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Sacramento Transportation Authority 
 

Management’s Discussion and Analysis 
 
As management of the Sacramento Transportation Authority (Authority), we 
present to the readers of these financial statements this narrative overview and 
analysis of the Authority for the fiscal year ended June 30, 2015.  We encourage 
readers to consider the information presented here in conjunction with additional 
information that we have furnished in our letter of transmittal, which can be found 
on pages i through iii of this report. 
 
Financial Highlights 
 

 Actual Measure A sales tax revenues of $104,885,347 for 2014/15 were 
short of original budgetary projections by $1,075,305, a negative variance 
of .6%, however, actual Measure A revenues for 2014/15 did exceed the 
prior year by 4.42% (using budgetary basis revenues). 

 

 Mitigation Fees for the 2014/15 year exceeded prior year by 30.6% which 
confirms an increase in construction and housing in the current fiscal year. 

 
Overview of the Financial Statements 
This discussion and analysis is intended to serve as an introduction to the 
Authority’s basic financial statements.  The Authority’s basic financial statements 
comprise three components: 1) government-wide financial statements, 2) fund 
financial statements, and 3) notes to the basic financial statements.  This report 
also contains other supplementary information in addition to the basic financial 
statements. 
 
Government-wide Financial Statements.  The government-wide financial 
Statements are designed to provide readers with a broad overview of the 
Authority’s finances, in a manner similar to a private-sector business. 
 
The Statement of Net Position presents information on all of the Authority’s 
assets, deferred outflows of resources, liabilities, and deferred inflows of 
resources, with the net of the four reported as net position.  Over time, increases 
or decreases in net position may serve as a useful indicator of whether the 
financial position of the Authority is improving or deteriorating. 
 
The Statement of Activities presents information showing how the government’s 
net position changed during the most recent fiscal year.  All changes in net 
position are reported as soon as the underlying event giving rise to the change 
occurs, regardless of the timing of related cash flows.  Thus, revenues and 
expenses are reported in this statement for some items that will only result in 
cash flows in future fiscal periods (e.g. earned but unused vacation leave). 
 
The government-wide financial statements include not only the Authority itself, 
but also the Sacramento Abandoned Vehicle Service Authority (SAVSA).  
SAVSA, although legally separate from the Authority, functions for all practical 



 6 

purposes as a department of the Authority and therefore has been included as an 
integral part of the Authority. 
 
The government-wide financial statements can be found on pages 13 - 14 of this 
report. 
 
Fund Financial Statements.  A fund is a grouping of related accounts that is 
used to maintain control over resources that have been segregated for specific 
activities or objectives.  The Authority, like other state and local governments, 
uses fund accounting to ensure and demonstrate compliance with finance-related 
legal requirements.  All of the funds of the Authority can be divided into two 
categories: governmental funds and fiduciary funds. 
 
Governmental funds.  Governmental funds are used to account for essentially 
the same functions reported as governmental activities in the government-wide 
financial statements.  However, unlike the government-wide financial statements, 
governmental fund financial statements focus on near-term inflows and outflows 
of spendable resources, as well as on balances of spendable resources available 
at the end of the fiscal year.  Such information may be useful in evaluating a 
government’s near-term financing requirements. 
 
Because the focus of governmental funds is narrower than that of the 
government-wide financial statements, it is useful to compare the information 
presented for the governmental funds with similar information presented for 
governmental activities in the government-wide financial statements.  By doing 
so, readers may better understand the long-term impact of the government’s 
near-term financing decisions.  Both the governmental fund balance sheet and 
the governmental fund statement of revenues, expenditures, and changes in fund 
balances provide a reconciliation to facilitate this comparison between 
governmental funds and governmental activities. 
 
The Authority maintains three individual governmental funds.  Information is 
presented separately in the governmental fund balance sheet and in the 
governmental fund statement of revenues, expenditures, and changes in fund 
balance for the general fund, a special revenue fund for SAVSA, and a debt 
service fund. 
 
The Authority adopts an annual appropriated budget for its general fund and 
special revenue fund.  Budgetary comparison statements have been provided for 
those funds to demonstrate compliance with the budget. 
 
The basic governmental fund financial statements can be found on pages 15 - 20 
of this report. 
 
Fiduciary funds.  Fiduciary funds are used to account for resources held for the 
benefit of parties outside the government.  Fiduciary funds are not reflected in the 
government-wide financial statements because the resources of those funds are 
not available to support the Authority’s own programs.  The basic fiduciary fund 
financial statement can be found on page 21 of this report. 
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Notes to the Basic Financial Statements.  The notes provide additional 
information that is essential to a full understanding of the data provided in the 
government-wide and fund financial statements.  The notes to the basic financial 
statements can be found on pages 22 - 46 of this report. 
 
Government-wide Financial Analysis 
 
As noted earlier, net position may serve over time as a useful indicator of a 
government’s financial position.  In the case of the Authority, liabilities exceeded 
assets, deferred outflows and deferred inflows of resources by $299,071,068 at 
the close of the 2015 fiscal year. 
 

SUMMARY OF NET POSITION 
Governmental Activities 

  
 

 2015 2014 Variance 
 

Current and other assets $  91,107,664 $ 101,337,734   ($ 10,230,070) 
Deferred outflows          
 of resources      90,916,865      79,483,663   11,433,202 
Total assets and deferred  
 outflows of resources    182,024,529   180,821,397      1,203,132 
Long-term liabilities    472,265,458   461,065,953    11,199,505 

Other liabilities             8,677,206         8,587,394              89,812 
   Total liabilities    480,942,664   469,653,347    11,289,317 
Deferred Inflows    
of resources            (152,933)               -        _       (152,933) 
Net position:    
 Restricted     10,007,690      5,361,840     4,645,850 
 Unrestricted   (309,078,758)  (294,193,790) (  14,884,968) 
    Total net position  ($ 299,071,068)  ($ 288,831,950)   ($ 10,239,118) 
  
The decrease of $10,230,070 in current and other assets in fiscal year 2014/15 is 
a direct result of the bond proceeds which are being spent down for 
reimbursement on capital project claims.  The increase of $11,433,202 in 
deferred outflows of resources reflect an increase of the fair market value of the 
hedging derivatives (long-term interest rates) in fiscal year 2014/15 and the total 
pension contribution expense of $97,366 incurred in FY 2014/15 that will be 
reflected in the subsequent year’s net pension obligation.  In compliance with 
GASB 68 requirements which have been implemented in FY 2014/15, the 
deferred inflows of resources of $152,933 are mostly due to differences in 
earnings on plan investments that are recognized in future periods.  Lastly, the 
variance of $766,295 reflects the restatement of the beginning net position as of 
June 30, 2014 and represents the total net pension liability as required by GASB 
68.  See Note 11 in the Notes to the Financial Statements for additional 
information on the implementation of GASB 68. 
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DETAIL OF DEFICIT NET POSITION 
 
       Authority Recipients Total 
Total assets and 
deferred outflows of 
resources $   182,024,529     $            -  $   182,024,529 

    
Capitalized Assets -        341,094,284       341,094,284 
    
Total Liabilities and              
deferred inflows of    
Resources     481,095,597                 - 481,095,597 

    
Total Net Position  ($ 299,071,068) $    341,094,284        $    42,023,216 

 
 
Since the Authority issues bond debt to fund capital projects for other 
governments, the proceeds from those bonds create a deficit net position for the 
Authority.  In turn, these improvements are shown as capitalized assets on the 
recipient government’s financial statements since they are classified as 
capitalized assets for their purposes.  The total reflects the substance of the 
combined transactions across entities.  The debt and related deficit will be 
funded with future Measure A tax receipts.   
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SUMMARY OF CHANGE IN NET POSITION 

                                              Governmental Activities 
 
    2015      2014      Variance 
Revenues:    
Program revenues:    
   Freeway Service Patrol $ 2,050,573 $ 2,122,523             ($  71,950) 

   Abandoned Vehicle      
    Service Authority 1,220,900 1,172,833 48,067 

   Mitigation Fees 4,624,139 3,540,542 1,083,597 

       Total program revenues 7,895,612 6,835,898 1,059,714 

General Revenues:    

      Sales taxes 105,564,247 100,063,237 5,501,010 

      Interest and investment 
       earnings and other 

 
556,829 

 
430,908 

 
               125,921 

             Total revenues 114,016,688 107,330,043              6,686,645 

Expenses:    

Governmental activities:    

