASH AND CASH EQUIVALENTS (CONTINUED)

At June 30, 2014 and 2013, the reported amount of CalVans’ deposits with banks was $85,094 and
$55,036, respectively.

The County is authorized to deposit cash and invest excess funds by California Government Code
Sections 53601 et. seq., 53635 et. seq., and 53648 et. seq. The County is restricted by Government
Code Section 53635, pursuant to Section 53601, to invest in time deposits, U.S. government
securities, state registered warrants, notes or bonds, State Treasurer’s investment pool, banker’s
acceptances, commercial paper, negotiable certificates of deposit, and repurchase agreements.

Investments in investment pools are considered unclassified as to credit risk because they are not
evidenced by securities that exist in physical or book entry form. Investments in investment pools
and other pooled investments are excluded from the concentration of credit risk disclosure under
GASB Statement No. 40.

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 rate. As of the year-end, the weighted average maturity of
the investments contained in the County Treasury investment pool was approximately 22 months.

Credit risk is the risk of loss due to the failure of the security issuer or backer. Credit risk is
mitigated by: (a) limiting investments to the safest types of securities; (b) prequalifying the financial
institutions, broker/dealers, intermediaries, and advisors with which the Treasury will do business;
and (c) diversifying the investment portfolio so that potential losses on individual securities will be
minimized.

The County Treasury does not invest in any one corporate issuer that is in excess of ten percent of
the County’s total investments. There were no investments in corporate issuérs which exceeded five
percent.

Custodial credit risk does not apply to a local government’s indirect investment in securities through
the use of mutual funds or government investment pools. Kings County issues a financial report that
includes custodial credit risk disclosures for the cash in County Treasury. The report may be
obtained by writing to the Kings County Treasurer, at Government Center, 1400 West Lacey
Boulevard, Hanford, California 93230.
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CALIFORNIA VANPOOL AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2014 AND 2013

NOTE 3: RECEIVABLES

Receivables consist of the following at June 30:

2014 2013
Accounts receivable $ 364,946 § 246,966
Due from other governments 330,196 535,613

$ 695142 § 782,579

Management considers all receivables to be fully collectible. No allowance for uncollectible
accounts has been recorded.

NOTE 4: CAPITAL ASSETS AND DEPRECIATION

Capital assets, net of accumulated depreciation, consist of the following at June 30:

Balance Balance
June 30,2013  Increases Decreases  June 30, 2014
Capital assets being
depreciated:
Vans $ 13,277,539 $ 620207 $ (586,160) $ 13,311,586
Administrative vehicles 164,791 - (19,787) 145,004
Equipment —vans 825,178 - - 825,178
Equipment — office 356,035 - - 356,035
Total capital assets, being
depreciated: 14,623,543 620,207 (605,947) 14,637,803
Less accumulated
depreciation for:
Vans (7,127,724)  (1,600,272) 563,406 (8,164,590)
Administrative vehicles (82,622) (29,001) 19,787 (91,836)
Equipment —vans (399,776) (165,036) - (564,812)
Equipment — office (151,332) (71,207) - (222,539)
Total accumulated
depreciation (7,761,454)  (1,865,516) 583,193 (9,043,777)
Capital assets, net $ 6,862,089 $ (1,245,309) $ (22,754) $ 5,594,026

Depreciation expense for the year ended June 30, 2014 was $1,865,516. Depreciation expense for
the year ended June 30, 2013 was $1,826,864.
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CALIFORNIA VANPOOL AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2014 AND 2013

NOTE 5: OPERATING LEASE COMMITMENTS

In fiscal year 2014, CalVans leased sixty-one vehicles from Merchants Automotive Group Inc. The
sixty-one vehicles have not met their minimum operating lease requirement. The minimum lease
obligation associated with these vehicles as of June 30,2014 is $428,467; all of which is due during
the fiscal year ended June 30, 2014.

CalVans has entered into a number of rental agreements held as operating leases, these leases have
cancellation provisions and are subject to annual appropriations. For the year ended June 30, 2014,
these rental lease expenditures approximated $74,682 for leases related to CalVans operations.

