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Independent Auditor’s Report 
 
 
To the Honorable Mayor and Members of the City Council 

of the City of Santa Clarita 
Santa Clarita, CA 
 
 
Report on the Financial Statements 

We have audited the accompanying financial statements of the Transit Enterprise Fund (the Fund), an 
enterprise fund of the City of Santa Clarita (the City), as of and for the year ended June 30, 2014, and the 
related notes to the financial statements, which collectively comprise the Fund’s basic financial 
statements as listed in the table of contents. 
 
Management’s Responsibility for the Financial Statements 

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

Our responsibility is to express an opinion 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 of 
material misstatement.  
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or 
error. In making those risk assessments, the auditor considers internal control relevant to the Fund’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 Fund’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 opinion. 
 
Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the Fund as of June 30, 2014, and the changes in its financial position and cash flows 
for the year then ended, in accordance with accounting principles generally accepted in the United States 
of America. 
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Emphasis of a Matter 

As discussed in Note 1 to the financial statements, the financial statements present only the Fund and do 
not purport to, and do not, present fairly the financial position of the City as of June 30, 2014, the changes 
in its financial position, or, where applicable, its cash flows for the year then ended, in accordance with 
accounting principles generally accepted in the United States of America. Our opinion is not modified with 
respect to this matter. 
 
Other Matters 

Required Supplementary Information 

Management has omitted the management’s discussion and analysis that accounting principles generally 
accepted in the United States of America require 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 Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report under a separate 
cover dated December 22, 2014 on our consideration of the City’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 City’s internal 
control over financial reporting and compliance. 
 

 
Irvine, CA 
December 22, 2014 
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The Transit Enterprise Fund of the City of Santa Clarita

Statement of Net Position
June 30, 2014

Assets
Current Assets

Pooled cash and investments 1,837,412  $       
Interest receivable 4,518                  
Prepaids 241,098              
Due from other governments 4,217,953           

Total current assets 6,300,981           

Noncurrent Assets
Capital assets, net 83,296,545         

Total assets 89,597,526         

Liabilities
Current Liabilities

Accounts payable 2,880,380           
Compensated absences payable 39,676                

Total current liabilities 2,920,056           

Noncurrent Liabilities
Compensated absences payable 26,714                

Total noncurrent liabilities 26,714                
Total liabilities 2,946,770           

Net Position

Net Investment in Capital Assets 83,296,545         
Unrestricted 3,354,211           

Total net position 86,650,756  $     

See Notes to Financial Statements.
 
 

3 



 

The Transit Enterprise Fund of the City of Santa Clarita

Statement of Revenues, Expenses, and Changes in Net Position
For the Year Ended June 30, 2014

Operating revenues:
Metrolink and EZ pass revenues 150,409  $             
Fixed-route passenger fares 3,802,085              
Dial-A-Ride passenger fares 101,202                 
County of Los Angeles operating assistance 1,804,728              
Specialized transit services 921,797                 
Miscellaneous revenues 807,276                 

Total operating revenues 7,587,497              

Operating expenses:
Salaries and benefits 1,127,772              
Administrative services 685,132                 
Contract transportation services 17,655,898            
Insurance 82,670                   
Supplies, utilities and other 2,073,731              
Depreciation 5,101,973              

Total operating expenses 26,727,176            
Operating loss (19,139,679)          

Nonoperating revenues (expenses):
Proposition A discretionary 4,856,195              
Proposition A specialized transportation 806,933                 
Proposition C expansion 182,401                 
Proposition C BSIP 47,346                   
Proposition C security 200,128                 
Proposition C transit mitigation 30,819                   
Proposition C MOSIP 32,220                   
Measure R bus operations 2,346,596              
Measure R clean fuel 352,611                 
Intergovernmental revenues 128,878                 
Interest income 4,791                     
Loss on disposal of capital assets (91,985)                 

Total nonoperating revenues 8,896,933              
Loss before contributions and transfers (10,242,746)          