    Measure A (ongoing and  
     set asides) 83,469,764 80,236,470 3,233,294 

    Transportation mitigation 6,676 2,680,549             (2,673,873)            

    Freeway Service Patrol 2,090,267 2,164,149     (73,882) 

    Abandoned Vehicle      
     Service Authority 

 
1,172,574 

 
1,125,637 

 
                 46,937 

    Measure A (construction) 21,211,857 14,507,501           6,704,356 

    Interest on long-term debt 15,538,373 16,196,388              (658,015) 

             Total expenses 123,489,511 116,910,694             6,578,817 

Decrease in net position       (9,472,823) (9,580,651)                107,828 

Net position -  beginning  (288,831,950) (279,251,299) (9,580,651) 

Restatement of beginning net 
position – per GASB 68 (766,295)             - (766,295)                                      

Net position – ending after change  
($299,071,068) 

    
($288,831,950)       ($10,239,118) 

 
The decrease in net position reflects the Measure A construction costs that vests 
in ownership to recipient government entities.  The increasing negative position is 
a direct result of the arrangement that the Authority has with the various 
jurisdictions in which it funds their capital projects with its bond proceeds.  This 
deficit related to the debt will be funded over the long-term through sales tax 
receipts.  Note 10 in the Notes to the Basic Financial Statements on page 45 
provides a more detailed explanation.  Measure A sales tax revenues were 
$5,501,010 more in fiscal year 2014/15 than the prior fiscal year due to the 
continued improvement of the economy, in turn, Measure A (on-going and set 
asides) distributions were $3,233,294 more in fiscal year 2014/15 than fiscal year 
2013/14 because of the higher sales taxes.  Measure A (construction) expenses, 
including Transportation mitigation expenses, were a combined $4,030,483 more 
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than the prior year as the jurisdictions are spending down the bond proceeds 
allocated for project claims more rapidly than in the prior year since the bond 
funds allocated for current capital projects are required to be spent down in a 
three year period after issuance. 
 
 
Financial Analysis of the Government’s Funds 
 
As noted earlier, the Authority uses fund accounting to ensure and demonstrate 
compliance with finance-related legal requirements. 
 
Governmental funds.  The focus of the Authority’s governmental funds is to 
provide information on near-term inflows, outflows, and balances of spendable 
resources.  Such information is useful in assessing the Authority’s financing 
requirements.  In particular, unreserved fund balance may serve as a useful 
measure of a government’s net resources available for spending at the end of the 
fiscal year.   
 
General Fund    At of the end of the current fiscal year, the Authority's general 
fund reported an ending fund balance of $81,582,672, a decrease of 
$10,446,038 in comparison with the prior year.  Although Measure A revenues of 
$105,564,547 exceeded Measure A expenditures of $103,232,886, resulting in 
an increase of $2,331,361, the total debt service expenditures of $16,405,167 
are the primary reason for the total decrease of $10,446,038 from fiscal year 
2013/14 to fiscal year 2014/15. 
 
Special Revenue Fund    At the end of the current fiscal year, the Sacramento 
Abandoned Vehicle Service Authority (SAVSA), which represents the Special 
Revenue Fund, reported an ending fund balance of $121,827, an increase from 
the prior year of $14,372.  This modest increase is primarily due to the vehicle 
registration fee revenue of $1,220,900 exceeding the payment of that revenue to 
the local jurisdictions of $1,172,574 and the transfer out of $33,965 for 
administration. 
 
Debt Service Fund     The ending fund balance on the Debt Service Fund in the 
2014/15 year was $4,230,361, which represents the amount available for the 
debt service on the 2009, 2012, 2014A, and 2015A bond issues.  Measure A 
sales tax revenues are initially wired to the Authority’s trustee (U S Bank), who in 
turn, deducts all required debt service expenditures prior to forwarding the 
remaining balance to the Authority.  The interfund transfers of $16,405,167 
between the General Fund and the Debt Service Fund represent the sales tax 
revenue recorded in the General Fund needed to meet the $16,300,401 of debt 
service expenditures on all the bond issuances.   
  
General Fund Budgetary Highlights 
 
There were no budget amendments during the year.  The intergovernmental 
expenditures were more than anticipated due to increased construction activity 
and timing of projects in the various jurisdictions. A comparison of actual 
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revenues to budget in the 2014/15 year resulted in a negative variance due to a 
slight unanticipated downturn in sales tax revenue in the third and four quarters 
of the fiscal year. 
 
Debt Administration 
 
During the 2009/10 year, the Authority issued $318 million in bonds to accelerate 
New Measure A proceeds to participating jurisdictions for transportation projects 
and to refund the 2006 and 2007 sales tax revenue bonds.   Since the proceeds 
from the 2009/10 issuance had been completely spent down by the 2012 year, 
the Authority issued $53 million in fixed interest rate tax revenue bonds by July 
2012 to continue to expedite Measure A transportation projects.  
 
In the 2014/15 fiscal year, the Authority issued $106,100,000 Sales Tax Revenue 
Refunding Series 2014A Bonds (refund bonds) to refund the outstanding 
$106,100,000 Sales Tax Revenue Series 2009A Bonds (refund bonds).  The 
Authority also issued $106,100,000 Sales Tax Revenue Refunding Series 2015A 
Bonds (refund bonds) to refund the outstanding $106,100,000 Sales Tax 
Revenue Series 2009B Bonds (refund bonds).  Both bond refunds resulted in 
freeing up approximately $17.7 million in reserve funds that were made available 
to reimburse local jurisdictions for capital project claims and reduce ancillary fees 
by 0.7 %.  The Authority elected not to terminate the interest rate swaps. 
    
               June 30, 2015 

    
2009 Series C           $106,100,000 

 
2012 Series             53,355,000 
 
2014A Series A (formerly 2009A Series)                         106,100,000 
2015A Series B (formerly 2009B Series)       106,100,000 
 

   Total Outstanding Bonds      $ 371,655,000 
 
Additional information on the Authority’s long-term debt can be found in Note 8 
on pages 39 - 44 of this report. 
 
Economic Factors and Next Year’s Budget 
 
Although the economic recovery has been quite slow in last few years, the 
housing market has begun to rebound and the unemployment rate in the 2014/15 
year has decreased by 1.3% from the prior year.   Sales tax revenue has 
increased in the last several years, resulting in a 4.75% increase in the 2013/14 
year and an increase of 4.43% in the 2014/15 year.  An increase of 4.5% is 
projected for sales tax revenue in the 2015/16 year (per budgetary basis).  
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Request for Information 
 
This financial report is designed to provide a general overview of the Authority’s 
finances for all those with an interest in the government’s finances.  Questions 
concerning any of the information provided in this report or requests for additional 
information should be addressed to the Sacramento Transportation Authority, 
431 I Street, Suite 106, Sacramento, CA 95814. 
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NOTE 1 - REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The financial statements of the Sacramento Transportation Authority (Authority), which include the 
Authority and the Sacramento Abandoned Vehicle Service Authority (SAVSA), have been 
prepared in conformity with the United States generally accepted accounting principles as applied 
to governmental units.  The Governmental Accounting Standards Board (GASB) is the accepted 
standard setting body for establishing governmental accounting and financial reporting 
requirements.  The more significant of the Authority's accounting policies are described below. 
 
ORGANIZATION 
 
The Authority was established under the Local Transportation and Improvement Act, Public 
Utilities Code Division 19, during the 1988-89 fiscal year.  The voters of Sacramento County (the 
County) passed an ordinance (Measure A) enacted by the Authority imposing a retail transactions 
and use tax (sales tax) increase throughout the County at a maximum rate of one half of one 
percent (1/2 of 1%) for a period of 20 years.  In 2004, the taxpayers approved a 30 year extension 
of the tax beginning in fiscal year 2009 (New Measure A).   
 
SAVSA, a separate legal entity, was established under California Vehicle Code Section 22710, 
during the 1991-92 fiscal year.  The code establishes a $1 vehicle registration fee to be used for 
the abatement of abandoned vehicles for counties electing to impose the fee.  The County Board 
of Supervisors, by a two-thirds vote, and the City Councils of a majority of the cities within the 
County having a majority of the incorporated population, adopted resolutions providing for the 
establishment of SAVSA.   
 