KCAPTA negotiated a 10 year lease beginning July 1, 2005 and terminating on June 30, 2015 to
lease the premises in which KCAPTA and CalVans both conduct their operations. The premises
were constructed when KCAPTA was part of Kings County and are owned by the County. The
agreement states the monetary contributions made by KCAPTA during the development and
construction of the premises will serve as KCAPTA’s sole payment. The lease may be terminated by
either party upon 180 days written notice of such termination. In July 2013, KCAPTA moved its
administrative operations to a different location, and effective October 2013, the lease agreement
with Kings County was assigned to CalVans.

NOTE 6: COMPENSATED ABSENCES

Accumulated compensated absences payable in future years is recorded as an expense in the year
earned by employees. CalVans had 35 employees during the fiscal year. The accrued benefits at
June 30, 2014 and 2013 were $128,710 and $117,329, respectively, and are included in accrued
payroll and related liabilities.

NOTE 7: DEFINED BENEFIT PENSION PLAN

Effective July 1, 2013, CalVans became a member of PARS (Public Agency Retirement Services).
Existing employees were able to move their accrued time from CalPERS to the PARS plan, effective
back to December 31,2011. PARS is a defined benefit plan providing 2% at 62. The 2% is adjusted
should an employee choose to retire before or after their 62" birthday. Employees are vested after 5
years, with final pay being equal to the highest average consecutive thirty-six (36) months of
compensation with the Agency. Employees contribute half of the normal cost as determined by an
actuarial valuation. Employee contributions are made on a pre-tax basis and are deducted each
payroll period.

Employees are vested after five (5) years and may receive a refund of Employee Contributions plus
three percent (3%) interest earnings upon termination. There is no death benefit under the plan.
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CALIFORNIA VANPOOL AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2014 AND 2013

NOTE 8: DEFERRED COMPENSATION PLAN

CalVans has made available to its eligible employees a deferred compensation plan under the terms
of Section 457 of the Internal Revenue Code. CalVans matches 33.3% of the management
employee's deferral up to a maximum of $2,500 annually. The deferred compensation is not
available to employees until termination, retirement, death, or unforeseeable emergency. Amounts
accumulated under the plan have been invested in several investment options at the discretion of the
employee. As of June 30,2014 and 2013, $40,347 and $40,347, respectively, had been contributed
to the Deferred Compensation Plan, which is not included as part of the financial statements.

GASB Statement No. 32 rescinded GASB Statement No. 2 and established accounting and financial
reporting standards for Internal Revenue Code Section 457 deferred compensation plans of state and
local governmental employers. The laws governing these plans were changed to state that as of
August 20, 1996, new plans would not be considered eligible unless all assets and income of the plan
are held in trust or covered by annuity contract for the exclusive benefits of the participants and their
beneficiaries. CalVans’ plan meets this requirement.

NOTE 9: CONTINGENT LIABILITIES

Grants have been received by CalVans for specific purposes that are subject to review and audit by
the grantor agencies. Such audits could lead to a request for reimbursement for costs disallowed
under the terms of the grants. The amount, if any, of costs that may be disallowed by the granting
agencies cannot be determined at this time. Management expects such amounts, if any, to be
immaterial.

NOTE 10: FEDERAL TRANSPORTATION FUNDS

Under provisions of Section 5309 of the Federal Transit Administration, federal resources are made

available for operating, planning, capital, and capital maintenance, subject to certain limitations, *

CalVans spent federal assistance funds in the amount of $132,343 for the year ended June 30, 2014,
and $43,801 for the year ended June 30, 2013.

