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INDEPENDENT AUDITORS' REPORT

To the Board of Directors
Humboldt Transit Authority

Report on the Financial Statements

We have audifed the accompanying financial statements of the business-type activities of Humboldt
Transit Authority as of and for the year ended June 30, 2014 and 2013, and the related notes to the
financial statements, which collectively comprise the Authority’s basic financial statements as listed
in the table of contents.

Management’s Responsibility for the Financial Statements

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

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 Govermment 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.

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 andit opinions.



Board of Directors
Humboldt Transit Authority

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 Humboldt Transit 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 Aerica.

Emphasis of Matters

Management adopted the provisions of the following Governmental Accounting Standards Board
Statement, which became effective during the year ended June 30, 2013 that affected the
nomenclature of the financial statements:

Statement 63 — Financial Reporting of Deferred Ouzj‘lbws of Resources, Deferred fnﬂows
of Resources, and Net Position.

The emphasis of these matters does not constitute a modification to our opinion.
Other Matters

Management has omitted the Management’s Discussion and Analysis that accounting principles
generally accepted in the United States of America required to be presented to supplement the basic
financial statements. Such missing 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. Our opinion on the basic financial statements is not affected by this
missing information.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
comprise the Humboldt Transit 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 combining
schedules are presented for purposes of additional analysis and are not a required part of the basic
financial statements,

The schedule of expenditures of federal awards and the combining schedules are the responsibility of
management and were 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 and the combining schedules are fairly stated in all material respects in relation to the

basic financial statements as a whole.
2



Board of Directors
Hurnboldt Transit Authority

Other Information (Continued)

Our audit was also made for the purpose of determining compliance with the Transportation
Development Act Section 99260, the California Administrative Code and the rules and regulations
of the Humboldt County Association of Governments. In our audit, we performed, to the extent
applicable, the tasks contained in Section 6667 of the California Administrative Code.

As part of the audit, we performed testing of the following program:

Public Transportation Modernization Improvement and Service Enhancement Account (PTMISEA).

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

Since the fiscal year ended June 30, 2010, the Authority applied for and received $4,172,171, earned
interest of $42,713, and expended $4,205,338. As of June 30, 2014, PTMISEA unexpended funds
total $9,546.

PTMISEA funds received (2010-2014) $4,172,171
Interest earned (2010-2014) 42,713
Subtotal 4,214,884
Expenditures (2010-2014)
Bus Shelter improvements (548,465)
Bus Procurement (2,694,805)
GPS System (403,201)
Remitted to City of Eureka (473,399)
Passenger Count System {85.,468)
Subtotal (4,205,338)
Unexpended PTMISEA funds at June 30, 2014 $ 9546

In our opinion, except as discussed in Note 2 and 3, the funds described above were expended in
conformity with the applicable laws, rules, and regulations of the Transportation Development Act
and the allocation instructions of the Humboldt County Association of Governments.

3



Board of Directors
Humboldt Transit Authority

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated February
2, 2015, on our consideration of the Humboldt Transit 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 Humboldt Transit Authority’s internal control over financial reporting and compliance.

Andevan, Lucas, Somewille, & Borges
February 2, 2015
Fortuna, California
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HUMBOLDT TRANSIT AUTHORITY
Statements of Net Posifion
June 30, 2014 and 2013

ASSETS

Current Assets
Cash and Cash Equivalents
On Hand and in Deposit Accounts
Restricted Cash

Total Cash and Cash Equivalents

Accounts Receivable
Grants Receivable
Payroll Tax Refunds Receivable
Employee Advances
Materials and Supplies Inventory (at cost)
Prepaid Expenses
' Total Current Assets

Property, Plant and Equipment, Net
Capital Parts
Work in Progress - ADA

TOTAL ASSETS
LIABILITIES AND NET POSITION

Current Liabilities
Trade Payables
Insurance Payable
Deferred Income
DAR Liability
Unearned Fares
Deferred Income- Prop 1B PTMISEA
Accrued Payroll Liabilities
Total Current Liabilities

Long-term Liabilities

Net OPEB Obligation
Total Long-term Liabilities
Tetal Liabilities
Net Position

Invested In Capital Assets, Net of Related Debt

Restricted Net Position
Insurance Deductible Reserve

Equipment Acquisition

Retiree's Health Insurance
Total Restricted Net Position
Unrestricted Net Position

Total Net Position

TOTAL LIABILITIES AND NET POSITION

EXHIBIT A

2014 2013
$ 2,393,876 $ 3,234,619
9,546 121,205
2,403,422 3,355,824
104,525 89,214
941,481 247,873
567 1,359
221,328 184,892
113,750 123,020
3,785,073 4,002,182
10,057,921 8,302,100
- 20,568
- 10,903

$ 13,842,994

§ 12,335,753

$ 460,209 $ 234,876
103,073 112,238
521,881 633,232
187,895 164,402
123,190 83,190

404 119,933
188,154 140,756
1,584,306 1,488,627
1,735,476 1,439,430
1,735,476 1,435,430
3,320,282 2,928,057
10,057,921 8,302,100
100,000 100,000
814,010 1,041,553
15,000 15,000
929,010 1,156,553
(464,219) (50,957)
10,522,712 9,407,696

$ 13,842,994

$ 12,335,753

The accompanying notes and independent auditors' report are an integral part of these financial statements



HUMBOLDT TRANSIT AUTHORITY
Statements of Revenues, Expenses, and Changes in Net Position
For the Year Ended June 30, 2014
With Comparative Amounts for the Year Ended June 30, 2013