Capital contributions:
Federal Transit Administration capital grants 10,251,885            
Proposition C MOSIP 552,862                 

Total capital contributions 10,804,747            

Transfers from other fund of the City of Santa Clarita 5,917,750              
Transfers to other fund of the City of Santa Clarita (225,718)               

Change in net position 6,254,033              

Net position
Beginning of year 80,396,723            
End of year 86,650,756  $        

See Notes to Financial Statements.
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The Transit Enterprise Fund of the City of Santa Clarita

Statement of Cash Flows
For the Year Ended June 30, 2014

Cash Flows From Operating Activities
Cash received from customers and users 6,780,221  $        
Cash payments to suppliers of goods and services (21,348,841)         
Cash payments to employees (1,123,414)           
Cash received from other sources 807,276               

Net cash used in operating activities (14,884,758)         

Cash Flows From Noncapital Financing Activities
Cash transfers out (225,718)              
Cash transfers in 5,917,750            
Loans repaid to General Fund (1,738,468)           
Federal and state funding received 8,481,126            

Net cash provided by noncapital financing activities 12,434,690          

Cash Flows From Capital and Related Financing Activities
Federal and state capital contributions 16,216,303          
Acquisition of capital assets (11,929,096)         

Net cash provided by capital and related financing activities 4,287,207            

Cash Flows From Investing Activities
Interest received 273                      

Net cash provided by investing activities 273                      
Net increase in cash and cash equivalents 1,837,412            

Pooled Cash and Cash Equivalents, beginning of year -                       
Pooled Cash and Cash Equivalents, end of year 1,837,412  $        

Reconciliation of Operating Loss to Net Cash Used in Operating Activities
Operating loss (19,139,679)  $     
Adjustments to reconcile operating loss to net cash used in operating activities

Depreciation 5,101,973         
Changes in operating assets and liabilities:

(Increase) in prepaids (837)                     
(Decrease) in accounts payable and accrued liabilities (850,573)              
Increase in compensated absences 4,358                   

Total adjustments 4,254,921            
Net cash used in operating activities (14,884,758)  $     

Noncash Capital, and Financing Activities
Disposal of capital assets (91,985)  $            

See Notes to Financial Statements.
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The Transit Enterprise Fund of the City of Santa Clarita 
 
Notes to Financial Statements 
 

Note 1. Nature of Business and Summary of Significant Accounting Policies 

Nature of business: The financial statements of the Transit Enterprise Fund (the Fund) of the City of 
Santa Clarita, California (the City) are intended to present the financial position and results of bus line 
services operation. The financial statements of the Fund are included as a business-type (enterprise 
fund) activity in the basic financial statements of the City. 
 
A summary of the Fund’s significant accounting policies is as follows: 
 
The accounting policies of the Fund are in conformity with accounting principles generally accepted in the 
United States of America (U.S. GAAP) applicable to proprietary activities of governmental units. The 
Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for 
establishing accounting and financial reporting principles. 
 
Financial presentation: The financial statements of the Fund include the statement of net position, the 
statement of revenues, expenses, and changes in net position, and the statement of cash flows. 
 
The financial statements are prepared using the “economic resources” measurement focus and the 
accrual basis of accounting. Accordingly, all assets and liabilities (whether current or noncurrent) are 
included on the statement of net position. The statement of revenues, expenses, and changes in net 
position presents increases (revenues) and decreases (expenses) in total net position. Under the accrual 
basis of accounting, revenues are recognized in the period in which they are earned, while expenses are 
recorded in the period in which the liability is incurred. 
 
Operating revenues and expenses result from the local public transit services for the local, commuter, 
Dial-A-Ride and Access Services, Inc., specialized and transit operations and maintenance. The 
operating revenues consist of charges to customers and users for the transit services provided. Operating 
expenses include the costs of providing these services, administrative expenses, and depreciation 
expense. All revenues and expenses not meeting these definitions and which are not capital in nature are 
reported as non-operating revenues and expenses.  
 