-27 -

-

< 0

o

75



CALIFORNIA VANPOOL AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2014 AND 2013

NOTE 11: RISK MANAGEMENT LIABILITY

CalVans is exposed to various risks of loss related to torts; theft of, or damage to and destruction of
assets; errors and omissions; injuries to employees; and natural disasters. CalVans is insured with
commercial carriers. CalVans’ schedule of insurance coverage is as follows:

CALIFORNIA VANPOOL AUTHORITY
SCHEDULE OF INSURANCE COVERAGE

JUNE 30, 2014

Type of Coverage Amount of Coverage Effective Dates
12/26/2013 to

Worker's Compensation 1,000,000 12/26/2014
12/26/2013 to

Commercial Property Varies 12/26/2014
12/26/2013 to

General Liability $2,000,000 12/26/2014
12/26/2013 to

Commercial Automobile $1,000,000 12/26/2014
12/26/2013 to

Automobile Excess Liability $9,000,000 12/26/2014
12/26/2013 to

Crime Policy Varies 12/26/2014

NOTE 12: OTHER POST EMPLOYMENT BENEFITS

In July 2004, GASB issued Statement 45, Accounting, and Financial Reporting by Employers for
Post-retirement Benefits Other Than Pensions. This statement establishes standards for the
measurement, recognition, and display of other post-retirement benefits expenses/expenditures and
related liabilities (assets), note disclosures and required supplementary information in the financial
reports of state and local governmental employers.

CalVans does not offer any post-retirement benefits other than pensions.
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CALIFORNIA VANPOOL AUTHORITY
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2014

Federal Grantor/ Federal
Pass-Through Grantor/ CFDA Pass-Through Federal
Program Title Number Number Expenditures

U.S. DEPARTMENT OF TRANSPORTATION

Federal Transit Administration:

Pass-through California Department of

Transportation
FTA 5316 — Job Access Reverse Commute 20.516 SA642641 132,343
Subtotal 132,343

Pass-through Kings County Area Public Transit

Agency
Federal Transit Cluster
State of Good Repair Grant (5309) 20.500 CA-04-0257 417,034
Federal Transit Formula Grant (5307) 20.507 CA-90-Y787 58,508
Total Federal Transit Cluster 475,542
Congestion Mitigation and Air Quality
Improvement Program 20.205 CA-95-X178 34,232
Subtotal 509,774
Total Federal Transit Administration 642,117
Total Federal Financial Assistance $ 642,117
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CALIFORNIA VANPOOL AUTHORITY
NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2014

Basis of Presentation

The accompanying schedule of expenditures of federal awards includes the federal grant
activity of the California Vanpool Authority and is presented on the accrual basis of
accounting. 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. Therefore, some amounts presented in this schedule may differ
from amounts presented in, or used in the preparation of, the California Vanpool
Authority’s basic financial statements.
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INDEPENDENT AUDITORS’ 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

The Board of Directors
California Vanpool Authority
Hanford, 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 California Vanpool Authority, as of and for the
year ended June 30, 2014, and the related notes to the financial statements, and have
issued our report thereon dated March 4, 2015.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the
California Vanpool 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 California Vanpool
Authority’s internal control. Accordingly, we do not express an opinion on the
effectiveness of the California Vanpool 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 material weakness is a deficiency, or a combination of deficiencies, in internal
control, such that there is a reasonable possibility that a material misstatement of the
entity’s financial statements will not be prevented, or detected and corrected on a
timely basis. A significant deficiency is a deficiency, or a combination of deficiencies,
in internal control that is less severe than a material weakness, yet important enough to

| merit attention by those charged with governance.
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INDEPENDENT AUDITORS’ 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
(CONTINUED)

Internal Control Over Financial Reporting (Continued)

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.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the California Vanpool Authority’s
financial statements are free of 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.

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 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.
AQ:,M—W . (W,be?w'

Dedekian, George, Small & Markarian
Fresno, California '
Accountancy Corporation

March 4, 2015
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE FOR EACH
MAJOR PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE
REQUIRED BY OMB CIRCULAR A-133

The Board of Directors
California Vanpool Authority
Hanford, California

Report on Compliance for Each Major Federal Program

We have audited California Vanpool Authority’s 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 each of the California
Vanpool Authority’s major federal programs for the year ended June 30, 2014. The
California Vanpool Authority’s major federal programs are 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.