EXHIBIT B

Variance
2014 "Favorable 2013
Budget Actual (Unfavorable) Actual
OPERATING REVENUES
Fares $ 972914 $ 1,086,538 113,624 $ 1,013,162
Contract Transportation 1,178,983 1,192,975 13,992 1,174,912
Insurance Reimbursement 33,923 - (33,923) 29,850
Other Revenue 118,785 270,730 151,945 -
Advertising 14,400 13,200 (1,200) 14,300
Total Operating Revenues 2,319,005 2,563,443 244,438 2,232,224
OPERATING EXPENSES
Labor and Benefits 2,936,144 3,514,968 (578,824 3,311,507
Professional Services : © 24,000 45,331 © (21,33 46,008
Purchased Transportation - 146,436 (146,436} 154,656
Repairs, Supplies, & Maintenance 1,479,313 1,624,729 (145,416) 1,266,119
Casualty and Liability Insurance 261,273 176,216 85,057 177,667
Utilities 59,050 60,195 (1,145) 58,643
Leases and Rentals 5,760 T,100 (1,340) 660
Miscellaneous 56,653 59,924 (3.271) 46,485
Advertising 10,000 3,927 6,073 16,233
Travel and Transportation 16,325 18,707 (2,382) 7,642
Depreciation - 977,464 (977,464) 911,686
Total Operating Expenses 4,848,518 6,634,997 (1,786,479) 5,997,306
OPERATING INCOME (1L.OSS) (2,529,513) (4,071,554) (1,542,041) (3,765,082)
NONOPERATING REVENUES
Operating Grants
TDA Assessments 2,119,991 2,050,670 (69,321) 1,949,587
Federal - FTA 142,429 241,607 99,178 328,634
State Operating - STAF 215,100 217,070 1,970 87,334
Interest Income 16,000 26,574 10,574 20,487
Gain (Loss) on Disposal of Capital Assets - (71,456} (71,456) (29,325)
Miscellaneous 44,500 585 (43,915) 178,318
Total Nonoperating Revennes 2,538,020 2,465,050 (72,970) 2,535,035
CHANGE IN NET POSITION BEFORE CAPITAL GRANTS 8,507 (1,606,504) (1,615,011) (1,230,047
CAPITAL GRANTS
Federal Transportation (5311) - 680,000 - -
State - Prop 1B PTMISEA - 1,693,764 - 238,148
State - STAF and CalEma - 147,756 - 128,860
State - STIP - - - 804,000
County - 200,000 - 341,001
Total Capital Grants - 2,721,520 - 1,512,009
CHANGE IN NET POSITION 8,507 1,115,016 (1,615,011) 281,962
NET POSITION, BEGINNING OF YEAR $ 9,407,696 § 9,112,502
PRIOR PERIOD ADJUSTMENT - 13,232
NET POSITION, END OF YEAR § 10,522,712 $ 9,407,696

The accompanying notes and independent auditors' report are an integral part of these financial statements



HUMBOLDT TRANSIT AUTHORITY

Statements of Cash Flows

For the Year Ended June 30, 2014 and 2013

CASH FLOWS FROM OPERATING ACTIVITIES:

Cash Received from Customers
Cash Paid for Goods and Services
Cash Paid for Employees

Net Cash (Used) by Operating Activities

CASH FLOWS FROM NON-CAPITAL FINANCING
ACTIVITIES:

Operating Grant Revenue
Contract Transportation
Miscelianeous Revenue

Net Cash Provided by Non-capital Financing Activities

CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES:

Capital Grant Revenue
Acquisition of Property, Plant, and Equipment

Net Cash (Used) by Capital and Related Financing Activities

CASH FLOWS FROM INVESTING ACTIVITIES

Interest on Investments

Net Cash Provided By Investing Activities

NET (DECREASE) INCREASE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS - Beginning of Year

CASH AND CASH EQUIVALENTS - End of Year

Exhibit C

2014 2013
$1,412,942 $1,612,844
(1,803,919)  (1,814,340)
(G,171,524)  (3,021,818)
(3,562,501)  (3,223,314)
2,437,891 2,318,679
1,192,975 1,174,912
585 178,318
3,631,451 3,671,909
1,780,039 1,198,645
(2,827,965)  (1,875,754)
(1,047,926) (677,109)
26,574 20,487
26,574 20,487
(952,402) (208,027)
3,355,824 3,563,851
$2,403422  §$3,355824

The accompanying notes and independent auditors’ report are an integral part of these financial statements



Exhibit C
HUMBOLDT TRANSIT AUTHORITY
Statements of Cash Flows
For the Year Ended June 30, 2014 and 2013

RECONCILIATION OF OPERATING INCOME (LOSS) TO NET CASH
PROVIDED (USED) BY OPERATING ACTIVITIES

2014 2013

Operating Income (Loss) $ (4,071,554) § (3,765,082)

Prior Year Adjustment - 13,232
Accumulated Depreciation adjustment : : - (37,807) -
Adjustments to Reconcile Operating Income (Loss) to

Net Cash (Used) by Operating Activities
Depreciation ' 977,464 911,686
Loss on Sale of Capital Assets 94,680 29,325
Nonoperating Revenue (Included in Operating Income Total) (1,192,975) (1,174,912)
Changes in Assets and Liabilities
(Increase) Decrease in Assets
Receivables 233,354 713,409
Capital parts inventory 20,568 (20,568)
Work in Progress 10,903 (10,903)
Materials and Supplies Inventory (36,436) (4,234)
Prepaid Expenses 9,270 (113,790)
Increase (Decrease) in Liabilities
Accounts Payable and Accrued Expenses 235,661 117,750
Deferred Income (190,880) (171,109)
Net OPEB Obligation 296,046 303,113
Accrued Payroll Liabilities 47,398 (13,424)

Net Cash (Used) By Operating Activities

The accompanying nofes and independent auditors' report are an integral pact of these financial statements

$ (3,562,501)

$ (3,223,314)
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Exhibit D
HUMBOLDT TRANSIT AUTHORITY
Notes to Financial Statements
June 30,2014

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Organization

Humboldt Transit Authority (HTA) is a public agency created on January 28, 1975 by a joint
exercise of powers agreement between Humboldt County and the cities of Arcata, Eureka and Fortuna,
later amended to include Rio Dell and Trinidad. The local transportation revenues are claimed by the
parties to the agreement and, when approved by the Humboldt County Association of Governments, are
paid out of the County of Humboldt's Local Transportation Trust Fund to the parties. The City of
Eureka contracts with HTA to administer and operate the Eureka Transit System and administer the
Eureka Dial-a-Ride paratransit service. HTA also contracts with Humboldt County to provide service
from Arcata to. Willow Creek, and to the. Southern Humboldt area. The City of Arcata contracts with
HTA to administer its Dial-a-Ride paratransit service.

The parties to the agreement provided Local Transportation Funds to the Authority in the
following ratio during the year ended June 30, 2014:

DAR/Lift Arcata Willow So. Hum. So. Hum.
RTS McKinleyville Creek Intercity Local

Arcata 14.4% 46%

Eureka . 22.6%

Fortuna 9.9%

Rio Dell 2.8%

Trinidad 0.3%

Humboldt Co. _50.0% 60% 100%  100% 100%
100.0% 100% 100%  100% 100%

The following is a schedule of Joint Powers Authority members’ assessments:

DAR/Lift Arcata Willow  So. Hum. So. Hum.
RTS _ McKinleyville Creek Intercity Local

Arcata $ 204,081 $ 52,396

Eureka 321,553
Fortuna 141,222
Rio Dell 39,849
Trinidad 4,380
Humboldt Co. 711,095 78,397 3244611 $316.139 $137.061

$1.422.180 $130.793 $244611 $316.139 $137.061



Exhibit D
HUMBOLDT TRANSIT AUTHORITY
Notes to Financial Statements
June 30, 2014

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

B. Basis of Accounting

The Authority’s financial statements are prepared in accordance with generally accepted accounting
principles (GAAP). The Government Accounting Standards Board (GASB) is responsible for
establishing GAAP for state and local governments through its pronouncements (Statements and
Interpretations). Governmental entities are also required to follow the pronouncements of the Financial
Accounting Standards Board (FASB) issued through November 30, 1989 (when applicable) that do not
conflict with or contradict GASB pronouncements. The Authority has elected to apply FASB
pronouncements issued after that date to its business-type activities and enterprise funds.

