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Livermore Amador Valley Transit Authority

November 3, 2014

The Board of Directors
Livermore Amador Valley Transit Authority

We are pleased to present the Comprehensive Annual Financial Report of the Livermore Amador
Valley Transit Authority (the Authority) for the fiscal year July 1, 2013 through June 30, 2014.

This report has been prepared by the Administrative Services Department following the guidelines
recommended by the Government Finance Officers Association of the United States and Canada
(GFOA) and is in conformance with generally accepted accounting principles for state and local
governmental entities established by the Governmental Accounting Standards Board (GASB).
General accepted accounting principles require that management provide a narrative introduction,
overview and analysis to accompany the basic financial statements in the form of Management’s
Discussion and Analysis (MD&A). This letter of transmittal is designed to complement the MD&A
and should be read in conjunction with it. The Authority’s MD&A can be found immediately
following the report of the independent auditors. Responsibility for the accuracy, completeness and

fairness of the presented data and the clarity of presentation, including all disclosures, rests with the
management of the Authority.

In accordance with the above-mentioned guidelines, the accompanying report consists of four
sections;

1 The Introductory Section contains this letter of transmittal, a discussion of the Authority’s

operations, accomplishments and future goals and projects, a list of principal officials and
the Authority’s organization chart.

2 The Financial Section begins with the Independent Auditors’ Reports and Financial
Statements. The notes, an integral part of the Financial Statements, are intended to further
enhance an understanding of the Authority’s current financial status.

3. The Statistical Section provides information that is useful for understanding the Authority’s

financial condition and depicting the past 10 years of history and financial and operational
trends of the Authority.

4. The Compliance Section includes the Auditors’ reports required under the federal Single
Audit Act, State Transportation Development Act, and Measure B, and it provides
assurance of the Authority’s compliance with those laws and related regulations

1362 Rutan Court, Suite 100 < Livermore, CA 94551
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BACKGROUND INFORMATION

History

In 1985, the County of Alameda joined with the Cities of Livermore, Pleasanton and Dublin to
execute a Joint Powers Agreement (JPA), pursuant to Government Code 6500 et. seq., creating the
Livermore Amador Valley Transit Authority. Under the JPA, the Authority’s charter was to provide

public transit service in the Livermore Amador Valley without the imposition of any new local
taxes.

The existing Wheels system is an outgrowth of the transit services previously operated in Livermore
(City of Livermore-RIDEO) and Pleasanton/Dublin. The services in the three cities were
consolidated under the Authority in 1987.

The Authority has come a long way over the years. In early 1990 the fixed route fleet was upgraded
with the delivery of 34 new Gillig buses. That year almost 680,000 passengers were transported at a
rate of 10.3 people per hour. Today, the Authority’s fixed route fleet has 74 buses. The fleet
includes the vehicles for local fixed route and bus rapid transit (BRT) service and in 2013/2014 the
Authority transported over 1.65 million passengers.

The Authority

The Authority’s reporting entity includes only the Authority; it is legally separate and financially
independent as defined in the Governmental Accounting Standards Board (GASB) Statement No.
14 “The Financial Reporting Entity.” No other entity exists for which the Authority exercises
oversight responsibility or has a special financing arrangement.

The Authority operates under the name Wheels and serves residents located in the Cities of
Livermore, Dublin and Pleasanton, and some unincorporated areas (Tri-Valley Area). The mission
of the Livermore Amador Valley Transit Authority is to provide equal access to a variety of safe,
customer oriented, reliable, and affordable public transportation choices, increasing the mobility
and improving the quality of life of those who live or work in and visit the Tri-Valley area.

As a Joint Powers Authority, a seven-member Board of Directors governs the agency. Two elected
officials are appointed from each city’s City Council, and the County Board of Supervisors appoints
one member. Directors meet once a month to determine overall policy for the Authority. Monthly
committee meetings provide oversight in two areas: finance and administration; and projects and
services. Additional input to the Board comes from a nine-member Wheels Accessibility Advisory
Committee representing the interests of the elderly and disabled.

