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Independent Auditor’s Report 
 
Board of Commissioners  
Riverside County Transportation Commission  
Riverside, California 
 
Board of Directors 
Palo Verde Valley Transit Agency 
Blythe, California 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the Palo Verde Valley Transit Agency (the 
Agency), as of and for the fiscal years ended June 30, 2015 and 2014, and the related notes to the 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 audits. We conducted 
our audits in accordance with auditing standards generally accepted in the United States of America and 
the standards applicable to financial audits contained in Government Auditing Standards, issued by the 
Comptroller General of the United States. Those standards require that we plan and perform the audit to 
obtain reasonable assurance about whether the financial statements are free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment 
of the risks of material misstatement of the financial statements, whether due to fraud or error. In making 
those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair 
presentation of the financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal 
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of 
accounting policies used and the reasonableness of significant accounting estimates made by management, 
as well as evaluating the overall presentation of the financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
audit opinion. 
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Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position of the Palo Verde Valley Transit Agency as of June 30, 2015 and 2014, and 
the changes in its financial position and cash flows thereof for the fiscal years then ended in accordance 
with accounting principles generally accepted in the United States of America. 
 
Other Matters 

Required Supplementary Information 

Management has omitted the management discussion and analysis that accounting principles generally 
accepted in the United States of America requires to be presented to supplement the financial statements. 
Such missing information, although not a part of the financial statements, is required by the Governmental 
Accounting Standards Board, who considers it to be an essential part of financial reporting for placing the 
financial statements in an appropriate operational, economic, or historical context. Our opinion on the 
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 dated February 11, 
2016 on our consideration of the Agency’s internal control over financial reporting and on our tests of its 
compliance with certain provisions of laws, regulations, contracts, 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 the internal control over financial 
reporting or on compliance. The report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the Agency’s internal control over financial reporting and 
compliance. 
 

 
Newport Beach, California 
February 11, 2016



2015 2014
Assets:
Current assets:

Cash (note 3) 106,031$             67,443$               
Accounts receivable 61,197                 152,809               
Due from other governments 55,328                 32,107                 

Total current assets 222,556               252,359               

Capital assets, net of accumulated depreciation (note 4) 2,459,850            2,104,636            

Total assets 2,682,406            2,356,995            

Liabilities:
Current liabilities:

Accounts payable 85,231                 138,701               
Accrued payroll -                      1,336                  
Unearned revenue (note 5) 77,214                 52,209                 

Total current liabilities 162,445               192,246               

Total liabilities 162,445               192,246               

Net position:
Net investment in capital assets (note 4) 2,459,850            2,104,636            
Restricted  60,111                 60,113                 

Total net position 2,519,961$         2,164,749$          

PALO VERDE VALLEY TRANSIT AGENCY
Statements of Net Position

June 30, 2015 and 2014

See accompanying notes to the financial statements.
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2015 2014
Operating revenues:

Passenger fares 96,037$               83,485$               
Revenue from advertisers 6,870                  14,174                 
Revenue from fuel sales 34,268                 2,918                  
Contributions from private sources 57                       25                       
Other revenues 3,015                  1,856                  

Total operating revenues 140,247               102,458               

Operating expenses:
Purchased transportation 828,873               664,806               
Salaries 23,323                 41,318                 
General Administration 47,456                 46,908                 
Casualty and liability costs -                      119,494               
Depreciation (note 4) 253,237               215,586               
Other expenses 1,276                  20,922                 

Total operating expenses 1,154,165            1,109,034            

Operating loss (1,013,918)          (1,006,576)          

Nonoperating revenues:
TDA operating assistance grant 759,502               765,677               
New Freedom grant -                      14,650                 
RTAP Scholarship grant -                      957                     
Interest income 38                       26                       

Total nonoperating revenues 759,540               781,310               

Capital contributions:
TDA capital grants 146,624               87,243                 
STA capital grants 409,854               69,898                 
Proposition 1B (note 9) 15,830                 399,601               
COLMAC Funds 37,282                 -                      
Contributions from the City of Blythe -                      318,683               