The Authority and SAVSA are governed by a sixteen member Board of Directors made up of five 
members representing the County, five members representing the City of Sacramento, two 
members representing the City of Elk Grove, one member each from the Cities of Folsom, Citrus 
Heights, Rancho Cordova, and one member representing the Cities of Isleton and Galt.  The 
Authority distributes sales tax proceeds to the County of Sacramento, the Cities of Sacramento, 
Folsom, Galt, Isleton, Citrus Heights, Rancho Cordova, and Elk Grove, the Sacramento Regional 
Transit District, Paratransit, Inc., and the Sacramento Metropolitan Air Quality Management 
District according to the Measure A Ordinance.   
 
The distribution of Measure A funds is prescribed in the ballot measure approved by the voters 
with the extension of Measure A.  Per Ordinance No. STA 04-01, revenues are allocated as 
follows:  43% for local streets and roads, 38.25% for Sacramento Regional Transit, 12% for local 
interchange upgrades, safety projects, and congestion relief improvements on the local freeway 
system, including bus and carpool lane projects, 4.5% for senior and disabled transportation 
services, 1.50% for transportation-related air quality programs, and .75% for program 
administration.  The sales tax is complemented by the Sacramento County Transportation 
Mitigation Fee Program.  Fee revenues are also allocated to capital projects. 
 
New Measure A Capital Projects are being funded via debt proceeds based on a Board adopted 
Plan of Finance. 
 
SAVSA distributes the $1 vehicle registration fees collected to the County, and the Cities of 
Sacramento, Galt, Isleton, Folsom, Elk Grove, and Citrus Heights based upon the Sacramento 
Abandoned Vehicle Abatement Plan. 
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NOTE 1 - REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
(Continued) 
 
 
FINANCIAL REPORTING ENTITY 
 
For financial reporting purposes, in conformance with the pronouncements of the Government 
Accounting Standards Board (GASB) and the United States generally accepted accounting 
principles (GAAP), the Authority includes all funds, agencies, boards, commissions and authorities 
that are financially accountable to the Authority’s Governing Board.  Such financial accountability 
is determined on the basis of budget adoption, taxing authority, imposition of will, funding, and 
appointment of governing boards.  Based on these criteria, since the Authority Governing Board is 
also the Governing Board of SAVSA, SAVSA is considered a component unit of the Authority and 
the management of the Authority has operational responsibility for SAVSA.  SAVSA is presented 
using the blending method and is represented in the Authority's Special Revenue Fund. 
Component unit financial statements for SAVSA are not separately issued. 
 
GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS 
 
The government-wide financial statements (i.e., the statement of net position and the statement of 
activities) report information on all of the nonfiduciary activities of the primary government and its 
component units.  For the most part, the effect of the interfund activity has been removed from 
these statements.   
 
The statement of activities demonstrates the degree to which direct expenses of a given function 
or segment is offset by program revenues.  Direct expenses are those that are clearly identifiable 
with a specific function or segment.  Program revenues include grants and contributions that are 
restricted to meeting the operational requirements of a particular function or segment.  Taxes and 
other items not properly included among program revenues are reported instead as general 
revenues. 
 
Separate financial statements are provided for governmental funds and fiduciary funds, even 
though the latter are excluded from the government-wide statements.  Major individual 
governmental funds are reported as separate columns in the fund financial statements. 
 
The government-wide financial statements are reported using the economic resources 
measurement focus and the accrual basis of accounting, as are the fiduciary fund statements.  
Revenues are recorded when earned and expenses are reported when a liability is incurred, 
regardless of the timing of the related cash flows.  Grants and similar items are recognized as 
revenue as soon as all eligibility requirements imposed by the provider have been met. 
 
Governmental fund financial statements are reported using the current financial resources 
measurement focus and the modified accrual basis of accounting.  Under this concept, sources 
and uses of financial resources, including capital outlays, loan proceeds and debt retirement are 
reflected in operations.  Revenues are recognized in the accounting period in which they become 
measurable and available.    
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NOTE 1 - REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
(Continued) 
 
MEASUREMENT FOCUS AND BASIS OF ACCOUNTING 
 
The Authority considers revenues to be available if they are collectible within 60 days of the end of 
the current fiscal year.  All of the Authority’s revenues are considered to be susceptible to accrual 
and have been recognized as revenues of the current fiscal period. Expenditures are recorded 
when a liability has been incurred, as under accrual accounting.   
 
The Authority reports the following major governmental funds: 
 
General Fund - The General Fund is the general operating fund of the Authority.  It is used to 
account for all financial resources except those required or designated by the Board to be 
accounted for in another fund. 
 
Special Revenue Fund – The Authority has one Special Revenue Fund.  The Special Revenue 
Fund is the operating fund of SAVSA.  It is used to account for all the financial resources of 
SAVSA.   
 
Debt Service Fund – The fund accounts for the debt service associated with the 2009, 2012, 
2014A, and 2015A bond issues. 
 
Additionally, the Authority reports the following fund types: 
 
Fiduciary Funds:  
Measure A Agency Funds - These funds are used to account for assets held by the Authority as 
an agent for other organizations and governmental units. 
 
The Authority holds the construction allocations for the Cities of Rancho Cordova, Galt, Isleton, 
Citrus Heights, Elk Grove, and Sacramento, the Sacramento Regional Transit District,  and the 
County of Sacramento.  The monies are disbursed to each entity when the entity requests 
reimbursement of expenditures made on projects authorized by the Authority.  The amount of 
unexpended “Original” Measure A revenue along with the allocated interest is recorded in the 
Measure A Agency Funds.   
 
In addition, two fiduciary funds were approved by the Board in the 2009-10 year as future set 
asides from Measure A sales tax revenue.  The Neighborhood Shuttle set aside will promote the 
development or expansion of shuttle routes in residential and commercial areas that have 
infrequent or no transit service.  The Consolidated Transportation Services Agency (CTSA) set 
aside will be used to support the provision of Elderly and Handicapped Transportation (EHT) 
services in the urbanized portion of Sacramento County.  The CTSA set aside funds will remain 
unspent until 2030. 
 
Fiduciary funds are not reflected in the government-wide financial statements because the 
resources of those funds are not available to support the Authority’s own programs, and therefore, 
the agency funds have no measurement focus. 
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NOTE 1 - REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
(Continued) 
 
 
BUDGETARY PRINCIPLES  
 
As required by the laws of the Public Utilities Code of the State of California, the Authority 
prepares and legally adopts a final operating budget each fiscal year.  Operating budgets are 
adopted for the Governmental Fund Types on the modified accrual basis of accounting, except 
that the budget for the General Fund does not include accrued sales tax and the budget for the 
Special Revenue Fund does not include accrued vehicle registration fees.  Budgetary control and 
the legal level of control are at the program level which classifies expenditures by program; i.e., 
administration, and freeway service patrol.  Significant amendments, appropriation transfers 
between programs and transfers from contingencies must be approved by the Authority's 
Governing Board.  Supplemental appropriations financed by unanticipated revenues also must be 
approved by the Board. During any fiscal year certain budget amendments may be approved by 
the Governing Board.   
 
The Authority is subject to an annual appropriations limit, Article XIIIB of the State Constitution.  
Under the terms of the Article, the State and each of its local government units may appropriate 
no more than it appropriated the year before being adjusted for changes in the cost of living and 
population.  The limitation applies to appropriations of specified "proceeds of taxes" revenue and 
may be changed in certain circumstances or by a vote of the electorate.  The Authority's budget is 
in compliance with the provisions of Article XIIIB. 
 
CASH AND INVESTMENTS 
 
The Authority's cash, except for small amounts on hand and an imprest checking account, is 
deposited in the pooled account of the County of Sacramento and in the State of California’s Local 
Agency Investment Fund.  Cash surpluses in these accounts are invested and investment 
earnings are allocated to the Authority's funds on the basis of average daily cash balances.  All 
investments are reported at fair value with changes in fair value reported in the statement of 
revenues, expenditures, and changes in fund balance.  Bond proceeds are deposited with 
California Asset Management Program (CAMP). 

RESTRICTED ASSETS 

Certain proceeds from long-term debt are classified as restricted assets on the balance sheet 
because their use is limited by applicable bond covenants.  Restricted cash includes the reserve 
account used to report resources set aside to make up potential future deficiencies in the bond’s 
debt service.  Restricted cash also includes unspent bond proceeds used to fund projects. 
 