The Authority uses the accrual method of accounting. Under this method of accounting, revenues are
recognized when they are earned and measurable and expenses are recognized when the related
liabilities are incurred.

In June 1999, the Government Accounting Standards Board (GASB) unanimously approved Statement
No. 34, Basic Financial Statements ~ and Management's Discussion and Analysis — for State and Local
Governments. Certain of the significant changes in the Statements include the following:

1. Financial statements prepared using full accrual accounting for all the
Authority’s activities;
2. A change in the fund financial statements to focus on the major funds.

These and other changes are reflected in the accompanying financial statements (including notes to
financial statements). The Authority had elected to implement the general provisions of the Statement
during the fiscal year ended June 30, 2005.

1. Proprietary Funds

The focus of proprietary fund measurement is upon determination of operating income, changes in net
position, and cash flows. The generally accepted accounting principles applicable are those similar to
businesses in the private sector, namely the accrual method of accounting. Under this method, revenues
are recognized when earned and measurable and expenses are recognized when the related liabilities are
incurred.

Enterprise funds are required to be used to account for operations for which a fee is charged to external
users for goods or services and the activity (&) is financed with debt that is solely secured by a pledge of
the net revenues, (b) has third party requirements that the cost of providing services, including capital
costs, be recovered with fees and charges or c) established fees and charges based on a pricing policy
designed to recover similar costs.



Exhibit D
HUMBOLDT TRANSIT AUTHORITY
Notes to Financial Statements
June 30, 2014

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLiCIES (CONTINUED)

B Basis of Accounting (continued)

The District provides the following services which are accounted for in separate funds:

Transportation Services for:
RTS
AMRTS Maintenance
Willow Creek
Eureka Transit
Eureka DAR
Arcata DAR
Southern Humboldt — Intercity (began January 2010)
Southern Humboldt — Local {began January 2010)

C. Description of Services

The Authbrity began operations of the Redwood Transit System in August of 1976. As of June 30, 2014
the Authority operated seven runs, which cover the corridor between the cities of Trinidad to the North
and Scotia to the South. Fares range from $2.50 for senior citizens and the handicapped to $2.75 for a
basic fare.

HTA administers, through contracts with local cab companies, a Dial-A-Ride service for senior citizens,
mobility impaired persons and those not able to utilize the regular transit system in Arcata,
McKinleyville and Eureka.

HTA, through a contract with the City of Eurcka operates the Eureka Transit System and, beginning
September 1, 1997, began administering the Eureka Dial-a-Ride paratransit service.

In December 2001, HTA contracted with the AMRT&S (Arcata) system to provide bus maintenance,
fueling and parking at the HTA facility.

HTA contracted with the County of Humboldt to provide bus service from Arcata to Willow Creek
beginning July 2001. HTA also contracted the County of Humboldt to provide bus service in the
Southern Humboldt area beginning January 2010.



HUMBOLDT TRANSIT AUTHORITY

Notes to Financial Statements
June 30, 2014

Exhibit D

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

D. Property, Plant, and Equipment

The following is a summary of property, plant, and equipment, at cost, less accurmulated depreciation:

2014 2013

Buses $ 9,382,018 $ 6,736,488
Other Transportation Equipment 1,625,160 1,665,198
Office Equipment 135,180 141,132
Other Equipment ‘ 1,511,141 1,561,176
Real Property - Land 2,164,831 2,164 831
Buildings & Improvements 2,807,222 2,807,222

Subtotal $ 17,625,552 $ 15,076,047
Less Accumulated Depreciation (7,567,631) (6,773,947)
Total Property, Plant & Equipment $ 10,057,921 $ 8,302,100
Property, Plant & Equipment, Beginning $ 15,076,047 $ 13,389,315
Capital Acquisitions 2,827,965 1,875,754
Sales/Dispositions (278,460) (189,022)
Property, Plant, & Equipment, Ending $ 17,625,552 $ 15,076,047

Depreciation is calculated using the straight-line method with useful lives as follows:

Buses 3 - 10 years

Other transportation equipment 3 - 15 years
Office equipment 3 - 15 years

Other equipment 3 - 15 years
Buildings 30 years



Exhibit D
HUMBOLDT TRANSIT AUTHORITY
Notes to Financial Statements
June 30, 2014

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) -

E. Compensated Absences

HTA has accrued a liability for vacation pay earned as of June 30, 2014 and 2013, in the amount of
$108,249 and $100,339, respectively.

No liability is recorded for accumulated sick pay, which at June 30, 2014 and 2013, was $80,952 and
$90,912, respectively.

F. Emplovee Retirement Plan .

Plan Description
HTA contributes to the California Public Employees' Retirement System (CalPERS), an agent

multiple-employer public employee defined benefit pension plan. CalPERS provide retirement and
disability benefits, annual cost-of-living adjustments, and death benefits to plan members and
beneficiaries. CalPERS acts as a common investment and administrative agent for participating public
entities within the state of California. A menu of benefit provisions as well as other requirements is
established by State statute within the Public Employees’ Retirement Law. HTA selects optional
benefits provisions from the benefit menu by contract with CalPERS and adopts those benefits through
resolutions of its Board of Directors. Copies of the CalPERS annual financial report may be obtained
from the CalPERS Executive Office - 400 P Street - Sacramento, CA 95814.

Funding Policy

Participants are required to contribute 7% of their annual covered salary, which HTA pays on their
behalf. HTA is required to contribute the actuarially determined remaining amounts necessary to fund
the benefits for its members. The actuarial methods and assumptions used are those adopted by the
CalPERS Board of Administration. The contribution requirements of the plan members are established
by State statute and the employer contribution rate if established and may be amended by CalPERS. The
Plan’s share of the Pool’s unfunded liability (Market Value) as of June 30, 2013 totals $1,332,668.

On January 1, 2013, the Public Employees’ Pension Reform Act of 2013 (PEPRA) took effect. The
result will be a shift of new members away from existing pools. The impact of most of the PEPRA
changes will affect the contribution rates set for the 2015-2016 fiscal year. The act requires new
employees pay at least 50% of the total annual normal cost.

The required employer contribution rates for fiscal year 2013-14 was 11.882%, and for the year 2012-
2013 was 11.80%. The projected rate for the years ending June 30, 2015 and 2016 is 12.751% and
13.6%, respectively.



Exhibit D
HUMBOLDT TRANSIT AUTHORITY
Notes to Financial Statements
June 30, 2014

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

F. Employee Retirement Plan (Continued)

Annual Pension Cost

For fiscal year 2013-2014, HTA’s annual pension cost of $184,716 for CalPERS was equal to HTA’s
actual contributions. The required contribution was determined as part of the June 30, 2013 actuarial
valuation using the entry age normal actuarial cost method. The actuarial assumptions included (a)
7.50% investment rate of retwrn (net of administrative expenses), (b) projected annual salary increases
that vary by duration of service ranging from. 3.30% to 14.20%. Both (a) and (b) included an inflation
component of 2.75% and an annual payroll growth of 3.00%. The actuarial value of CalPERS assets
was determined using techniques that smooth the effects of short-term volatility in the market value of
investments over a 15-year period (smoothed market value).