Total capital contributions 609,590               875,425               

Change in net position 355,212               650,159               

Net position, beginning of year 2,164,749            1,514,590            

Net position, end of year 2,519,961$         2,164,749$          

For the Fiscal Years Ended June 30, 2015 and 2014
Statements of Revenues, Expenses and Changes in Net Position

PALO VERDE VALLEY TRANSIT AGENCY

See accompanying notes to the financial statements.
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2015 2014
Cash flows from operating activities:

Cash received from passengers 231,859$             (47,816)$              
Cash payments to employees and suppliers (955,734)              (1,042,791)           

Net cash used in operating activities (723,875)              (1,090,607)           

Cash flows from noncapital financing activities:
Operating grants received 736,281               1,001,523                                                        

Net cash provided by non capital activities 736,281               1,001,523            

Cash flows from capital and related financing activities:
Capital grants received 634,595               471,389               
Purchase of capital assets (608,451)              (865,745)              

Net cash provided by (used in) capital and related
financing activities 26,144                 (394,356)              

Cash flows from investing activities:
Interest received 38                        26                        

Net increase (decrease) in cash 38,588                 (483,414)              

Cash, beginning of year 67,443                 550,857               

Cash, end of year 106,031$            67,443$              

PALO VERDE VALLEY TRANSIT AGENCY
Statements of Cash Flows

For the Fiscal Years Ended June 30, 2015 and 2014

See accompanying notes to the financial statements.

5



2015 2014
Reconciliation of operating loss to net

cash used for operating activities:
Operating loss (1,013,918)$         (1,006,576)$         
Adjustments to reconcile operating loss to net

cash used for operating activities:
Depreciation 253,237               215,586               
Changes in operating assets and liabilities:

(Decrease) increase in accounts receivable 91,612                 (147,485)              
(Decrease) in accounts payable (53,470)                (150,679)              
(Decrease) increase in accrued payroll (1,336)                  1,336                   
(Decrease) in deposits -                       (2,789)                  

Net cash used in operating activities (723,875)$           (1,090,607)$         

PALO VERDE VALLEY TRANSIT AGENCY
Statements of Cash Flows (Continued)

For the Fiscal Years Ended June 30, 2015 and 2014

See accompanying notes to the financial statements.
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PALO VERDE VALLEY TRANSIT AGENCY 
Notes to the Financial Statements  

For the Fiscal Years Ended June 30, 2015 and 2014 
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1. GENERAL INFORMATION 
 
The Palo Verde Valley Transit Agency (the Agency) is a Joint Powers Authority between the City of 
Blythe (the City) and the County of Riverside (the County) established to provide a public 
transportation system within the Palo Verde Valley area. The City administers all aspects of the 
Agency. The Agency contracts with service providers to operate a deviated fixed route transit service. 
Additionally, the Agency provides transportation reimbursement to individuals unable to access the 
fixed route transit services. 
 
The Agency is a municipal operator as defined within Transportation Development Act (TDA) 
§99209 and is eligible for funds under California Public Utilities Code §99260 (TDA Article 4). 
Pursuant to §99260, TDA Article 4 monies may be used for the support of public transportation 
systems, aid to public transportation research and demonstration projects, and contributions for the 
construction of grade separation projects. These funds were allocated by the Riverside County 
Transportation Commission (RCTC) to supplement the Agency's transit operations. 
 
The financial statements are intended to reflect the financial position and result of operations for the 
Agency. 
 

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
(a) Fund Accounting 

 
The accounts of the Agency are organized on the basis of funds. A fund is defined as an 
independent fiscal and accounting entity wherein operations of each fund are accounted for in 
a separate set of self-balancing accounts that record resources, related liabilities, obligations, 
equity segregated for the purpose of carrying out specific activities or attaining certain 
objectives in accordance with special regulations, restrictions or limitations. The Agency 
accounts for its activity in an enterprise fund. 
 
Enterprise funds are used to account for operations that are financed primarily through user 
charges, or where the governing body has decided that determination of net income is 
appropriate. 
 

(b) Measurement Focus and Basis of Accounting 
 
Enterprise funds are accounted for using the income determination or cost of services 
measurement focus and accrual basis of accounting. Revenues are recognized when earned 
and expenses are recognized when incurred. 
 