The Fund recognizes assets of non-exchange transactions in the period when the underlying transaction 
occurs, when an enforceable legal claim has arisen, or when all eligibility requirements are met. 
Non-exchange transactions occur when the Fund receives value from another party without giving equal 
or nearly equal value in return. Various intergovernmental revenues and most donations are examples of 
non-exchange transactions. Under the terms of grant agreements, the Fund has an enforceable claim 
with other governmental agencies when specific program expenses are incurred. The Fund has an 
enforceable claim to local funding allocations when the allocations are determined by the other 
governmental agencies on an annual basis.  
 
Pooled cash and investments: The Fund’s cash balance was pooled with various other City funds for 
deposit and investment purposes. The City’s treasury is responsible for the cash management of the 
Fund’s cash balance, which pools available cash for investment purposes. The cash and cash 
equivalents are considered to be cash on hand, demand deposits, and short-term investments with 
original maturity of three months or less from the date of acquisition. Each City fund owns a share of 
pooled cash and investments, which are separately maintained, and interest income was apportioned 
based on its average month-end cash balances to the total of the pooled cash and investments.  
 
The Fund’s cash balance is considered to be a cash equivalent since it has the ability deposit or withdraw 
funds from the pool on demand. 
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The Transit Enterprise Fund of the City of Santa Clarita 
 
Notes to Financial Statements 
 

Note 1. Nature of Business and Summary of Significant Accounting Policies (Continued) 

Prepaids: Certain payments to vendors reflect costs applicable to future accounting periods and are 
recorded as prepaid items in the financial statements.  
 
Administrative services: The Fund has no direct employees, as all personnel-related services are 
provided by vendors through transportation service contracts or through City employees. Costs for such 
City employees, including the allocation of accrued compensated absences liabilities, are allocated to the 
Fund based on an approved cost allocation plan. 
 
Grants: Grant revenues and receivables are recorded when earned on grants that have been approved 
and funded by the grantor, and when eligibility requirements for the grant have been met. Grant sources 
include Federal Transit Administration grants. 
 
Capital assets: Capital assets include land, site improvements, buildings and improvements, and 
vehicles and equipment assets. Capital assets are defined by the City as assets with an initial cost of 
more than $5,000 ($25,000 for site improvements and building improvements and $100,000 for 
infrastructure) and an estimated useful life in excess of one year. Such assets are recorded at historical 
cost or estimated historical cost if purchased or constructed. Donated capital assets are recorded at 
estimated fair value at the date of donation. 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.  
 
Capital assets are depreciated using the straight-line method over the following estimated useful lives: 
 
Site improvements  5-25 years 
Buildings and improvements  5-50 years 
Equipment  5-25 years 
 
Net position: Net position represents the difference between assets and deferred outflows, and liabilities 
and deferred inflows, and is classified into three categories: 
 

• Net investment in capital assets: This amount consists of capital assets, net of accumulated 
depreciation, reduced by the outstanding balances of any borrowings used for the acquisition, 
construction or improvement of those assets, and excludes unspent debt proceeds.  
 

• Restricted net position: This amount represents the net position that is subject to externally 
imposed restrictions by creditors, such as through debt covenants, grantors, contributors, laws or 
regulations of other governments, as well as restrictions imposed by law through constitutional 
provisions or enabling legislation. 

 
• Unrestricted net position: This amount represents the residual of amounts not classified in the 

other two categories and represents the net position available for the City. 
 
When an expense is incurred for purposes for which both restricted and unrestricted net position are 
available, the City’s policy is to apply restricted net position first. 
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The Transit Enterprise Fund of the City of Santa Clarita 
 
Notes to Financial Statements 
 

Note 1. Nature of Business and Summary of Significant Accounting Policies (Continued) 

Employee compensated absences: It is the City’s policy to permit employees to accumulate earned but 
unused vacation (compensated absences). This accumulation is recorded as an expense and liability of 
the Fund in the fiscal year earned. The outstanding balance as of June 30, 2014 was $66,390 and was 
considered due within one year. 
 