CAPITAL ASSETS 
 
Capital assets for governmental fund types are not capitalized in the funds used to acquire or 
construct them.  Capital acquisitions are reflected as expenditures in the governmental fund, and 
the related assets are reported in the government-wide financial statements. It is the Authority’s 
policy to capitalize furniture and equipment exceeding $5,000.  The Authority has no capital 
assets that exceed the capitalization threshold.  
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NOTE 1 - REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES (Continued) 
 
COMPENSATED ABSENCES 
 
The Authority compensates employees upon termination for unused vacation pay, up to a 
maximum of 400 hours.  Accumulated sick leave is not paid upon termination.   
 
All vacation pay is accrued when incurred in the government-wide financial statements.  A liability 
for these amounts is recorded in the government funds only if they have matured, for example, as 
a result of employee resignations and retirements.  The General Fund is used to liquidate 
compensated absences. 
 
LONG-TERM DEBT 
 
In the government-wide financial statements, long-term debt is recorded as a liability in the 
applicable governmental activities statement of net position. Bond premiums and discounts are 
deferred and amortized over the life of the bonds using the effective interest method.  Bonds 
payable are reported net of applicable bond premiums or discounts.  Bond issuance costs are 
recognized as an expense in the period incurred.  
 
In the fund financial statements, governmental fund types recognize bond premiums and 
discounts incurred during the current period.  The face amount of the debt issued is reported as 
other financing sources.  Premiums received on debt issuances are reported as other financing 
sources while discounts on debt issuances are reported as other financing uses.  Issuance costs, 
even if withheld from the actual net proceeds received, are reported as debt service expenditures. 
 
INTERFUND TRANSACTIONS 
 
Transactions between funds during the year consisted of operating transfers between the general 
fund and the special revenue and debt service funds.   
 
 
FUND BALANCE CLASSIFICATION 
 
 
The governmental fund financial statements present fund balances based on classifications that 
comprise a hierarchy that is based primarily on the extent to which the Authority is bound to honor 
constraints on the specific purposes for which amounts in the respective governmental funds can 
be spent.   
 
FUND BALANCE CLASSIFICATION (Continued) 
 
The classifications used in the governmental fund financial statements are as follows: 
 

 Nonspendable:  This classification includes amounts that cannot be spent because they 
are either (a) not in spendable form or (b) are legally or contractually required to be maintained 
intact. 
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NOTE 1 - REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
(Continued)  
 
 
 

 Restricted:  This classification includes amounts for which constraints have been placed 
on the use of the resources either (a) externally imposed by creditors (such as through a debt 
covenant), grantors, contributors, or laws or regulations of other governments, or (b) imposed 
by law through constitutional provisions or enabling legislation.  The Authority has classified 
funds for New Measure A projects , transportation mitigation, and other transportation projects 
as being restricted because their use is restricted by local ordinance for transportation-related 
expenditures.  Debt service resources are to be used for future servicing of the bonds and are 
therefore restricted by debt covenants.  The Authority has assigned funds for the Abandoned 
Vehicles program that are to be used for the operating expenditures of the various 
jurisdictions. 

 

 Committed:  This classification includes amounts that can be used only for specific 
purposes pursuant to constraints imposed by formal action of the Authority’s Board.  These 
amounts cannot be used for any other purpose unless the Authority’s Board removes or 
changes the specified use by taking the same type of action that was employed when the 
funds were initially committed.  The Authority had no fund balances subject to committed 
constraints as of June 30, 2015. 

 

 Assigned:  This classification includes amounts constrained by the Authority’s intent to be 
used for a specific purpose, but are neither restricted nor committed.  Intent is expressed by 
the Board or management and may be changed at the discretion of the Board or 
management.  The Authority had no fund balances subject to committed constraints as of 
June 30, 2015. 

 

 Unassigned:  This classification includes any residual fund balance for the General Fund 
which includes unassigned funds remaining for the use of general administrative expenditures 
of the Authority. 

 
The Authority would typically use restricted fund balances first, followed by committed resources, 
and then assigned resources, as appropriate opportunities arise, but reserves the right to 
selectively spend unassigned resources first to defer the use of these other classified funds. 
 
INSURANCE 
 
The Authority’s employees are covered by commercial worker’s compensation insurance.  In 
addition, the Authority purchases commercial insurance for general liability claims.   At June 30, 
2015, there were no claims outstanding.  There were no reductions in coverage during the year.  
The amount of settlements did not exceed insurance coverage for each of the past three fiscal 
years. 
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NOTE 2 - CASH AND INVESTMENTS (Continued)  

 
The Authority’s cash and investments are carried at fair value and are included within the County 
of Sacramento Treasury Pool (County Pool) and the State of California’s Local Agency 
Investment Fund (LAIF).  Restricted cash is restricted for the repayment of principal and interest 
on the related outstanding debt and New Measure A projects that are advanced from the 
outstanding debt issue.  Restricted cash is invested in the California Asset Management Program 
(CAMP) and money market mutual funds.  The fair value of the position in the County Pool is 
100% of the pool shares, the fair value of the position in  LAIF is 100% of the pool shares, and the 
fair value of the position in CAMP is 100% of the pool shares. 
 
Cash and investments as of June 30, 2015 are classified in the accompanying financial 
statements as follows: 
 

 
 

 
As of June 30, 2015, the Authority’s cash and investments consisted of the following: 

 

 
 

 

  

Governmental activities: 
Cash and investments 25,547,935 $        
Restricted cash and investments 45,444,311           

Agency funds: 
Cash and investments 31,181,534           

Total cash and investments 102,173,780 $      

Cash on hand 1,000 $                 
Deposits with financial institutions 24,924                  

Total cash and deposits 25,924                  

County Pool 38,003,545        
LAIF 18,700,000           
Money market mutual fund             4,384,085             
CAMP 41,060,226           

Total investments 102,147,856       

Total cash and investments 102,173,780 $      
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NOTE 2 - CASH AND INVESTMENTS (Continued)  

 
The Authority did not directly or indirectly enter into any derivative investments related to its cash 
and investments. The Authority's total investment in LAIF at June 30, 2015 is $18,700,000.  The 
total amount invested by all public agencies in LAIF at June 30, 2015, was $69,606,487,716 which 
is managed by the Treasurer for the State of California. Of that amount, 2.08% is invested in 
asset-backed securities and structured financial instruments.  The Local Investment Advisory 
Board (LIAB) has oversight responsibility for LAIF.  The LIAB consists of five members as 
designed by state statute. The County Pool and CAMP are 100% invested in non-derivative 
financial products.  The government security fund that is held by the trustee is not rated. 

 

Investment in CAMP: CAMP was created under the provisions of the California Joint Exercise of 
Powers Act to provide professional investment management services and allows the participants 
to combine the use of a money market portfolio with an individually managed portfolio.  CAMP is 
governed by a board of seven trustees, all of whom are officials or employees of public agencies.  
The money market portfolio offers daily liquidity and is rated AAAm by Standard and Poor.  To 
maintain the AAAm rating, the portfolio’s weighted average maturity may not exceed 70 days.   
 

Investment policy:  California statutes authorize public agencies to invest idle or surplus funds in 
a variety of credit instruments as provided for in the California Government Code, Section 
53600, and Chapter 4 - Financial Affairs.  The table below identifies the investment types that 
are authorized for the Authority by the California Government Code (or the Authority’s 
investment policy, where more restrictive) that address interest rate risk, credit risk, and   
concentration of credit risk. This table does not address investments of debt proceeds held by  
the bond trustee that are governed by the provisions of debt agreements of the Authority   rather 
than the general provisions of the California Government Code or the Authority’s investment 
policy.  During the year ended June 30, 2015, the Authority’s permissible investments included 
the following instruments:  

                                                                                                 Maximum % or 
                     Authorized            Maximum      Amount of the 
                   Investment Type        Maturity            Portfolio   
 
US Treasury Bonds/Notes/Bills   5 years 100% 
Bonds issued by local agencies   5 years 80% 
Registered State Warrants and Municipal Notes 5 years 80% 
Bankers Acceptances 180 days 40% 
Commercial Paper 270 days 40% 
Negotiable Certificate of Deposit 180 days 30% 
CRA Bank Deposit/Certificate of Deposit 1 year 30% 
Repurchase Agreements 1 year 30% 
Reverse Repurchase Agreement 92 days 20% 
Medium Term Corporate Notes 180 days 30% 
Shares of Money Market Mutual Fund 90 days 20% 
Collateralized Mortgage Obligations 180 days 20% 
California Asset Management Program (CAMP) none none 
County Pool none none 
LAIF none none 
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NOTE 2 - CASH AND INVESTMENTS (Continued) 

 
Investments Authorized by Debt Agreements: Investment of debt proceeds held by the bond 
trustees are governed by the provisions of the debt agreements, rather than the general 
provisions of the California Government Code or the Authority’s investment policy.  The 2009, 
2012, 2014A and 2015A Sales Tax Revenue Bonds debt agreements contain certain provisions 
that address interest rate risk and credit risk, but not concentration of credit risk. 
 