Operating revenues and expenses generally result from providing services and producing and 
delivering goods in connection with ongoing operations. All revenues and expenses not 
meeting this definition are reported as nonoperating revenues and expenses. When both 
restricted and unrestricted resources are available for use, it is the Agency’s policy to use 
restricted resources first, and then use unrestricted as they are needed. 



PALO VERDE VALLEY TRANSIT AGENCY 
Notes to the Financial Statements (Continued) 

For the Fiscal Years Ended June 30, 2015 and 2014 
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(c) Revenue Recognition 
 
Recognition of revenues arising from nonexchange transactions, which include revenues from 
taxes, certain grants and contributions, is based on the primary characteristic from which the 
revenues are received by the Agency. For the Agency, certain nonoperating revenues and 
capital contributions received possess the characteristic of a voluntary nonexchange transaction 
similar to a grant. Revenues are recognized in the period when all eligibility requirements have 
been met. 
 

(d) Grants 
 
Grant revenues and receivables are recorded when earned on grants that have been approved 
and funded by the grantor. Grant sources include TDA and State Transit Assistance (STA), 
Proposition 1B grant, Job Access and Reverse Commute (JARC) grant, New Freedom grant, 
and Rural Transportation Assistance Program (RTAP) grant. 
 

(e) Capital Assets 
 
Capital assets are comprised of land, building and improvements, and vehicles and are recorded 
at cost, net of accumulated depreciation. The Agency's policy is to capitalize all capital assets 
with an original cost of at least $5,000. Depreciation is computed using the straight-line method 
over the estimated useful lives of the assets. The range of lives used for depreciation purposes 
for each capital asset class is as follows: 
 

Buildings and improvements  30 years 
Vehicles     5-10 years 

 
(f) Net Position 

 
Net position is classified in the following categories: 
 
Net investment in capital assets – This component of net position consists of capital assets net 
of accumulated depreciation and reduced by outstanding debt that is attributed to the 
acquisition, construction or improvements of the assets. 
 
Restricted - This amount is restricted by external creditors, grantors, contributors, or laws or 
regulations of other governments. 
 

(g) Use of Estimates 
 
The preparation of financial statements in conformity with accounting principles generally 
accepted in the United States of America requires management to make estimates and 
assumptions that affect certain reported amounts and disclosures. Accordingly, actual results 
could differ from those estimates. 
 
 



PALO VERDE VALLEY TRANSIT AGENCY 
Notes to the Financial Statements (Continued) 

For the Fiscal Years Ended June 30, 2015 and 2014 
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3. CASH 
 

The Agency's cash as of June 30, 2015 and 2014 is as follows: 
 

 

2015 2014

Cash 94,564$           40,153$          
Restricted cash 11,467             27,290            

106,031$          67,443$          

 
Deposits: Custodial credit risk is the risk that, in the event of failure of a depository financial 
institution, the Agency will not be able to receive its deposits or will not be able to recover collateral 
securities that are in the possession of an outside party. The Agency does not have a deposit policy 
for custodial credit risk. The bank balance for the Agency’s deposits (cash in checking account) 
was $108,371 at June 30, 2015 and is covered by federal depository insurance. 

  



PALO VERDE VALLEY TRANSIT AGENCY 
Notes to the Financial Statements (Continued) 

For the Fiscal Years Ended June 30, 2015 and 2014 
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4. CAPITAL ASSETS 
 

Capital assets activities for the year ended June 30, 2015 are as follows: 
 

Balance at Balance at
July 1, 2014 Additions Retirements June 30, 2015

Capital assets not being depreciated:
Land 20,628$       -$            -$             20,628$           
Construction in progress 465,816       -              465,816        -                 

Total capital assets not being depreciated 486,444       -              465,816        20,628            

Capital assets being depreciated:
Buildings and improvements 850,293       1,021,155     -              1,871,448        
Vehicles 2,063,886     53,112         -              2,116,998        

Total capital assets being depreciated 2,914,179     1,074,267     -              3,988,446        
Less: accumulated depreciation (1,295,987)   (253,237)      -              (1,549,224)       

Total capital assets being depreciated, net 1,618,192     821,030       -              2,439,222        