Beginning June 30, 2013 CalPERS has adopted a new actuarial methodology that will set the 2015-2016
rates. CalPERS will use an amortization and smoothing policy that will pay for all gains and losses
over a fixed 30 year period with the increases or decreases in the rate spread directly over a 5-year
period. In addition, effective January 2013, HTA will contribute the full employer share towards the
CalPERS retirement formula for bargaining unit employees, and each employee shall contribute the full
employee share toward the CalPERS retirement formula through an automatic payroll deduction.

Three-Year Trend Information for CalPERS

Fiscal Annual Pension Cost Percentage of Net Pension
Year (APC) APC Contributed Obligation
6/30/12 164,292 100% -0-
6/30/13 187,388 100% -0-
6/30/14 184,716 100% -0-

G. Commitments

HTA is under contract with City Ambulance, Inc. for Dial-A-Ride and Dial a Lift service in the
McKinleyville area. Payments to City Ambulance, Inc. under the contract for the 2013-2014 fiscal year
are $12,203 per month.

The Authority has contracted with the City of Eureka through June 30, 2015 to administer and manage
the City's Eureka Transit System. For 2013-2014 the contract amounted to $885,883. The Sixth
Amendment to the contract stipulates that any carryover from the ETS operation at the end of each year
will be rolled over to assist with operating expenses for the following year. Any carryover at the end of
the contract term will be returned to the City of Eureka once that amount has been confirmed by the
annual performance audit. For fiscal year 2014-2015, HTA will retain the fare revenue and bill the City
$53,692 per month for an anticipated total contract of $899,309. In addition, ETS will be responsible for
the actual cost of vehicle liability insurance.

10



HUMBOLDT TRANSIT AUTHORITY
Notes to Financial Statements
June 30, 2014

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNT]NG POLICIES (CONTINUED)

H. Aliocations

Exhibit D

During the year, the following Transportation Development Act (TDA), Article 4 funds were allocated

to HTA:

Capital
Funds

Operating
Funds
Redwood Transit System $ 1,422,180
Arcata Dial-A-Ride ‘ 130,793
Willow Creek 244,611
Southern Humboldt - Intercity 316,139
Southern Humboldt - Local 137,061
Total TDA Funds $ 2,250,784

I. Restricted Net Assets

Amounts restricted by the Board of Directors for the purposes of future bus acquisition, retiree health
insurance, and insurance deductible reserve are presented on the balance sheet as restricted net assets
totaling $929,010 and $1,156,553 for the fiscal years ended June 30, 2014 and 2013 .

Restricted net assets indicate the portions net assets not appropriable for expenditures or amounts legally
segregated for a specific future use, These amounts are not available for appropriation and expenditure
at the balance sheet date,

Murray Method funds have been deferred for bus acquisitions. At June 30, 2014 funds available total

$22,961.

J. Cash and Cash Equivalents

All highly liguid investments with a maturity date of three months or less when purchased are

considered to be "cash equivalents.”

At June 30, 2014, the Authority's cash balances included the following:

Petty cash $ 277
Cash on deposit with County Treasury 2,221,306
Bank of America 181,839

2,403 422

i1



Exhibit D
HUMBOLDT TRANSIT AUTHORITY
Notes to Financial Statements
June 30, 2014

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

J. Cash and Cash Equivalents (Continued)

Cash on deposit with the County Treasury is part of an investment pool, all of which is invested in
securities allowable under the California Government Code. All cash invested by the County in demand
deposit accounts is collateralized to 110% with approved U.S. Government securities such as Treasury
Bills and other U.S. Governmental agency issues.

Cash on deposit with Bank of America is insured by the FDIC up to $250,000.

K. Grant Accounting
Grants, entitlements or shared revenues are recorded as non-operating revenues when they are earned

and are measurable.

L. Policy for Defining Operating and Non-operating Revenues

Operating revenues consist of passenger fees for services and operating expenses consist of expenses
related to providing such services. Non-operating revenues consist of other revenues and expenses such
as interest, grants, and government support.

M. Policy fdr Applying Restricted/Uhrestricted Resources

When an expense is incurred for which both restricted and unrestricted net assets are available,
unrestricted resources are applied first.

N. Use of Estimates
The preparation of financial statements in conformity with generally accepted accounting principles

requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the reporting period. Actual results could differ from
those estimates.

O. Accounts Receivable

The direct write-off method is used for recording bad debts relating to accounts receivable.
Management believes the use of this method, which is not in accordance with generally accepted
accounting principles, does not result in amounts that would be materially different if the allowance
method was used.

P. Contingent Liabilities
The Authority participates in federal and state grant programs. These programs are subject to program

compliance audits by the grantors or their representatives. The audits of these programs have not been
completed and the results analyzed by the grantor agencies. Accordingly, the District's compliance with
applicable grant requirements will be established at some future date. The amount, if any, of
expenditures which may be disallowed by the granting agencies cannot be determined at this time.
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Exhibit D
HUMBOLDT TRANSIT AUTHORITY

Notes to Financial Statements
June 30, 2014

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Q. Other Post-Employment Benefits

Plan Description

In addition to the pension benefits described in F. above, HTA provides post-retirement health care
benefits, in accordance with State statutes, to all retired employees with at least 5 years of service. For
represented employees hired after December 19, 2012 at least 15 years of service are required. The
Authority’s contribution percent ranges for eligible employees depend on factors such as date of hire
and years of service and range from 50% to 100%. Dependent coverage is also provided, ranging from
50% to 95%. :

Funding Policy

HTA'’s current policy is to contribute an amount sufficient to pay the current year’s premiums. For the
fiscal year ended June 30, 2014, the Authority contributed $108,028, which covered current premiums,
but did not include any additional prefunding of benefits. Currently, 15 retirees are receiving benefits.