                                                
Authorized              

Investment Type 

             
Maximum 
Security 

Maximum 
Percentage of 

Portfolio 

Maximum 
Investment In 

One Issuer 
    
Local Agency Bonds or Obligations None None None 
U.S. Treasury Obligations None None None 
U.S. Agency Securities None None None 
Bankers Acceptances 1 year None None 
Commercial Paper 270 days None None 
Money Market Fund None None None 
Certificates of Deposit None None None 
Investment Agreements None None None 
Repurchase Agreements None None None 
Mutual Funds N/A None None 
LAIF N/A None None 

 
Interest rate risk: Interest rate risk is the risk that changes in market interest rates will adversely 
affect the fair value of an investment.  Generally, the longer the maturity of an investment, the 
greater the sensitivity of its fair value to changes in market interest rates.   As of June 30, 2015, 
the weighted average maturity of the investments contained in LAIF, the County Pool, CAMP, 
and mutual money market funds is approximately 239, 262, 32, and 41 days, respectively.   
 
Credit Risk: Generally, credit risk is the risk that an issuer of an investment will not fulfill its 
obligation to the holder of the investment.  This is measured by the assignment of a rating by a 
nationally recognized statistical rating organization.  Neither LAIF nor the County Pool has a 
rating provided by a nationally recognized statistical rating organization.  The MMMF is rated 
AAAm by Standard and Poor. 
   
Custodial credit risk: Custodial credit risk for deposits is the risk that, in the event of the failure of 
a depository financial institution, a government will not be able to recover its deposits or will not 
be able to recover collateral securities that are in the possession of an outside party.  The 
California Government Code and the Authority’s investment policy do not contain legal or policy 
requirements that would limit the exposure to custodial credit risk for deposits, other than the 
following provision for deposits: The California Government Code requires that a financial 
institution secure deposits made by state or local governmental units by pledging securities in 
an undivided collateral pool held by a depository regulated under state law (unless so waived by 
the governmental unit).  The market value of the pledged securities in the collateral pool must 
equal at least 110% of the total amount deposited by the public agencies.  California law also 
allows financial institutions to secure public agency deposits by pledging first trust deed  
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NOTE 2 – CASH AND INVESTMENTS (Continued) 
 

mortgage notes having a value of 150% of the secured public deposits.  The Authority’s 
deposits were covered by federal depository insurance at June 30, 2015. 

 
NOTE 3 - RECONCILIATION OF THE MODIFIED ACCRUAL BASIS TO BUDGETARY BASIS 
OF ACCOUNTING 
 
The reconciliation of General Fund excess of revenues over expenditures to the budgetary basis 
of accounting is as follows: 

 
Modified Accrual 

Basis 

Reversal of 
Prior Year  

Accrual 

Current Year     
Accrual 

Budgetary          
Basis 

Revenues   $   112,795,711 $16,639,700 ($17,318,600)   $ 112,116,811 

Expenditures       106,870,547              -                -      106,870,547 

Excess of revenues over 
expenditures   $      5,925,164   $16,639,700    ($17,318,600)    $   5,246,264      

 
The reconciliation of SAVSA Fund excess of revenues over expenditures to the budgetary basis 
of accounting is as follows: 

 
Modified Accrual 

Basis 

Reversal of    
Prior Year      

Accrual 

 

Current Year        
Accrual 

Budgetary         
Basis 

Revenues $    1,220,911 $312,674 ($327,000) $ 1,206,585 

Expenditures       1,172,574 - -    1,172,574 

Excess of revenues over 
expenditures  $        48,337 $312,674   ($327,000) $      34,011 

 
NOTE 4 - PENSION PLAN  
 

A. General Information about the Pension Plans 
 
Plan Descriptions 
 
All qualified permanent and probationary employees are eligible to participate in the Authority’s 
cost-sharing multiple employer defined benefit pension plans administered by the California 
Public Employees’ Retirement System (CalPERS).   The Authority has the following cost-
sharing Plans: 
 

 Miscellaneous Plan  

 PEPRA Miscellaneous Plan - Inactive 
 



 
 
 
 

SACRAMENTO TRANSPORTATION AUTHORITY 
NOTES TO THE BASIC FINANCIAL STATEMENTS 

JUNE 30, 2015 
 

32 
 

   

 
NOTE 4 – PENSION PLAN (continued) 
 
Benefit provisions under the Plans are established by State statute and Board resolution. 
CalPERS issues publicly available reports that include a full description of the pension plans 
regarding benefit provisions, assumptions and membership information that can be found on the 
CalPERS website at www.calpers.ca.gov. 
 
Benefits Provided 
 
CalPERS provides service retirement and disability benefits, annual cost of living adjustments 
and death benefits to plan members, who must be public employees and beneficiaries. Benefits 
are based on years of credited service, equal to one year of full time employment. Members 
with five years of total service are eligible to retire at age 50 (52 for PEPRA Miscellaneous Plan) 
with statutorily reduced benefits. All members are eligible for non-duty disability benefits after 10 
years of service. The death benefit is one of the following: the 1959 Survivor Benefit level 4, or 
the Optional Settlement 2W Death Benefit. The cost of living adjustments for each plan are 
applied as specified by the Public Employees’ Retirement Law. 
 
The Plans’ provisions and benefits in effect at June 30, 2015, are summarized as follows: 
 

   
PEPRA 

 
Miscellaneous 

 
Miscellaneous 

 
Prior to 

 
On or after 

Hire date 
January 1, 

2013 
 

January 1, 
2013 

    Benefit formula (at full retirement) 2.5% @ 55 
 

2.0% @ 62 

Benefit vesting schedule 5 years service 
 

5 years service 

Benefit payments monthly for life 
 

monthly for life 

Retirement age 50 - 55 
 

52 - 67 
Monthly benefits, as a % of eligible 
compensation 2.0% to 2.5% 

 
1.0% to 2.5% 

Required employee contribution rates 8.00% 
 

6.25% 

Required employer contribution rates 9.067% 
 

6.25% 
 
 
The Miscellaneous Plan is closed to new members that are not already CalPERS participants 

 
Contributions 
 
Section 20814(c) of the California Public Employees’ Retirement Law requires that the employer 
contribution rates for all public employers be determined on an annual basis by the actuary and 
shall be effective on the July 1 following notice of a change in the rate. Funding contributions for 
the Plans are determined annually on an actuarial basis as of June 30 by CalPERS. The 
actuarially determined rate is the estimated amount necessary to finance the costs of benefits 
earned by employees during the year, with an additional amount to finance any unfunded  
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NOTE 4 – PENSION PLAN (continued) 
 

accrued liability. The Authority is required to contribute the difference between the actuarially 
determined rate and the contribution rate of employees. 