Auditors’ Responsibility

Our responsibility is to express an opinion on compliance for each of the California
Vanpool 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 includes examining, on a test basis,
evidence about the California Vanpool Authority’s compliance with those
requirements and performing such other procedures as we considered necessary in the

‘:jfi‘ Palm Avenue, . -
Suite 201 ¢ % circumstances.
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE FOR EACH
MAJOR PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED
BY OMB CIRCULAR A-133 (CONTINUED)

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 of the
California Vanpool Authority’s compliance.

Onpinion on Each Major Program

In our opinion, the California Vanpool 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, 2014.

Report on Internal Control Over Compliance

Management of the California Vanpool 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 California
Vanpool Authority’s internal control over compliance with the types of requirements that could
have a direct and material effect on each major federal program to determine the auditing
procedures that are appropriate in the circumstances for the purpose of expressing an opinion on
compliance for each major federal program and to test and report on 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 California Vanpool 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 control over compliance is a deficiency, or
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.
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE FOR FACH
MAJOR PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED
BY OMB CIRCULAR A-133 (CONTINUED)

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
requirements of OMB Circular A-133. Accordingly, this report is not suitable for any other

purpose.

Dedekian, George, Small & Markarian
Fresno, California

Accountancy Corporation

March 4, 2015
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CALIFORNIA VANPOOL AUTHORITY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
JUNE 30, 2014

Part I — Summary of Auditor’s Results

1.

The Indepehdent Auditors’ Report expresses an unqualified opinion on the financial
statements of the California Vanpool Authority.

No significant deficiencies relating to the audit of the financial statements are reported in
the "Independent Auditors' 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." No material weaknesses are reported.

No instances of noncompliance material to the financial statements of California Vanpool
Authority, which would be required to be reported in accordance with “Government
Auditing Standards,” were disclosed during the audit.

No significant deficiencies relating to the audit of the major federal award programs are
reported in the “Independent Auditors’ Report on Compliance with Requirements That
Could Have a Direct and Material Effect on Each Major Program and on Internal Control
Over Compliance in Accordance with OMB Circular A-133.” No material weaknesses
are reported.

The Independent Auditors’ Report on compliance for the major federal award program
for California Vanpool Authority expresses an unqualified opinion on all major federal

programs.

Audit findings that are required to be reported in accordance with Section 510(a) of OMB
Circular A-133 are reported in this Schedule.

The programs tested as major programs included:

Name CFDA Number
Federal Transit Cluster — State of 20.500 and 20.507
Good Repair Grants and Formula

Grants

The threshold used for distinguishing between Type A and Type B programs was
$300,000.

California Vanpool Authority was not determined to be a low-risk auditee.
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CALIFORNIA VANPOOL AUTHORITY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)
JUNE 30, 2014

Part II — Financial Statement Findings and Other Non-Federal Compliance

Compliance with Laws and Regulations

None.

Part III — Findings and Questioned Costs for Major Federal Award Programs

None.
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CALIFORNIA VANPOOL AUTHORITY

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS

JUNE 30, 2013

Finding 2013-01: Accrual Basis Accounting

Condition:

Criteria:

Cause:

Effect:

Recommendation:

Current Status:

The California Vanpool Authority maintains their accounting records on a
cash basis of accounting, and then converts to accrual basis at year-end for
financial reporting purposes. During the audit for fiscal year-ended June
30, 2013, it became apparent that revenues and expenditures were
overstated as a result of necessary adjustments not being made when
converting the accounting records from the cash basis to the accrual basis
of accounting.

Generally accepted accounting principles require the accrual basis of
accounting for financial reporting purposes.

The California Vanpool Authority did not have formal procedures in place
for converting their accounting records from a cash basis to an accrual
basis at year-end.

As a result of the errors in converting from the cash basis to the accrual
basis of accounting, revenues were overstated by $333,489 and expenses
were overstated by $233,950 for the fiscal year ended June 30, 2013.

We recommended that management implement formal accounting
procedures for converting the accounting records from the cash basis of

accounting to the accrual basis of accounting.

Management has implement the recommended procedures. No similar
findings were noted in the 2014 audit.
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