The Executive Director oversees the general operations of the transit system in accordance with the
policy direction prescribed by the Board of Directors. During the 2014 fiscal year, a Director of
Administrative Services, Director of Planning and Communications, Finance and Grants Manager,
Marketing Specialist, Transit Planner, AVL Scheduling and Transit Applications Analyst,
Paratransit Planner, Grants and Finance Analyst, Community Outreach Coordinator, Administrative
Assistant, Accounting Assistant, and three Customer Service Representatives supported the
Executive Director.
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Since its formation, the Authority has contracted with private companies for the day-to-day
operation of its services. Fixed route and vehicle maintenance were provided under contract with
MV Transportation, Inc. Paratransit services were provided under contract with American Logistics
Company until April 30, 2014 and Medical Transportation Management during May-June of 2014,

The Authority’s Strategic Plan outlines the Goals, Objectives and Performance Standards and
establishes a strategic process to implement and monitor the programs and policies of the Authority.
The Strategic Plan also provides the basis for the operating budget and ten-year capital
improvement program.

Services

The Livermore Amador Valley Transit Authority provides local public transit services to the cities
of Dublin, Livermore, and Pleasanton and to the adjacent unincorporated areas of Alameda County.
The service area covers approximately 40 square miles and has 205,086 residents The service area
is divided into two sub-areas: Pleasanton/Dublin and Livermore. Three miles of lightly developed
industrial and agricultural land separate these two sub-areas.

The Authority provides the following transportation services: Fixed Route (Wheels) Service, Bus
Rapid Transit (Rapid) Service, and Demand Responsive Paratransit Service (Dial-A-Ride) to senior
and disabled persons.

The Wheels Fixed Route system consists of the following services:

Wheels Local and sub-regional fixed route system.
Rapid Local and sub-regional bus rapid transit system
Shuttles Local shuttles serving the ACE Rail and BART stations.

Wheels fixed route service runs 365 days per year. On an average weekday, the Authority’s fixed
route fleet carries an average of 5,737 passengers. Fixed route ridership had been increasing over
the years since a FY2001 drop; flattening out in FY2009, decreasing in FY2010, and increasing in
FY2011 and FY2012. There was a decrease of almost 1.3% from FY12 to FY13. Ridership
continued to decrease in FY2014, at 1,652,151 passengers, it is more than a 4.3% decrease from
FY2013. Passengers per hour, a measure of system efficiency, decreased slightly from 13.9 in
FY2013 to 13.3 in the current year.

LAVTA’s newest fixed-route service, the Rapid, launched in January 2011 and features 15-minute
service. The primary goal of the service is to connect major Tri-Valley employment, retail,
medical, and civic locations with fast and efficient bus service. The Rapid features frequent service,
limited bus stops, transit signal priority, improved bus stop amenities including real-time arrival
signs, hybrid technology buses, and unique branding.

The Authority’s fixed route service is supplemented by Dial-A-Ride paratransit service, which
transported 48,388 mobility-impaired patrons in FY2014 on approved vehicles provided by the
contracted paratransit provider. While the number of paratransit passengers decreased during the
period from FY FY09 to FY12, the number of passengers has increased over the last two years.
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ACCOUNTING SYSTEM AND BUDGETARY CONTROLS

The Authority is accounted for as a single enterprise fund using the accrual method of accounting.

In developing and evaluating the accounting system, emphasis is placed on the adequacy of internal
accounting controls.

Internal Accounting Controls

Internal accounting controls are designed to provide reasonable, but not absolute, assurance
regarding:

1. The safeguarding of assets against loss from unauthorized use or disposition; and

2. 'The reliability of financial records used in preparing financial statements and accounting for
assets.

The concept of reasonable assurance recognizes that:

1. The cost of control should not exceed the benefits likely to be derived; and
2. The evaluation of costs and benefits requires estimates and judgments by management.

All internal control evaluations occur within the above framework. We believe that the Authority’s

internal accounting controls adequalely safeguard assets and provide reasonable assurance of proper
recording of financial transactions.

Cash Management

The Authority investment objectives are to minimize market risks while maintaining a competitive
yield on its portfolio. The Authority’s practice is to limit its investments to the State of California
Local Agency Investment Fund (LAIF).

All cash deposits are either insured by the Federal Depository Insurance Corporation or
collateralized by U.S. Government Securities. The depositories are required by State law to
maintain a collateral pool of securities with market value in excess of 110% of the amount of the
deposit.