 

For the year ended June 30, 2015, the contributions recognized as part of pension expense for 
the Miscellaneous Plan were as follows: 

  

      
Miscellaneous 

   Contributions - employer 
 

 $      68,932  

Contributions – employee  
 

         28,434  
          (made by Authority) 
 
B. Pension Liabilities, Pension Expenses and Deferred Outflows/Inflows of Resources 

Related to Pensions 
 

As of June 30, 2015, the Authority reported a net pension liability for its proportionate share of 
the net pension liability of the Miscellaneous Plan as follows: 
 

  
Proportionate Share 

  
of Net Pension Liability 

   Miscellaneous Plan 
 

     $                 608,865  

   Total Net Pension Liability 
 

     $                 608,865  

    
The Authority’s net pension liability for the Plan is measured as the proportionate share of the 
net pension liability. The net pension liability of  the Plan is measured as of June 30, 2014, and 
the total pension liability for the Plan used to calculate the net pension liability was determined 
by an actuarial valuation as of June 30, 2013 rolled forward to June 30, 2014 using standard 
update procedures. The Authority’s proportion of the net pension liability was based on a 
projection of the Authority’s long-term share of contributions to the pension plans relative to the 
projected contributions of all participating employers, actuarially determined. The Authority’s 
proportionate share of the net pension liability for the Miscellaneous Plan as of June 30, 2013 
and 2014 was as follows: 
 

                           
 

Miscellaneous 

   Proportion - June 30, 2013 
 

       0.02% 

Proportion - June 30, 2014 
 

       0.02% 

Change - Increase (Decrease) 
 

       0.00% 
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NOTE 4 – PENSION PLAN (continued) 
 

For the year ended June 30, 2015, the Authority had a reduction in pension expense of 
$101,863 for all Plans combined. At June 30, 2015, the Council reported deferred outflows of 
resources and deferred inflows of resources related to all Plans combined from the following 
sources: 

 

  

Deferred 
Outflows 

 

Deferred 
Inflows 

  
of Resources 

 
of Resources 

     Pension contributions subsequent to measurement date 
 

$      97,366  
  Change in employer's proportion and differences between        

   the employer’s contribution and the employer’s 
   proportionate share of contributions 

   
$         (527) 

Net differences between projected and actual earnings 
      on plan investments 
 

   
 

    (152,406) 

     Total 
 

 $     97,366  
 

$  (152,933) 

      
 
The $97,366 reported as deferred outflow of resources related to contributions subsequent to 
the measurement date will be recognized as a reduction of the net pension liability in the year 
ended June 30, 2016. Other amounts reported as deferred inflows of resources relate to 
pensions and will be recognized as pension expense as follows: 
 

 

Year Ended 
  June 30 
  

         2016  $     (38,290) 

2017 
 

       (38,290)  

2018 
 

       (38,253)  

2019 
 

       (38,100)  

  
 $  (152,933)  

    

  



 
 
 
 

SACRAMENTO TRANSPORTATION AUTHORITY 
NOTES TO THE BASIC FINANCIAL STATEMENTS 

JUNE 30, 2015 
 

35 
 

   

 
NOTE 4 – PENSION PLAN (continued) 
 
Actuarial Assumptions 
 
The total pension liabilities in the June 30, 2013 actuarial valuations for each of the Plans were 
determined using the following actuarial assumptions: 
 

Valuation Date 
 

June 30, 2013 

Measurement Date 
 

June 30, 2014 
Actuarial Cost Method 

 

Entry-Age Normal 
Cost Method 

Actuarial Assumptions: 
  Discount Rate 
 

7.5% 

Inflation 
 

2.75% 

Payroll Growth 
 

3.0% 

Projected Salary Increase 
 

  3.3% - 14.2% (1)  

Investment Rate of Return 
 

7.5% (2) 

Mortality                                                          
 

              Derived using  

  CalPERS Membership       

                   data for all funds    

   (1) Depending on age and service 

(2) Net of pension plan investment expenses, including inflation 
 

The underlying mortality assumptions and all other actuarial assumptions used in the June 30, 
2013 valuation were based on the results of a January 2014 actuarial experience study for the 
period 1997 to 2011. Further details of the Experience Study can found on the CalPERS 
website. 
 
Discount Rate 
 
The discount rate used to measure the total pension liability was 7.50% for each Plan. To 
determine whether the municipal bond rate should be used in the calculation of a discount rate 
for each plan, CalPERS stress tested plans that would most likely result in a discount rate that 
would be different from the actuarially assumed discount rate. Based on the testing, none of the 
tested plans run out of assets. Therefore, the current 7.50 percent discount rate is adequate 
and the use of the municipal bond rate calculation is not necessary. The long term expected 
discount rate of 7.50 percent will be applied to all plans in the Public Employees Retirement 
Fund (PERF). The stress test results are presented in a detailed report that can be obtained 
from the CalPERS website. 
 
According to Paragraph 30 of Statement 68, the long-term discount rate should be determined 
without reduction for pension plan administrative expense. The 7.50 percent investment return 
assumption used in this accounting valuation is net of administrative expenses. Administrative 
expenses are assumed to be 15 basis points. An investment return excluding administrative 
expenses would have been 7.65 percent. 
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NOTE 4 – PENSION PLAN (continued) 
 
 
Using this lower discount rate has resulted in a slightly higher Total Pension Liability and Net 
Pension Liability. CalPERS checked the materiality threshold for the difference in calculation 
and did not find it to be a material difference. 
 
 
CalPERS is scheduled to review all actuarial assumptions as part of its regular Asset Liability 
Management (ALM) review cycle that is scheduled to be completed in February 2018. Any 
changes to the discount rate will require Board action and proper stakeholder outreach. For 
these reasons, CalPERS expects to continue using a discount rate net of administrative 
expenses for GASB 67 and 68 calculations through at least the 2017-18 fiscal year. CalPERS 
will continue to check the materiality of the difference in calculation until such time as they have 
changed their methodology. 
 
 
The long-term expected rate of return on pension plan investments was determined using a 
building-block method in which best-estimate ranges of expected future real rates of return 
(expected returns, net of pension plan investment expense and inflation) are developed for 
each major asset class. 
 
 
In determining the long-term expected rate of return, CalPERS took into account both short-term 
and long-term market return expectations as well as the expected pension fund cash flows. 
Using historical returns of all the funds’ asset classes, expected compound returns were 
calculated over the short-term (first 10 years) and the long-term (11-60 years) using a building-
block approach. Using the expected nominal returns for both short-term and long-term, the 
present value of benefits was calculated for each fund. The expected rate of return was set by 
calculating the single equivalent expected return that arrived at the same present value of 
benefits for cash flows as the one calculated using both short-term and long-term returns. The 
expected rate of return was then set equivalent to the single equivalent rate calculated above 
and rounded down to the nearest one quarter of one percent. 
 
 
The table below reflects the long-term expected real rate of return by asset class for the Plan. 
The rate of return was calculated using the capital market assumptions applied to determine the 
discount rate and asset allocation. These rates of return are net of administrative expenses. 
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NOTE 4 – PENSION PLAN (continued) 
 

  
New 

    

  
Strategic 

 
Real Return 

 
Real Return 

Asset Class 
 

Allocation 
 

Years 1 - 
10(a) 

 
Years 11+(b) 

       Global Equity 
 

47.0% 
 

5.25% 
 

5.71% 
Global Fixed Income 

 
19.0% 

 
0.99% 

 
2.43% 

Inflation Sensitive 
 

6.0% 
 

0.45% 
 

3.36% 

Private Equity 
 

12.0% 
 

6.83% 
 

6.95% 

Real Estate 
 

11.0% 
 

4.50% 
 

5.13% 
Infrastructure and 
Forestland 

 
3.0% 

 
4.50% 

 
5.09% 

Liquidity 
 

2.00% 
 

        (0.55)% 
 

(1.05)% 

       Total 
 

100.0% 
    

       (a)  An expected inflation of 2.5% used for this period. 
  (b)  An expected inflation of 3.0% used for this period. 
   

 
Sensitivity of the Proportionate Share of the Net Pension Liability to Changes in the 
Discount Rate 
 
The following presents the Authority’s proportionate share of the net pension liability for the 
Miscellaneous Plan, calculated using the discount rate for the Plan, as well as what the 
Authority’s proportionate share of the net pension liability would be if it were calculated using a 
discount rate that is 1-percentage point lower or 1-percentage point higher than the current rate: 
 

  
Miscellaneous 

   1% Decrease 
 

6.50% 

Net Pension Liability 
 

 $   983,992  

   Current Discount Rate 
 

7.50% 

Net Pension Liability 
 

 $   608,865  

   1% Increase 
 

8.50% 

Net Pension Liability 
 

 $   297,546  
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NOTE 4 – PENSION PLAN (continued 
 
Pension Plan Fiduciary Net Position 
 
Detailed information about each pension plan’s fiduciary net position is available in the 
separately issued CalPERS financial reports. 
 
C. Payable to the Pension Plan 
 
At June 30, 2015, the Authority did not have a payable for the outstanding amounts of 
contributions to the pension plan required for the year ended June 30, 2015. 
 
NOTE 5 – DEFERRED COMPENSATION PLAN 
 
The Authority offers its regular employees a deferred compensation plan under the provisions of 
Internal Revenue Code (IRC) Section 457.  The plan permits these employees to defer a portion 
of their salary until future years.  The deferred compensation is not available to employees until 
termination, retirement, death or an unforeseeable emergency.  
 
The Authority has established a separate independent trust which is administered outside the 
Authority to hold the assets and earnings of its deferred compensation plans for the exclusive 
benefit of the participants that are not included in the Authority’s financial statements. 
 