Annual OPEB and Net OPEB Obligation

The Authority’s annual other postemployment {OPEB) expense is calculated based on the annual
required contribution of the employer (ARC), and an amount actuarially determined in accordance with
the parameters of GASB Statement No. 45. The ARC represents a level of funding that, if paid on an
ongoing basis, is projected to cover normal cost each year and amortize any unfunded actuarial liabilitics
over a period not to exceed 30 years. The following table shows the components of the Authority’s
OPEB cost for the year, the account actually contributed to the plan, and changes in the Authority’s net

OPEB obligation.
6/30/2014 6/30/2013 6/30/2012

Annual required contribution 3 404,075 $ 404,075 $ 453,552
Contributions made (108,028) (98,815) _(89,383)
Increase in net OPEB obligations 296,047 305,260 364,169
Net OPEB obligation, beginning of fiscal year 1,{}3___9,432 1,134,172 770,003
Net OPEB obligation, end of fiscal year $ 1,735,479 $ 1,439432 $ 1,134,172
Percentage of Annual OPEB Cost Contribution 27% 24% 20%
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Exhibit D
HUMBOLDT TRANSIT AUTHORITY

Neotes to Financial Statements
June 30, 2014

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Q. Other Post-Employment Benefits (Continued)

Funded Status and Funding Progress

As of March 1, 2013, the most recent actuarial valuation date, the plan was zero percent funded. The
actuarial accrued liability for benefits was $4,848,403, and the actuarial value of assets was $0, resulting
in an unfunded actuarial accrued liability (UAAL) of $4,848,403. The covered payroll (annual payroll of
active employees covered by the plan) was $1,932,360, $1,801,038, and $1,314,143 for the years ended
June 30, 2014, 2013 and 2012, respectively. The ratio of the UAAL to the covered payroll was 40%,
37%, and 31% for the years ended June 30, 2014, 2013 and 2012, respectively.

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and
assumptions about the probability of occurrence of events far into the future. Examples include
assumptions about future employment, mortality, ant the healthcare cost trend. Amounts determined
regarding the funded status of the plan and the annual required contributions of the employer are subject
to continual revision as actual results are compared with past expectations and new estimates are made
about the future.

Actuarial Methods and Assumptions

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

In the March 1, 2013 actuarial valuation, the entry age normal cost method was used. The actuarial
assumptions included a 5% investment rate of return, a projected salary increase assumption rate of 3%,
an annual healthcare cost trend rate of 4% and inflation rate of 3%. The actuarial value of assets is not
applicable (no assets as of the initial valuation date). The UAAL is being amortized as a level
percentage of payroll over 30 years.
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Exhibit D
HUMBOLDT TRANSIT AUTHORITY

Notes to Financial Statements
June 30, 2014

'NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

R. New Accounting Pronouncements
In June 2011, the GASB issued Statement 63, Firnancial Reporting of Deferred Outflows of
Resources, Deferred Inflows of Resources, and Net Position, which changed the structure of a
government balance sheet.

Deferred Outflow — represents the consumption of a government’s net assets that is
applicable to a future period.

Deferred Inflow — represents the acquisition of net assets that is applicable to a future
reporting period.

In March 2012, GASB issued Statement No. 65, Items Previously Reported as Assets and Liabilities,
which amends the classification of certain items to be included as deferred inflows and outflows.
Management has determined that the implementation of GASB 63 and 65 will have no effect on the
financial statements. The District currently has no items that qualify to be reported under the
classification of Deferred Outflows or Inflows of resources.

NOTE 2. CONFORMITY WITH TDA REGULATIONS

Excess Operating Funds Received:

The following systems did not meet the compliance requirements of Section 6634 of the California
Administrative Code dealing with TDA fund eligibility. Fund eligibility is determined by subtracting
actual fare revenues, depreciation, and any federal or state operating funds received for operating
expenses. This amount represents the maximum allowable TDA funding for operating expenses for the
fiscal year ended June 30, 2014.

Willow SoHum SoHum

Arcata DAR Creek Local Inter City

Operating Costs 5 147,603 $ 324,679 $ 133,031 $ 534,826
Less Depreciation - (33,228) (12,219) {25,101)
Less Fare Revenues (28.488) (46,744) (13,879) (77,085)
Less STAF operating Funds (1,180) (6,790) (6,953) (17,933)
Less Federal operating Funds - (91,607) - (150,000}

Maximum TDA Fund Eligibility 117,935 146,310 99,980 264,707

TDA Funds Received 130,793 244,611 137,153 316,047

Excess TDA Funds Received 3 12,858 $ 98,301 $ 37,173 $ 51,340
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Exhibit D
HUMBOLDT TRANSIT AUTHORITY
Notes to Financial Statements
June 30, 2014
NOTE 3. FARE BOX RECOVERY RATIOS

Under Sections 6633.2 and 6633.5 of the Transportation Development Act regulations, the fixed route
and demand response services must maintain specific fare box recovery ratios. Below is a calculation of
the fare box recovery for Redwood Transit Service, Arcata Dial-a-Ride and Willow Creek service:

Fare Revenue

RTS Operating Costs

Redwood Transit

$ 1,138,434

$ 3,743,346

Depreciation {906,916
Adjusted Operating Costs $ 2,836,430
Fare Box Recovery Ratio 40.14%
Required Fare Box Recovery Ratio 26.40%

Willow Creek

Fare Revenue ¥ 46,744
RTS Operating Costs $ 324,679
Depreciation (33,228)
Adjusted Operating Costs $ 291,451
Fare Box Recovery Ratio 16.04%
Required Fare Box Recovery Ratio 10.00%
SoHum InterCity
Fare Revenue 3 77,085
RTS Operating Costs $ 534,826
Depreciation (25,101)
' Adjusted Operating Costs $ 509,725
Fare Box Recovery Ratio 15.12%
Required Fare Box Recovery Ratio 16.00%
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ExhibitD
HUMBOLDT TRANSIT AUTHORITY
Notes to Financial Statements
June 30,2014

NOTE 3. FARE BOX RECOVERY RATIOS

SoHum Lacal

Fare Revenue $ 13,879
RTS Operating Costs $ 133,031
Depreciation (12,219)

Adjusted Operating Costs $ 120,812

Fare Box Recovery Ratio 11.49%
Required Fare Box Recovery Ratio 10.00%
DA
Fare Revenue $ 28,488
RTS Operating Costs $ 147,603
Depreciation

Adjusted Operating Costs $ 147,603

Fare Box Recovery Ratio 19.30%
Required Fare Box Recovery Ratio 10.00%

NOTE 4. RISK MANAGEMENT

The Authority is exposed to various risks of losses related to torts; theft of, damage to, and destruction
of assets; errors and omissions; injuries to employees; and natural disasters. The Authority insures
against such losses with an insurance policy issued through the California Transit Insurance Pool
(CalTip), a joint powers insurance authority. The coverage includes general, automobile, and public
officials’ errors & omissions liability, as well as vehicle physical damage insurance to a total of $40
million, with a deductible of $50,000 per occurrence which HTA has restricted in fund equity as
insurance deductible reserves for the equivalent of two claims. HTA is not currently involved in
litigation matters.
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Exhibit D

HUMBOLDT TRANSIT AUTHORITY
Notes to Financial Statements
June 30,2014

NOTE 5. CAPITAL GRANTS - PUBLIC TRANSPORTATION MODERNIZA
IMPROVEMENT AND SERVICE ENHANCEMENT ACCOUNT

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

As of June 30, 2014, PTMISEA funds received and expended were verified in the course of our audit as

follows:

Unexpended PTMISEA funds at June 30, 2013 $ 121,227

PTMISEA funds received 2013-2014 1,574,235

Interest earned through June 30, 2014 7,894

Less Bank fees ' ' - (46)
Subtotal $ 1,703,310

Expenditures

Bus Purchases : (1,693,764)
Subtotal (1,693,764)

Unexpended PTMISEA funds at June 30, 2014 $ 9,546

NOTE 6. SUBSEQUENT EVENTS
Management has evaluated all known events that have occurred after June 30, 2014, and through

February 2, 2015, the date when this financial statement was available to be issued, for inclusion in the
financial statements and footnotes.
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EXHIBIT E

HUMBOLDT TRANSIT AUTHORITY
Combining Schedule of Net Position

June 30, 2014
ASSETS
AMRTS WILLOW CORRIDOR SOHUM- SOHUM-
RTS MAINT. CREEK ETS ADAR DAR INTERCITY LOCAL TOTAL
Current Assets
Cash and Cash Equivalents
On Hand and ir Deposit Accounts $ 1795434 $(10,243) $ 214243 $ 61,653 $ 51552 % 10858 $ 104,542 $ 165,835 $ 2,393,876
Restricted Cash 9,546 9,546
Total Cash und Cash Equivalents 1,804,980 (10,243) 214,243 61,635 51,552 10,858 104,542 165,835 2,403,422
Accounts Receivable 32,171 18,083 - 37,546 - 16,725 - - 104,525
Grant Receivables 680,000 (233} 68,705 43,009 - - 150,000 - 941 481
Employee Advances 567 - - - - - - - 567
Materials and Supplies Inventory (at cost) 221,328 - - - - - - - 221,328
Prepaid Expenses 113,750 - - - - - - . T e 113780
2,852,796 7,607 282,948 142,210 5),552 27,583 254,542 165,835 3,785,073
Capitsl Parts - - - - - - - - -
Waork in Progress - - - - - - - - -
9,488,941 ~ 296,770 - - - 138.036 134,154 10,057,921
TOTAL ASSETS $ 12,341,737 $ 7,607 $ 579718 $ :NNN_G $ 51552 § 27,583 § 392,598 3 209989 $ 13,842,994
JLITIES AND NET POSITION
AMRTS WILLOW CORRIDOR SOHUM- SOHUM-
RTS MAINT. CREEK ETS ADAR DAR INTERCITY LOCAL TOYAL
Current Liabilities
Trade Payable 3 86,265 $ 8450 £ 348 5§ 329,492 $ 27583 % 6,426 $ 1,645 5 460,209
Insurance Payable 103,073 - - - - - - - 103,073
DAR Liability 187,895 - - - - - - - 187,895
Deferred Income 521,881 - - - - - - . 521,881
Deferred Incomme- Prop 1B PTMISEA . - 404 - - - - - 404
Deferred Fara Revenue 123,190 - - - - - - - 123,190
Accrued Payroll Liabilities 188.154 - - - - - - - 188,154
1,210,458 8,450 752 329492 - 27,583 6,426 1,645 1,584,806
Long-Term Liabilities
Net OPEB Obligation 981,047 - MNN.EP. 295673 - - 248,691 82,645 1,735,476
981,047 - 127,420 295,673 - ~ 248,691 82,645 1,735,476
. 2,191,505 8.450 128,172 625,165, - 27,583 255117 84,290 3,320,282
Related Debt 9,488,941 - 296,710 - - - 138,056 134,154 10,057,921
i ition
Insurance Deductible Reserve 100,000 - - - - - - - 100,000
Equipment Acquisition 745,726 - 2,673 - “ - - 65,611 814,010
Retiree’s Heath Insurance 15,000 - - - . - - - - 15,000
Total Restricted Net Pogition 860,726 - 2,673 - - - - 65611 929,010
Unrestricted Net Position (199,435) (843) 152,103 (482,955) 51,552 sl ._{575) 15,934 (464.21%)
Total Net Position 10,150,232 . (843) 451,546 (482,955) 51,552 - 137,481 215,699 10,522,712
TOTAL L] N 8 nnbn_mﬂwﬂ $ 7,607 $ 579,718 § 142210 $ 51552 _§ 27,583 & 392,598 S 299,989 S 13,842,994

Seo accompanying notes and independent auditors’ report



EXHIBITF

HUMBOLDT TRANSIT AUTHORITY

Combiniug Schedute of Revenues. Exp and Changes in Net Position
For the Year Ended June 30,2014
AMRTS WILLOW CORRIDOR SOHUM- SOBUM-
. RTS _ MAINT. CREEK ETS ADAR DAR INTERCITY LOCAL TOTAL
OPERATING REVENUES
Fares $ 927,434 3 - $ 39,651 3 - $ 28,488 3 - $ 77086 ¥ 13,879 $ 1,086,538
Contract Transportation 210,000 90,000 7,092 885,883 - - - B 1,192,975
159,287 94,532 - 185 - 15,926 - 800 270,730
13,200 - - - - -~ - - 13,200
1,309,921 184,532 46,743 886,068 28,488 15,926 77,086 14,679 2,563,443
OPERATING EXPENSES
Labor and Benefits 2,403,870 76,586 100,877 641,160 1,597 5,404 234,790 50,284 3,514,968
Professional Services 45,331 - . - - - - - 45331
Purchased Trunsporiation - - - - 146,436 - - - 146,436
Repairs, Supplies, & Maintenancs 835,639 107,554 134,273 283,645 - 938 209,700 52,980 1,624,729
Casualty and Liability Insurance 115,988 - 9,848 7,089 - . 30,524 12,767 176,216
Utilities 59,917 38 34 63 - - 63 20 60,195
Leases and Rentals 7,100 - « - - - - - 7,100
Misceltaneons Admin (95,157 - 46,264 67,360 - - 39,514 5,943 59924
Advertising 3,725 . 58 - - - 87 57 3,927
Travel and Transportation 18,609 - 98 - - - . - 18,707
Depreciation 906,916 - 33228 - s - - 25101 12,2159 977464
Totat Operating Expenses 4,207,998 184,578 324,680 999,317 148,033 6.342 539,779 134,270 6,634,997
OPERATING INCOME (LOSS) {2,988,077) {46) (27171,937) {113,249} {119,545) 9,584 {462,693) {119,591} (4,071,554)
NONOPERATING REVENUES
Operating Grants -
TDA Assessments 1,422,180 - 244,611 - 130,793 - 316,047 137,153 2,250,784
Bxcess TDA Asscssments Repaid - - (57,153) - - - (142,961) - (200,114)
Federal - FTA - - 91,607 - - - 150,000 - 241,607
State Operating - STAF 162,779 - 6,794 21,431 1,180 - 17,933 6,953 217,070
Interest Income 26,574 - - - - - - - 26,574
Loss on Disposal of Capital Assets {71,456) - - - - - - - (71,456)
Miscellaneous 585 - - - - - - - 585
Capital Expense Reimbursement : -
Total Nonopereting Revenues ~"1,540,662 . 785,850 21,431 131,973 . 341,019 144,106 5.465,050
CHANGE IN NET POSITION BEFORE
CAPITAL GRANTS (1,447,415} {46} 7,922 (91,818) 12,428 9,584 {121,674) 24,515 {1,606,504)
CAPITAL GRANTS
Capital Grants:
Federal -FTA 680,000 - - - « - - - 680,000
State - Prop 1B PTMISEA 1,693,764 - 1,693,764
State - STAF 123,442 - 123,442
State - Cal EMA 18,127 - 6,187 24314
County 200,000 - 200,000
Capital Grants to Others - - - - - . - - -
Tota} Capital 2,715,333 - - 6,187 - - - - 2,721,520
CHANGE IN NET POSITION $ 1267918 b (46) S 1,922 $  {85,631) 3 12,428 $ 9,584 $ MSH.SAN $ 24,515 3 1,115,016
NET POSETION, BEGINNING OF YEAR § 9162997 $ {504} § 410021 $ (380955) S 36,124 § (9584) $ 96000 $ 85597 § 9,407,696
TRANSFER {285,683) {293) 33,603 (16,369) - - 163,155 105,587 -
PRIOR PERIOD ADJUSTMENT - - - . - . . - -
NET POSITION, END OF YEAR £ 10,150,232 s _gw $ 451,546 $ machmmw $ 51,552 s - £ 137,481 § 215,699 k3 10,522,712