Budgetary Controls

Although not legally required to do so, the Authority adopts an annual operating and capital budget.
The Board of Directors has unlimited authority to approve or amend the adopted budget. The
budget is based on Authority goals and objectives adopted annually by the Board of Directors as
part of the budget process as well as the Strategic Plan originally adopted December 2005, and
reviewed annually. The balanced budget, with adequate reserves to cover excess expenses over
revenues, is adopted by resolution in June.

Budgetary control is maintained at the department level for each operating department and at the
project level for each capital project. The Executive Director must authorize overruns within a
department. Any overruns of the Authority as a whole require a budget revision and must be
authorized by the Board of Directors.
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Risk Management

On May 1, 2000, the Authority became a member of the California Transit Insurance Pool
(CalTIP), a joint powers authority that provides annual general liability and physical damage
coverage up to $10,000,000 in the aggregate. The authority has a $25,000 deductible for general
liability claims and has a $5,000 deductible for physical damage claims on vehicles valued over
$50,000 or operated by the Operations contractor, and $500 on staff vehicles with a value of less
than $50,000. As a member of CalTIP the Authority has a seat on the governing board. The Board
of Directors consists of representatives from all the member organizations.

In addition to the coverage provided through CalTIP, the Authority has commercial insurance
coverage for property damage, boiler and machinery loss, and workers’ compensation. Below is a
summary of the Authority’s current insurance program and related coverage.

Insurance Liability Limit
Property $350,000,000
Inland Marine (valuable papers) No-sublimit for Valuable Papers
Boiler and Machinery $25,000,000 per occurrence
Underground Storage Tank $1,000,000 Occurrence/$1,000,000 Aggregate

The Authority’s deductible amounts are $10,000 or less.
Independent Audit

State law requires that independent auditors, selected by the Board of Directors, audit the financial
statements of the Authority. The fiscal year ended June 30, 2014 audit was conducted by Maze &
Associates and their report is included in the Financial Section. Maze & Associates has also audited
the Authority’s compliance with the Transportation Development Act, a state law governing the
expenditure of Local Transportation Funds; and State Transit Assistance, the Single Audit Act and
regulations, the law, rules and regulations governing expenditures of federal awards; Measure B,
and Prop 1B Security and PTMISEA funds. The Auditors’ reports on compliance are presented in
the Compliance Section of this report. In all cases the Auditor’s reports are “unqualified” meaning
there were no compliance exceptions.

FISCAL YEAR IN REVIEW

LAVTA entered FY14 with relatively flat revenues following extremely difficult recession years
during which the agency implemented a 25% reduction in service and raised fares. Because the
recovery has been slow, LAVTA’s two main revenue sources remained relatively flat in FY14.

Transportation Development Act (TDA) monies, which are sales tax based, declined more than
30% in Alameda County during the Recession, but began to rise from those levels in FY12
through FY14 as the economy gradually improved. For the past several years, TDA has been
slowly increasing.

State Transit Assistance (STA) monies, which are diesel fuel tax based, were uncertain
throughout FY09 and FY10, but in March 2010 the Legislature enacted what became known as
the “gas tax swap”. This legislation, and its subsequent re-enactment in 2011, paved the way for



a future STA revenue stream. To protect against the volatility and uncertainty of STA funding,
LAVTA has chosen a strategy to put all of its STA projected next year’s revenues into reserves,
while spending the prior year’s actual receipts, thus basing our Budget on known revenues. This
has proven to be a wise decision, since actual STA revenues have been less than forecasted, and
the revenue amounts have been decreasing annually over the past three years.

Against this backdrop, LAVTA’s FY 14 Budget had the following features: (1) service hours
were slightly increased, (2) the fixed route and paratransit contracts were slightly increased per
contractual terms negotiated in 2011, (3) one capital project was planned to be completed during
the year, (4) fares were unchanged, and (5) reserve levels were maintained consistent with the
Board’s policy target. During the year, the paratransit contractor delivered its one-year notice to
terminate the contract, effective April 9, 2014, thus triggering a new procurement process with
unknown costs from April through June.

Fiscal Year 2014 Accomplishments

While the previous section summarizes the financial situation last year, this section describes the
work accomplished in FY14. In addition to the on-going workload of the agency, staff was busy
this year on the following issues and projects.