Capital assets, net 2,104,636$   821,030$     465,816$      2,459,850$      

 
Capital assets activities for the year ended June 30, 2014 are as follows: 

 
Balance at Balance at

July 1, 2013 Additions Retirements June 30, 2014
Capital assets not being depreciated:

Land 20,628$       -               -$             20,628$           
Construction in progress -              465,816         -              465,816           
Total capital assets not being depreciated 20,628         465,816         -              486,444           

Capital assets being depreciated:
Buildings and improvements 497,946       352,347         -              850,293           
Vehicles 2,016,304     47,582           -              2,063,886        

Total capital assets being depreciated 2,514,250     399,929         -              2,914,179        
Less: accumulated depreciation (1,080,401)    (215,586)        -              (1,295,987)       

Total capital assets being depreciated, net 1,433,849     184,343         -              1,618,192        

Capital assets, net 1,454,477$   650,159$       -$             2,104,636$      

 
Depreciation expense for the years ended June 30, 2015 and 2014 were $253,237 and $215,586, 
respectively.  



PALO VERDE VALLEY TRANSIT AGENCY 
Notes to the Financial Statements (Continued) 

For the Fiscal Years Ended June 30, 2015 and 2014 
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Activities relating to changes in capital assets by funding source for the year ended June 30, 2015 
were as follows:  
 

Balance at 
July 1, 2014 Additions Retirement

Balance at 
June 30, 2015

STA:
Operating property 1,215,540$     442,483$     (33,768)$           1,624,255$       
Accumulated depreciation (634,630)        (97,440)       -                   (732,070)          

Operating property, net 580,910$       345,043$     (33,768)$           892,185$         

TDA:
Operating property 701,786$       209,784$     (63,160)$           848,410$         
Accumulated depreciation (498,095)        (30,236)       -                   (528,331)          

Operating property, net 203,691$       179,548$     (63,160)$           320,079$         

PROP 1 B:
Operating property  $    1,164,614 384,718$     (368,888)$         1,180,444$       
Accumulated depreciation (161,079)        (113,074)     -                   (274,153)          

Operating property, net 1,003,535$     271,644$     (368,888)$         906,291$         

COLMAC:
Operating property -$              37,282$      -$                 37,282$           
Accumulated depreciation -               (1,864)         -                   (1,864)             

Operating property, net -$              35,418$      -$                 35,418$           

City:
Operating property 318,683$       -$           -$                 318,683$         
Accumulated depreciation (2,183)           (10,623)       -                   (12,806)           

Operating property, net 316,500$       (10,623)$     -$                 305,877$         

Total:
Operating property 3,400,623$     1,074,267$  (465,816)$         4,009,074$       
Accumulated depreciation (1,295,987)     (253,237)     -                   (1,549,224)       

Operating property, net 2,104,636$     821,030$     (465,816)$         2,459,850$       

 
5. UNEARNED REVENUE 
 

TDA Article 4 funds allocated to the Agency by RCTC for specific operating and capital projects 
are considered earned when they are properly spent for the specific projects authorized. Allocations 
and any interest received, but not used are recorded as unearned revenue. The Agency received 
TDA operating assistance for the years ended June 30, 2015 and 2014, of $800,330 and $782,388, 
respectively. The unearned revenue activity related to operating assistance for the years ended June 
30, 2015 and 2014 are as follows: 

  



PALO VERDE VALLEY TRANSIT AGENCY 
Notes to the Financial Statements (Continued) 

For the Fiscal Years Ended June 30, 2015 and 2014 
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TDA
Unearned revenue at July 1, 2014 24,919$            -$                 24,919$            
Allocations received 800,330            -                   800,330            

Funds available 825,249            -                   825,249            
Less: Eligible costs (759,502)           -                   (759,502)           

Unearned revenue at June 30, 2015 65,747$            -$                 65,747$            

TDA
Unearned revenue at July 1, 2013 8,208$              -$                 8,208$              
Allocations received 782,388            15,607              797,995            

Funds available 790,596            15,607              806,203            
Less: Eligible costs (765,677)           (15,607)             (781,284)           

Unearned revenue at June 30, 2014 24,919$            -$                 24,919$            

Total 
Operating 
AssistanceFederal Grants

Total 
Operating 
AssistanceFederal Grants

 