See accompanying notes and independent aadtors’ repart



EXHIBIT G

HUMBOLDT TRANSIT AUTHORITY
Combining Schedule of Net Position

June 30, 2013
ASSETS
AMRTS WILLOW CORRIDOR SOHUM- SOHUM-
RTS MAINT. CREEK ETS ADAR DAR INTERCITY LOCAL. TOTAL
Current Assets
h and b Equivalents
On Hand and in Deposit Accounts $ 2,554,578 % 6,702 $ 361,080 § (186270) $ 52,760 % (13,740) $ 345912 § 113,597 $ 3,234619
Restricted Cash 121,208 - - - - - - - 121,205
Yotal Cash and Cash Equivalents 2,675,783 6,702 361,080 (186,270) 52,760 (13,740) 345,912 113,597 3,355,824
Accounts Receivable - 6,044 6,557 . - 58,939 - 14,943 2,130 601 89,214
Grant Receivables 242,888 4,985 - - - - - - 247,873
Employee Advancas 1,359 - - - - - - - 1,359
Maierials and Supplies Iaverrory (at cost) 184,892 - - - - - - - 184,892
Prepaid Expenses 123,020 - - - - - - - 123.020
Total Current Assets 3,233,986 18,244 361,080 {127,331) 52,760 1,203 348,042 114,198 4,002,182
Capital Parts 20,568 - - - - - - - 20,568
Work in Propress 10,903 - - - - - - - 10,903
7,948,255 293 296,396 16,370 - - - 40,7386 8,302,100
TOTAL ASSETS $ 11213712 § 18,537 3 657476 S (110961 S 52,766 $ 1,203 3 348,042 § 154,984 $ 12,335,753
LIABILITIES AND NET POSITION
AMRTS WILLOW CORRIDOR SOHUM- SOHUM-
RTS MAINT, CRREK ETS ADAR DAR INTERCITY LOCAL TOTAL
urreat Liabilitie
Trade Payable $ 111,644 § 19,041 3 132 $ 71,928 s 14,157 $ 10,787 5 4,014 $ 3,173 $ 234876
Insurance Payable 112,238 - - - . - - - 112,238
DAR Liability 164,923 - - - (521} - - . 164,402
Deferred Income 610,330 - - - - - 22,902 - 633,232
Deferred Income- Prop 18 PTMISEA - - 119,933 - - - - - 119,933
Deferred Fare Revenue 83,190 - - - - - - - 83,190
Accrued Payroll Ligbilitics 140,756 - - - - - - - 140,756
Toeal Current Lighilities 1,223,081 19,041 120,065 71,928 13,636 10,787 26,916 3,173 1,488,627
822,634 - 127,390 198,066 - - 225,126 66,214 1,439,430
822,634 - 127,390 198,066 - - 225,126 66,214 1,439,430
2,085,715 19,041 247455 269,994 13,636 . lo,787 252 042 65,387 2,928,057
7,948,255 253 296,396 16,370 - - - 40,786 8,302,100
insurance Deductibie Reserve 100,000 - - B - - - - 100,000
Equipment Acquisition 973,269 - 2,673 - - - - 65,511 1,041,553
Retiree's Heath Insurance 15,000 - - - - - - - 15,000
Total Restricted et Position 1,088,269 “ 2,673 - - - - 65,611 1,156,553
131,473 (797) 110,952 {397,325) 39,124 (9,584) 96,000 {20,800) £50,957)
9,167,997 (504} 410,02% (380,955) 39,124 o (9,584) 96,000 85,597 9,407,696
$ 11233712 § 13537 § 657476 S (110961) § 52,760 § umnaw $ 348,042 3 154,984 3 —N.uummqmu

See ing noles and i dont auditors’ report




OPERATING REVENUES
Fares
Contract Transportation

Advertising

OPERATING EXPENSES
Labor and Benefits
Professional Serviees
Purchased Trensportation
Repairs, Supplies, & Maintenance
Casualty and Liability Insurance
Utilities
Leases and Rentals
Miscellaneous
Advertising
Teavel and Transportation
Depreciation

i ratin

OPERATING INCOME (LO5S)

NONOPERATING REVENUES
Operating Grants
TDIA Assessments
Excess TDA Assessments Repaid
Federal - FTA
State Operating - STAF
Operating Grants to Others
Interest Income
Loss on Disposal of Capital Assets
Miscelianecus
{apital Expense Reimbursement

Total Nonoperating Revenues

CHANGE IN NET POSITION BEFORE
CAPITAL GRANTS

CAPITAL GRANTS
Capita! Granta:
Federat - FTA
State - Prop IB PTMISEA
State - STAF
State - STIP
State - Cal EMA
County
Capital Grants to Others
Total Capitaf Grants