NOTE 6 - OPERATING LEASES  
 
The Authority leases certain premises under operating leases through September 30, 2017, at 
which time the lease expires.  An option to extend the lease for two consecutive five-year options 
is available upon six months prior notice.  The rental rate for each renewal period would be at the 
current market rate.  Rental expense for the year ended June 30, 2015 was $52,285. 
 
Future minimum lease payments under operating leases as of June 30, 2015 are as follows: 
 

Fiscal Year Ending June 30          Amount 
  
          2016    $      58,347 
          2017            59,646 
          Thereafter                    14,939 
  

                                          Total              $    132,932 
     
 
 
NOTE 7 – INTERFUND TRANSACTIONS 
 
Interfund transfers are used to (1) reimburse the General Fund for services to and payments on 
behalf of the Special Revenue Fund in the amount of $33,965, and (2) repay interest per the 
debt agreement in the amount of $16,405,167. 
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NOTE 8 – LONG-TERM LIABILITIES  
 
The activity of the Authority’s long-term liabilities during the year ended June 30, 2015 are as   
follows: 

  Restated       

  
Balance 

     
  Balance 

  
July 1, 2014 

 
Additions 

 
Reductions 

 
  June 30, 2015 

Series 2009A Bonds         
          
$106,100,000  

 
 $                    -  

 
$ 106,100,000        $                   - 

Series 2009B Bonds 
 

  106,100,000  
   

106,100,000 
 

                    - 

Series 2009C Bonds 
 

  106,100,000  
 

  
 

  
 

    106,100,000 

         2009 Series Bonds 
 

   318,300,000  
 

                       - 
 

  212,200,000 
 

     106,100,000  

         Fair Value (Loss) of 
             Interest Rate Swap 
 

     79,483,663  
 

      90,819,499  
 

    79,483,663 
 

       90,819,499  
(2009 Series Bonds) 

        

         2012 Series Bonds 
 

  53,355,000 
     

       53,355,000  

         Unamortized  Bond 
Premium 

 
       9,878,926  

   
         755,077 

 
         9,123,849  

(2012 Series Bonds) 
 
Series 2014A Bonds 

 
                     - 

 
    106,100,000 

 
- 

 
106,100,000 

Series 2015A Bonds                       -      106,100,000  -  106,100,000 

Pension liability – per                                          
GASB 68     766,295  -       157,430                     608,865 
         
Compensated 
absences 

 
            48,364  

 
             29,989 

 
           20,108 

 
             58,245  

         
Total Long-term 
liabilities  $ 461,832,248    $ 303,049,488   $ 292,616,278      472,265,458     

         
   Amount Due Within  
     One Year                     (9,880) 

         

   Amount Due in More         

      Than One Year        $  472,255,578 

         Compensated absences are classified as long-term since employees normally take vacation 
benefits as they are earned.   However, based on actual vacation taken in fiscal year 2014/15, it 
is estimated that approximately $9,880 may be expended during the fiscal year 2015/16. 
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NOTE 8 – LONG-TERM LIABILITIES (Continued) 
 
In 2009, the Authority issued Measure A Sales Tax Revenue Bonds (Limited Tax Bonds) in the 
amount of $318,300,000 of which $182,320,000 of the proceeds were used to refund the 2007 
and 2008 Bonds and the remaining balance will allow the Authority to expedite additional 
transportation projects under "New Measure A." The variable interest rates of the Bonds are 
fixed through an interest-rate swap. The fixed interest rates range from 3.666% to 3.736%.  
Principal payments range from $22,300,000 which begins in the year 2029 to $35,400,000 at 
maturity in the year 2039.   No amounts are due within one year. Once the 2009 bond proceeds  
were completely spent down in 2012, the Authority again issued Measure A Sales Tax Revenue    
Bonds (Limited Tax Bonds) in the amount of $53,355,000 at a fixed interest rate of 2.480997% 
in July 2012.  Interest payments occur semiannually and principal payments do not occur until 
fiscal year 2017 which will range from $3,450,000 in fiscal year 2017 to $5,720,000 at maturity 
in 2027.  This bond issuance enabled the Authority to continue to expedite current “New 
Measure A” capital transportation projects.  The 2012 bond issuance agreement did not include 
an interest rate swap as in the case of the 2009 bond issuance and no amounts are due within 
one year.  
 
In the 2014/15 fiscal year, the Authority issued $106,100,000 Sales Tax Revenue Refunding 
Series 2014A Bonds (refund bonds) to refund the outstanding $106,100,000 Sales Tax 
Revenue Series 2009A Bonds (refund bonds).  The Authority also issued $106,100,000 Sales 
Tax Revenue Refunding Series 2015A Bonds (refund bonds) to refund the outstanding 
$106,100,000 Sales Tax Revenue Series 2009B Bonds (refund bonds) at the same rate.  The 
refunding of both bond series resulted in reducing the total ancillary fees by 0.7% in addition to 
freeing up approximately $17.7 million in reserve funds that are now available to reimburse local 
jurisdictions for capital project claims.   The Authority elected not to terminate the interest rate 
swaps.  The variable interest rates on 2014A Series and the 2015A Series bonds are 3.736% 
and 3.666%, respectively and the principal payments range from $14,800,000 which begins in 
the year 2029 to $23,600,000 at maturity in 2039 which are the same terms as the refunded 
2009A Series and 2009B Series bonds. 
 
Long-term debt consists of the following at:                                                       June 30, 2015 
 
 
2009 Series C Bonds:   In October 2009, the Authority issued variable rate Sales 
Tax Revenue Bonds in the amount of $106,100,000.  The Notes will be used to 
finance the cost of certain transportation projects approved by the voters in 2004.  
In the floating-to-fixed rate swap, the Authority pays a fixed interest rate of 3.736% 
to Bank of America N A, and in turn, receives a variable interest rate based on 67 
percent of the one month London Interbank Offered Rate (LIBOR) which is reset 
on a weekly basis.  In addition, the Authority pays ancillary fees consisting of 
liquidity facility fees at a rate of 0.34% and remarketing fees of .10%.  Under the 
Indenture Agreement between the Authority and the Trustee (U S Bank), the 
Authority pledges future sales tax revenue as repayment for the 2009 bonds. The 
bonds mature on October 1, 2038. 
 

   
$106,100,000 
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NOTE 8 – LONG-TERM LIABILITIES (Continued) 
 

2012 Series Bonds:   In July 2012, the Authority issued fixed rate Sales Tax 
Bonds in the amount of $53,355,000.  The bond proceeds will be used to finance 
the cost of certain transportation projects approved by the voters in 2004.  Interest 
payments are due semi-annually on April 1 and October 1, beginning in October 
2012.  The average coupon interest rate is 2.480997%.  Principal payments on 
the 2012 Series Bonds will begin in 2016 at $3,450,000 to $5,720,000 at maturity 
in 2027.  The Authority pledges future sales tax revenue as repayment for the 
2012 Series Bonds. 

                                                                                                                            $ 53,355,000                        

2014A Series A Bonds:   In September 2014, the Authority issued variable rate 
Sales Tax Revenue Bonds in the amount of $106,100,000 to refund the 
outstanding $106,100,000 Sales Tax Revenue Series 2009A bonds (refund 
bonds).  The Notes will be used to finance the cost of certain transportation 
projects approved by the voters in 2004.  In the floating-to-fixed rate swap, the 
Authority pays a fixed interest rate of 3.736% to Goldman Sachs Capital Markets, 
and in turn, receives a variable interest rate based on 67 percent of the one month 
London Interbank Offered Rate (LIBOR) which is reset on a weekly basis.  In 
addition, the Authority paid ancillary fees consisting of liquidity facility fees at a rate 
of 0.59% and remarketing fees of .10% prior to the September 2009 refunding 
under the 2009A Series bonds, however, there are no liquidity facility fees or 
remarketing fees on the 2014A Series bonds after fiscal year 2015. Under the 
Indenture Agreement between the Authority and the Trustee  (US Bank), the 
Authority pledges future sales tax revenue as repayment for the 2014A bonds. The 
bonds mature on October 1, 2038. 