The unearned revenue of $11,467 related to capital assistance as of June 30, 2015, is restricted for 
the Homeland Security Remote Site Surveillance Project. Unearned revenue activities related to 
capital assistance for the years ended June 30, 2015 and 2014 are as follows: 
 

STA TDA Prop 1B Total
Unearned revenue at July 1, 2014 -$             -$             27,290$        27,290$        
Allocated interest -              -              7                 7                 
Allocations accrued -              -              -              -              
Allocations received 409,854        146,624        -              556,478        

Funds available 409,854        146,624        27,297          583,775        
Less: Eligible costs (409,854)       (146,624)       (15,830)        (572,308)       

Unearned revenue at June 30, 2015 -$             -$             11,467$        11,467$        

Unearned revenue at July 1, 2013 -$             24,082$        407,244$      431,326$      
Allocated interest -              -              78                78                
Allocations accrued 9,580           7,877           -              17,457          
Allocations received 60,318          55,284          19,569          135,171        

Funds available 69,898          87,243          426,891        584,032        
Less: Eligible costs (69,898)        (87,243)        (399,601)       (556,742)       

Unearned revenue at June 30, 2014 -$             -$             27,290$        27,290$        



PALO VERDE VALLEY TRANSIT AGENCY 
Notes to the Financial Statements (Continued) 

For the Fiscal Years Ended June 30, 2015 and 2014 
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For the year ended June 30, 2015, $571,170 of the eligible costs of $572,308 was capitalized in the 
accompanying statements of net position in accordance with the Agency’s capitalization policy.  
 
For the year ended June 30, 2014, $547,162 of the eligible costs of $556,742 was capitalized in the 
accompanying statements of net position in accordance with the Agency’s capitalization policy. 
 
Total unearned revenue as of June 30, 2015 is as follows: 
 

STA TDA Prop 1B Total
Operating assistance -$        65,747$   -$         65,747$       
Capital assistance -          -           11,467     11,467         

Unearned revenue as of June 30, 2015 -$        65,747$   11,467$   77,214$       

Total unearned revenue as of June 30, 2014 is as follows: 
 

STA TDA Prop 1B Total
Operating assistance -$       24,919$   -$         24,919$     
Capital assistance -         -           27,290      27,290       

Unearned revenue as of June 30, 2014 -$       24,919$   27,290$    52,209$     

 
6. EMPLOYEES' RETIREMENT PLAN 
 

The Agency participates in the Public Employees' Retirement System of the State of California 
(CalPERS) covering all of its permanent employees. The excess, if any, of the actuarially computed 
value of vested benefits over the amounts available in the pension fund would be a liability of the 
City as a whole, not of the Agency.  
 
The actuarial report and financial statements of CalPERS can be obtained from: 
 City of Blythe 
 235 N. Broadway Avenue 
 Blythe, CA, 92225  
 

7. LIABILITY INSURANCE 
 

The Agency is a member of the Public Entity Risk Management Authority (PERMA). The Agency 
has a $0 self-insured retention with $1,000,000 in coverage through PERMA and the excess 
coverage is through the California State Association of Counties Excess Insurance Authority. There 
were no pending or outstanding claims related to the Agency as of June 30, 2015. 
  



PALO VERDE VALLEY TRANSIT AGENCY 
Notes to the Financial Statements (Continued) 

For the Fiscal Years Ended June 30, 2015 and 2014 
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8. FAREBOX RECOVERY RATIO 
 

The Agency is subject to the provisions of the California Public Utilities Code §99268.3 and must 
maintain a minimum farebox recovery ratio of 10.00%. During the years ended June 30, 2015 and 
2014, the Agency's farebox recovery ratios were calculated as follows: 
 

2015 2014

Passenger fares 96,037$          83,485$            
Exclusions:

Exempt green route 4 -                    (11,453)            
Exempt gold route 2 -                    (25,360)            
Exempt silver route 5 -                    (2,454)              

Interest 31                  18                    
Other revenue 44,210            19,930              