CHANGE IN NET POSITIOR

NET POSITION, BEGINNING OF YEAR
TRANSFER
PRIOR PERIOD ADJUSTMENT

NET POSITION, END OF YEAR

HUMBOLDT TRANSIT AUTHORITY

EXHIBIT B

Combiving Schedule of R E and Changes in Net Position
For the Year Ended June 30, 2013
AMRTS WILLOW CORRIDOR SORUM- SOHUM-
RTS MADNT. CREEK ETS ADAR DAR INTERCITY LOCAL TOTAL
3 862,093 b - $ 50428 $ - $ 23,530 3 - $ 64,254 3 12,857 $ 1,013,162
210,000 20,000 7,092 - 851,820 - 16,000 - - 1,174,912
.- - - 25,850 - - - - 29,850
14,300 - - - - - - s . 14300
1,086,393 $0,000 57,520 881,670 23,530 16,000 64,254 12,857 2,232,224
1,959,312 4,649 152,900 742,877 11,345 5,468 285434 99,522 3,311,507
45,788 - - - 220 - - - 46,608
- - - - 140,000 14,656 - - 154,656
643,747 117,900 92,098 208,771 31t 185 149,342 53,765 1,266,119
90,663 - 12,366 38,033 - - 25,261 10,838 177,667
56,866 154 168 857 . - 452 116 58,643
378 - 32 12 - - 103 35 660
39,950 1,231 1,042 3,661 - - 455 146 46,485
5722 9 138 495 - - 10 25 6,490
13,895 557 1,160 787 - - 765 221 17,385
772,652 . ... 90,439 e - : - 48,593 911,684
3,628979 1H.530 350.843 995,593 151,876 20,309 461,913 213,261 5,997,304
{2,542,586) {24,530) (293,323} (113,923) (128,346} (4,309) (397,659) {200,404) (3,765,080)
1,187,567 - 197,158 - 120,700 4,162 306,341 133,659 1,949,587
259,929 - 68,705 - - - - - 328,634
11,374 - 1,610 4,663 . 18,805 2,575 30,756 69,783
20,487 - - - - - - - 20,487
(29,325) - - - - - - - (29,325)
94.624 82725 - 07 262 - - - 178,318
1,544,656 0725 267473 5,370 120,962 22,967 308,916 164,415 2,517,484
(997,930} {1,805} {25,850 . (108,553) (1,334) 18,658 (88,743) {35,986) (1,247,596)
54,018 . - 175,136 - - - 13,492 8,994 251,640
128,360 - - - - - - - 128,860
804,000 - - - - - - - 804,000
- - - - - - 3,458 601 4,089
341,001 - - - - - - - 341,001
1,327,879 z 175,136 . B z 16,950 5,555 1,529,560
HPBE $ 1,805 $ . 149,286 $ {108,553 $ {1,384) (] quc.lqw.mllaﬂ $ Qu.quuw 5 26,394! $ 281,964
§ 838134% $ 1,302 $ 260,735 $ {272,402) $ 319 $ (2,385) § 167,793 §  111,9% 5 9,112,502
11,328 9,857 (21,185) -
13,232 - : - - - - - 13,232
$ 9,167,999 S 303 S 410,021 5 (380,955) S 54952 8 (4217 § 96,000 $ 85,596 3 9,407,608
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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

To the Board of Directors
Humboldt Transit Authority

Report on Compliance for Each Major Federal Program

We have audited Humboldt Transit 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 Humboldt Transit Authority’s major federal
programs for the year ended June 30, 2014. Humboldt Transit Authority’s major federal
programs are identified in the summary of auditors’ 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 Humboldt Transit
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 Humboldt Transit Authority’s
compliance with those requirements and performing such other procedures as we
considered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for
each major federal program. However, our audit does not provide a legal determination
of Humboldt Transit Authority’s compliance.
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Opinion on Each Major Federal Program

In our opinion, Humboldt Transit Authority’s, 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 Humboldt Transit 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 Humboldt Transit 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 fest 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 Humboldt Transit 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 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.
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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.

Andoson, Locas, Semewille, & Borges

Fortuna, California
February 2, 2015
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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

Board of Directors
Humboldt Transit Authority

We have audited the financial statements of the business-type activities of Humboldt Transit
Authority, as of and for the years ended June 30, 2014 and 2013, which collectively comprise
Humboldt Transit Authority’s basic financial statements and have issued our report thereon dated
February 2, 2015. We conducted our audit in accordance with auditing standards generally
accepted in the United States of America and the standards applicable to financial audits contained
in Government Auditing Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

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

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent,
or detect and correct misstatements on a timely basis. A material weakness is a deficiency, or
combination of deficiencies, in internal control such that there is a reasonable possibility that a
material misstatement of the entity’s financial statements will not be prevented, or detected and
corrected on a timely basis.

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

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

As part of the audi;c, we performed testing of the following program:

Pyblic Transportation Modernization Improvement and Service Enhancement Account (PTMISEA).

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

During the fiscal year ended June 20, 2014, the Authority applied for and received $1,695,432 from
the State’s PTMISEA account for bus acquisitions. As of June 30, 2014, PTMISEA funds received
and expended were verified in the course of our audit as follows:

PTMISEA funds received $ 1,695,432

Interest earned through June 30, 2014 7,894
Subtotal $ 1,703,327

Expenditures

Bank fees (16)

Bus Acquisitions (1.693.764)

Unexpended PTMISEA funds at June 30, 2014 b 9,546

We noted certain matters that we reported to management of Humboldt Transit Authority, in a
separate letter dated February 2, 2015,
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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 of 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.

This report is intended solely for the information and use of management, the Board of Directors
others within the entity, and federal awarding agencies and pass-though entities and is not intended
to be and should not be used by anyone other than these specified parties.

Fortuna, California
February 2, 2015

Sndoton, Luors, Someneille, & TBarges
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HUMBOLDT TRANSIT AUTHORITY
Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2014

SECTION I - SUMMARY OF AUDITORS' RESULTS
Financial Statements
Type of auditors’ report issued: Unqualified

Internal control over financial reporting:
Material weaknesses identified? No

Significant deficiencies identified that are not considered to be

material weaknesses? No
Noncompliance material to financial statements noted? No
Federal Awards

Internal control over major programs;
Material weaknesses identified? No

Significant deficiencies identified that are not considered to be
material weaknesses? No

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

Any audit findings disclosed that are required to be reported in
accordance with section 510(a) of Circular A-133? No

Major programs are as follows:
20.509 U.S. Department of Transportation
Grants for Other Than Urbanized Areas

Doilar threshold used to distinguish between type A and type B programs: $300,000
Auditee qualified as low-risk auditee? No
SECTION II - FINANCIAL STATEMENT FINDINGS

No matters reported

SECTION III- FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

No matters reported
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HUMBOLDT TRANSIT AUTHORITY
Schedule of Expenditures of Federal Awards
For the Year Ended June 30, 2014

Federal Pass-Through
Federal Grantor/Pass-Through Grantor/Program CFDA Eutity Identifying Federal
or Cluster litle Number Number Expenditares
U.S. Department of Transportation
Federal Transit Administration
Passed Through California Department of Transportation
Division of Mass Transportation
Capital Project - Bus Purchase 20.509 643002 680,000
Operating Assistance - (5311F) 20.509 641491 218,705
Operating Assistance - {5311F) 20.569 649450 22,902
Total Expenditures of Federal Awards 3 921,607

The above schedule of expenditures of federal awards includes the federal grant activity of Humboldt

Transit 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, dudits 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 basic financial statements.

See accompanying notes.
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