Policy Related Matters - adopted 2014 Legislative Program; conducted a Board workshop to
revise the Strategic Plan; revised DBE policies with respect to Small Business Enterprises

Fixed Route Service - completed the service change process and implemented changes in August
2013; developed service changes effective August 2014; : completed the annual survey to assess

customer satisfaction of fixed route services; completed an Origin/Destination survey sponsored
by MTC

Paratransit Service - revised pickup window policy to 0/30 period; completed the annual survey
to assess customer satisfaction of paratransit services; completed the procurement for a new
contractor, MTM, for the next seven years and transitioned to new contractor

Capital Projects - completed an Atlantis Facility value engineering study reducing future phase
costs; added a shelter at Emerald Vista; constructed Livermore ADA bus stop improvements at 9
locations; completed design for Dublin/Pleasanton ADA bus stop improvements at 11-13 sites

Marketing - developed a marketing plan for FY14; series of 3 TV commercials promoting Wheels
services; installed art shelter at the Lawrence Livermore Lab; completed campaigns for Try
Transit for middle and high school riders, New Neighbor and Employee programs, Stuff the Bus
holiday food drive

Audits/Reviews - FY13 Financial Audit (CAFR); second CalTIP Secret Rider reviews for safety;
CalTIP follow-up assessment of Safety Plans versus actual practices; MTC Triennial TDA Audit

Financial Management - quarterly budget/grant status reports to the Board; continued pre-
payments to reduce future retiree health obligations; leased a surplus bus to San Luis Obispo to
increase revenues; received GFOA’s Award of Excellence for Financial Reporting for FY'13
CAFR



Procurement - contracts to support paratransit services, ADA bus stop improvements, janitorial
services, printing services, bus book printing, etc; participated in CCCTA’s bus procurement
process; executed MOU with MTC for Clipper implementation

Regional Projects - MTC’s Transit Performance Initiative; East Bay operators for Clipper
implementation; provided limited regional service when BART went on strike; partnered with

BART and Livermore planners on a first phase transfer station; continued participation in APTA
CTA, and CalACT to promote and protect transit
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Personnel - hired two new Planning and Communications Directors; implemented significant
changes to agency management practices

FUTURE OUTLOOK

The outlook for Fiscal Year 2015 can be summarized as follows: LAVTA’s FY15 Budget is
$16.2 million, which is 3.7% higher than FY14. The budget assumes LAVTA will provide
141,200 fixed route service hours and 44,300 paratransit trips. For the fifth consecutive year, no
fare increases are proposed. The Budget for FY15 continues to comply with the Board’s policy
to maintain reserves equivalent to 3-6 months of operating costs.

FY15’s major service highlight is the beginning of a new paratransit contractor, Medical
Transportation Management (MTM), who has been hired to continue LAVTA’s brokerage
paratransit services. In FY15, LAVTA staff will continue work on a revised Strategic Plan, and
begin a new fixed route Comprehensive Operational Analysis, with the aim to take a
comprehensive look at our bus network and possibly make major structural changes in fall 2016.
Consistent with Board direction, LAVTA will make minor changes to its routes and schedules

until then, and continue to simplify its service network to make it easier for customers to
understand.

The capital program will have three areas of focus. First, LAVTA will be working with MTC to
implement Clipper in the Wheels system. This year we expect major activity to install equipment
at our maintenance bases and beginning the installation on our buses. Second, LAVTA received
a very large bus order in 2003 which will need replacement as they approach the end of their
useful lives. By 2016-17, we will need to accumulate significant amounts of local match funding
in order to replace these buses. Third, we will continue our focus on bringing the fleet and

facilities to a state of good repair, primarily by replacing bus engines and transmissions as they
fail.

As LAVTA enters into FY15, its activities will occur against the backdrop of a continued, slow
economic recovery. Federal discussion over a multi-year transportation authorization bill
continues to pose uncertainty. The State revenue outlook remains relatively flat with one source
slightly increasing and another slightly decreasing. On the regional level, Measure BB will go to
the ballot and could result in major new revenues, if passed by the voters.