Total operating revenues 140,278$        64,166$            

Operating expenses 1,154,165$      1,109,034$        

Exclusions:
Exempt green route 4 -                    (119,494)           
Exempt gold route 2 -                    (264,110)           
Exempt silver route 5 -                    (26,082)            
Exempt mobility services -                    (14,650)            
Depreciation expenses (253,237)         (215,586)           

Net operating expenses 900,928$        469,112$          

Farebox recovery ratio 15.57% 13.68%

 
  



PALO VERDE VALLEY TRANSIT AGENCY 
Notes to the Financial Statements (Continued) 

For the Fiscal Years Ended June 30, 2015 and 2014 
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9. PROPOSITION 1B 
 

On November 7, 2006, the voters of the State of California approved the Highway Safety, Traffic 
Reduction, Air Quality, and Port Security Bond Act of 2006 (Bond Act), known as Proposition 1B. 
Proposition 1B included a state program of funding in the amount of $4 billion and $1 billion to be 
deposited in the Public Transportation Modernization, Improvement and Service Enhancement 
Account (PTMISEA) and the Transit System Safety, Security and Disaster Response Account 
(TSSSDRA), respectively. PTMISEA funds can be used 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. TSSSDRA funds 
can be used for transportation-related security and safety projects. Proposition 1B activities during 
the fiscal years ended June 30, 2015 and 2014 were as follows: 
 

TSSSDRA PTMISEA

Unspent Proposition 1B funds as of July 1, 2014 27,290$     -$           
Proposition 1B funds received during year ended June 30, 2015 -            -             
Interest income 7                -             
Proposition 1B expenses incurred during year ended June 30, 2015 (15,830)     -             

Unspent Proposition 1B funds as of June 30, 2015 11,467$     -$           

TSSSDRA PTMISEA
Unspent Proposition 1B funds as of July 1, 2013 38,426$     368,818$   
Proposition 1B funds received during year ended June 30, 2014 19,569       -             
Interest income 8                70              
Proposition 1B expenses incurred during year ended June 30, 2014 (30,713)     (368,888)    

Unspent Proposition 1B funds as of June 30, 2014 27,290$     -$           

 
10. CONTINGENCIES 
 

See the City's notes to financial statements for disclosures in the Comprehensive Annual Financial 
Report related to contingencies including those relating to various legal actions, administrative 
proceedings or claims in the ordinary course of operations. 
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Independent Auditor’s 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 Commissioners  
Riverside County Transportation Commission  
Riverside, California 
 
Board of Directors 
Palo Verde Valley Transit Agency 
Blythe, California 

 
We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States, the financial statements of the Palo Verde Valley 
Transit Agency (the Agency), which comprise the statement of net position as of June 30, 2015, and the 
related statements of revenues, expenses and change in net position and cash flows for the year then ended, 
and the related notes to the financial statements, and have issued our report thereon dated February 11, 
2016. 
 
Internal Control Over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the Agency’s internal 
control over financial reporting (internal control) to determine the audit procedures that are appropriate in 
the circumstances for the purpose of expressing our opinion on the financial statements, but not for the 
purpose of expressing an opinion on the effectiveness of the Agency’s internal control. Accordingly, we do 
not express an opinion on the effectiveness of the Agency’s internal control.  
 
A deficiency in internal control exists when the design or operation of a control does not allow management 
or employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, 
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in 
internal control, such that there is a reasonable possibility that a material misstatement of the entity’s 
financial statements will not be prevented, or detected and corrected on a timely basis. A significant 
deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe than a 
material weakness, yet important enough to merit attention by those charged with governance 
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses 
may exist that were not identified. 
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Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the Agency’s financial statements are free of 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, including Section 6667 of Part 21 of the California Code of Regulations 
and policies and procedures adopted by Riverside County Transportation Commission, noncompliance with 
which could have a direct and material effect on the determination of financial statement amounts. 
However, providing an opinion on compliance with those provisions was not an objective of our audit, and 
accordingly, we do not express such an opinion. The results of our tests disclosed no instances of 
noncompliance or other matters that are required to be reported under Government Auditing Standards. 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the Agency’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 Agency’s internal control and compliance. Accordingly, 
this communication is not suitable for any other purpose. 
 

 
Newport Beach, California 
February 11, 2016 