Use of estimates: The preparation of financial statements in conformity with U.S. GAAP requires 
management to make estimates and assumptions. These estimates and assumptions affect the reported 
amounts of assets and liabilities and the disclosure of contingent assets and liabilities. In addition, 
estimates affect the reported amount of expenses. Actual results could differ from these estimates and 
assumptions. 
 
Pronouncements issued but not yet adopted: The GASB has issued pronouncements that have an 
effective date subsequent to June 30, 2014, which may impact future financial presentations. Except as 
noted below, management has not currently determined what, if any, impact implementation of the 
following statement may have on future financial statements of the Fund: 
 

• GASB Statement No. 69, Government Combinations and Disposals of Government Operations: 
effective for the Fund’s fiscal year ending June 30, 2015. 

 

Note 2. Pooled Cash and Investments 

The Fund’s pooled cash and investments consisted of $1,837,412 of pooled cash and investments at 
June 30, 2014. 
 
The deposit and investment disclosures required by GASB Statement No. 40, Deposit and Investment 
Risk Disclosures, as they relate to the pooled cash and investments, are reported in the annual report of 
the City. The pooled cash and investments are unrated, and average maturity is 30 days or less. 
 
As of June 30, 2014, none of the Fund’s pooled cash was subject to concentration of credit risk or 
custodial credit risk. 
 

Note 3. Due From Other Governments 

Due from other governments consists of the following at June 30, 2014: 
 
Agency Amount

Los Angeles County 3,407,026  $     
Federal Transit Administration 267,928            
Other federal agencies 1,865                
Other agencies 541,134            

4,217,953  $      
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The Transit Enterprise Fund of the City of Santa Clarita 
 
Notes to Financial Statements 
 

Note 4. Capital Assets 

Changes in capital assets of the Fund at June 30, 2014 consisted of the following: 
 

Balance Balance
July 1, 2013 Additions Deletions Transfers June 30, 2014

Non-depreciable assets:
Land 15,087,880  $     -$                   -$               -$                15,087,880  $      
Construction-in-progress 2,145,290           2,765,626          -                 (4,827,664)      83,252                 

Total non-depreciable assets 17,233,170         2,765,626          -                 (4,827,664)      15,171,132          

Depreciable assets:
Site improvements 7,413,201           -                    -                 4,747,181       12,160,382          
Building and improvements 41,483,799         -                    -                 -                  41,483,799          
Equipment 45,109,127         9,163,470          (5,472,777)     80,483            48,880,303          

Total depreciable assets 94,006,127         9,163,470          (5,472,777)     4,827,664       102,524,484        

Less accumulated depreciation:
Site improvements (1,116,174)          (473,990)            -                 -                  (1,590,164)          
Building and improvements (8,392,346)          (883,347)            -                 -                  (9,275,693)          
Equipment (25,169,370)        (3,744,636)         5,380,792      -                  (23,533,214)         

Total accumulated depreciation (34,677,890)        (5,101,973)         5,380,792      -                  (34,399,071)         
Total depreciable assets, net 59,328,237         4,061,497          (91,985)          4,827,664       68,125,413          
Capital assets, net 76,561,407  $     6,827,123  $      (91,985)  $      -$                83,296,545  $      

 
Depreciation expense of the Fund was $5,101,973 for the year ended June 30, 2014. 
 

Note 5. Interfund Activity 

During the year ended June 30, 2014, the Fund transferred $225,718 to the General Fund and nonmajor 
governmental funds of the City for transit operation forecasts for support of transit operations. The 
management of the City approved the transferred in from the nonmajor governmental funds $5,917,750 
for Propositions A and C as follows: 
 
Proposition A 4,177,523  $     
Proposition C 1,740,227         

5,917,750  $     
 

Note 6. Administrative and Personnel Costs 

Certain general and administrative costs are allocated to the Fund by the City based upon an approved 
cost allocation plan. Such allocated costs were $685,132 for the year ended June 30, 2014. 
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