Fiscal Year 2015 Goals

FY14 marks the eighth year of operations guided through the use of the Wheels Strategic Plan.
The Wheels Strategic Plan establishes an overall vision and mission for Wheels and contains a
series of goals and strategies to guide the future development of services and projects. During
this current year, the LAVTA Board began a process to revise its Strategic Plan. We were part
way through this process when a key staff person resigned to take another position. As a result,
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the Board elected to pause this work until a new person could be recruited to the staff and the
work picked up anew. Thus, the following section uses the Board-adopted priorities established
in December of 2012, which were used as the policy basis for the FY14 Budget. In the absence

of more current goals and objectives, these priorities (listed below) are used again in development
of the FY15 Budget.

Al: Provide routes and services to meet current and future demand for timely and reliable transit
service subject to fiscal restraints.

A3: Optimize existing routes and services to increase productivity and respond to MTC’s Transit
Sustainability Project and MTC’s Tri City/Tri Valley Transit Study. (Note that the latter study
was canceled after December 2012)

A4: Improve connectivity with regional transit systems and participate in the activities of
projects like BART to Livermore and Altamont Commuter Express to ensure future connectivity.

BI: Continue to build the Wheels brand image, identity and value for customers.

B4: Increase ridership, particularly the Rapid, to fully attain community benefits achieved
through optimum utilization of our transit system.

C3: Partner with employers in the use of transit to meet transportation demand management
goals or requirements.

D1: Advocate for local, regional, state, and federal policies that support Wheels’ goals.

E3: Establish performance based metrics with action plans for improvement; monitor, improve,
and periodically report on on-time performance and productivity.

F1: Develop budget in accordance with the Strategic Plan, integrating fiscal review processes
into all decisions.

ECONOMIC CONDITION AND OUTLOOK

The Livermore Amador Valley, also called the Tri-Valley, is located on the castern edge of
Alameda County, the seventh largest county in California. The cities of Livermore, Dublin and
Pleasanton surpassed 200,000 total residents according to 2010 Census data. According to the
Metropolitan Transportation Commission’s (MTC) 2040 Plan Bay Area Transportation Plan
released in 2013, the population of Alameda County is expected to grow by 32% between 2010 and
2040. Employment is projected to grow by 33%. The senior population is another area of fast
growth as the Baby Boomer generation ages; between 2010 and 2040 the senior population is
projected to grow 83%. The number of low-income houscholds (defined as households with less
than $42,700 annual income in 2007 dollars) will decrease by 3% during the forecast period. '

The Tri-Valley cities have a lower unemployment rate than other cities in Alameda County, the
state, and the nation. Statistics for 2013 show that unemployment rates in Tri-Valley cities are:

! Source: Travel Forecasts Data Summary, 2040 Plan Bay Area Transportation Plan for the San Francisco
Bay Area, July 2013
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Dublin — 4.2%, Livermore — 4.8%, and Pleasanton — 4.5%, compared to the county-wide figure of
6.1%.” The percentage of unemployed residents has declined since 2010,

At the end of FY 2009, in the face of the economic recession and declining revenues, the Authority
reduced service by 25% and immediately saw a decrease in ridership of approximately the same
percentage. Since then the Agency has made efforts to gradually restore service hours. For FY 2014
the Agency will provide 141,200 fixed route service hours and 44,300 paratransit trips. The
challenge for the Authority moving forward will be to retain current riders and service levels and
continue to plan services that appeal to a market beyond the transit-dependent population. The

Authority launched the Rapid Route in 2011 with the hopes of attracting a greater share of “choice”
riders.

AWARDS AND ACKNOWLEDGEMENTS

Awards

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a
Certificate of Achievement for Excellence in Financial Reporting to the Livermore Amador Valley
Transit Authority for its comprehensive annual financial report for the fiscal year ended June 30,
2013. This was the eighteenth consecutive year that the Authority has achieved this prestigious
award. In order to be awarded a Certificate of Achievement, a government entity must publish an
easily readable and efficiently organized Comprehensive Annual Financial Report. This Report
must satisfy both generally accepted accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe our current
Comprehensive Annual Financial Report continues to meet the Certificate of Achievement

Program’s requirements, and we are submitting it to GFOA to determine its eligibility for another
certificate.

Acknowledgments

The preparation of this report required the dedicated efforts of the Authority’s staff. We also
gratefully recognize Maze & Associates for their timely audit and expertise on the preparation of
this Comprehensive Annual Financial Report. Finally, we would like to thank the Board of
Directors for its commitment and support in the development of a strong financial system.
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