                                                                                                                            $106,100,00
0                        

 

 
2015A Series B Bonds:   In March 2015, the Authority issued variable rate Sales 
Tax Revenue Bonds in the amount of $106,100,000 to refund the outstanding 
$106,100,000 Sales Tax Revenue Series 2009B bonds (refund bonds).  The 
Notes will be used to finance the cost of certain transportation projects approved 
by the voters in 2004.  In the floating-to-fixed rate swap, the Authority pays a fixed 
interest rate of 3.666% to JP Morgan Chase, and in turn, receives a variable 
interest rate based on 67 percent of three month London Interbank Offered Rate 
(LIBOR) which is reset on a weekly basis.  In addition, the Authority pays ancillary 
fees consisting of liquidity facility fees at a rate of 0.35% and remarketing fees of 
.10%.  Under the Indenture Agreement between the Authority and the Trustee  
(US Bank), the Authority pledges future sales tax revenue as repayment for the 
2015A bonds.  The bonds mature on October 1, 2038. 
 
 

 
 
                     
                                                                                                                                                                             
 
                           

  
$106,100,000 

 
 
 
                       
                                                                                                                                                                           

 
                         

The Measure A one-half percent sales tax revenues approved by the electorate in 2004 are 
pledged for principal and interest payments.  The 2007 and 2008 Series Bonds were repaid with 
proceeds from the 2009 Series bond issuance of $318 million which allowed the Authority to 
expedite additional transportation projects under "New Measure A". Once the 2009 bond proceeds 
were completely spent down, the Authority issued the 2012 Series Bonds in order to continue to 
expedite the transportation projects which had been funded under the 2009 Series Bonds.  The 
Authority has pledged future sales tax proceeds from the incremental tax which are projected to 
cover 100% of the debt service requirements over the life of the bonds.  The total principal and 
interest remaining on the 2009C, 2012, 2014A, and the 2015A bonds is $652,413,661. Payments 
for the 2012 bonds are through October 1, 2027 while the payments on the 2009C, 2014A, and the  
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NOTE 8 – LONG-TERM LIABILITIES (Continued) 
 
 
 
2015A bonds are through October 1, 2038. For the current year, the  interest paid and total 
incremental sales tax revenues were $16,300,401 and $105,564,247, respectively. The 2009C, 
2014A, and 2015A Series bonds were issued at par, and therefore, no premium/discount is shown. 
The 2012 Bonds were issued at a premium of $11,326,155, which is amortized over the life of the 
fifteen year bonds that mature on October 1, 2027. 
 
As of June 30, 2015, the future annual debt service requirements and net payments on associated 
hedging derivative instruments on the Authority's 2009, 2014A, and 2015A Series Bond obligations 
are detailed in the schedule below.  These amounts assume that current interest rates on variable 
rate bonds will remain the same for their term.  As these rates vary, interest payments on variable 
rate bonds and net payments on the hedging derivatives will vary.  Included in the schedule are the 
future principal and fixed interest obligations on the 2012 Series Bonds. 
 
 

 
 

(1) Reflects principal amortization of the Series 2009C, 2014A, 2015A and 2012 bonds and notional amortization 

on the swaps for Series 2009C, 2014A and 2015A.  

(2) Series 2009C - based on average of Bond Rates for FY 2015 (.0392%).   

Series 2012 - based on average  fixed  interest rate of 2.480997%.   
Series 2014A – based on Average of Bond and Direct Purchase rates for FY 2015 (0.3857%).  Average 
direct purchase rate after FY 2015 (0.461%). 
Series 2015A – based on Average of Bond Rates for FY 2015 (0.0400%) 

        (3)  Series 2009C - based on average fixed swap rate for Bank of America swap (3.736%) less average receipts 

        on the floating leg for FY 2015 (0.1110%); total rate = 3.6250%. 

        Series 2014A – based on average fixed rate swap for Goldman Sachs swap (3.736%) less average receipts on  

        the floating leg for FY 2015 (0.1110%); total rate = 3.6250%. 

              Series 2015A – based on average fixed rate swap for JP Morgan (3.6660%) less average receipts on the  

        floating leg for FY 2015 (0.1677%); total rate = 3.4983%.                          
(4) Series 2009C – based on liquidity rate of 0.34% plus remarketing fees of 0.10% for FY 2015; total = 0.44%. 

 

Fiscal Year  
Ending Principal 

Estimated Bond  
Interest 

Hedging  
Derivatives, Net Ancillary Fees 

June 30, (1) (2) (3) (4) 

2015  $                   -    $      2,973,857   $    11,403,637   $     1,531,747   $    15,909,241  
2016             -           2,980,512         11,403,637             965,248         15,349,397  
2017  3,450,000           2,984,710         11,403,637             962,318         18,800,665  
2018    3,590,000               2,843,910        11,403,637             962,755         18,800,302  
2019  3,740,000           2,697,310         11,403,637             962,755         18,803,702  

2020 - 2024         21,315,000        10,864,724         57,018,187          4,818,324         94,016,235  
2025 - 2029  43,560,000           5,055,099         56,618,698          4,781,699       110,015,496  
2030 - 2034      132,700,000           2,286,320         41,531,738          3,508,668       180,026,726  
2035 - 2039      163,300,000           1,004,799         15,109,698          1,277,400       180,691,897  

     
                                            

Total    $  371,655,000    $    33,691,241     $  227,296,506     $   19,770,914    $  652,413,661  

Total 
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NOTE 8 – LONG-TERM LIABILITIES (Continued) 

 
 

Series 2014A – based on average liquidity rates of 0.59% plus remarketing fees of 0.10% through Sep 
2014; total =0.69%.  After Sep 2014, the spread on the direct purchase  of 0.35% and no liquidity or 
remarketing fees after refunding of Series 2009A bonds. 
Series 2015A – based on average liquidity rates of 0.68% plus remarketing fees of 0.10% through Mar 2015; 
total = 0.78%.  Average liquidity rates are 0.35% and remarketing fees are 0.10% after Mar 2015; total = 
0.45%. 

 

 

Interest Rate Swaps Effective Date of October 1, 2009 
 
Objective of the interest rate swaps. On October 18, 2006, the Sacramento Transportation 
Authority (the “Authority”) entered into three forward interest rate swaps for $106,100,000 each 
in order to hedge the interest rate risk associated with the Sacramento Transportation Authority 
Sales Tax Revenue Bonds, Series 2009 (the “Bonds”), that were issued on October 1, 2009, 
and whose initial interest rate is variable.  
 
Terms. The initial notional amounts of the swaps are $106,100,000 each. Under two of the 
swaps, the Authority pays the counterparty a fixed payment of 3.7360% and receives a variable 
payment based on 67% of the one month London Interbank Offered Rate (LIBOR). Under the 
third swap, the Authority pays the counterparty a fixed payment of 3.666 percent and receives a  
variable payment based on 67% of the three month London Interbank Offered Rate (LIBOR).  
The notional amounts and maturity dates of the swaps match the principal amounts and the 
maturity dates of the bonds that were issued on October 1, 2009 and mature on October 1, 
2038. The variable-rate coupons of the hedged bonds closely match the SIFMA and percentage 
of LIBOR rates paid monthly. 
 
Fair value. Because long-term interest rates have decreased since execution of the swaps, the 
swaps had a total negative fair value of $90,819,499 as of June 30, 2015. The Bank of America 
swap had a negative fair value of $31,145,656, the Goldman Sachs Capital Markets swap had a 
negative fair value of  $31,147,675, and the JP Morgan Chase Financial Products swap  had a 
negative fair value of $28,526,168. The fair values were estimated by an independent third-party 
based on mid-market levels as of the close of business on June 30, 2015.  The fair values take 
into consideration the prevailing interest rate environment and the specific terms and conditions 
of the swaps.  The fair values were estimated using the zero-coupon discounting method.  This 
method calculates the future payments required by the swap, assuming that the current forward 
rates implied by the yield curve are the market’s best estimate of future spot interest rates.  
These payments are then discounted using the spot rates implied by the current yield curve for 
a hypothetical zero-coupon rate bond due on the date of each future net settlement payment on 
the swaps.  As of June 30, 2015, the negative fair value of these swaps was $90,819,499, and 
is reported as a deferred outflow of resources. 
 
 
Credit risk. This is the risk that the counterparty will fail to perform under the terms of the 
agreement.  As of June 30, 2015, the Authority was not exposed to credit risk on these swaps 
because the fair values were negative.  However, should interest rates change and the fair 
values of the swaps become positive, the Authority would be exposed to credit risk in the 
amount of the swaps’ positive fair values. In order to mitigate this risk, the Authority diversified  
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NOTE 8 – LONG-TERM LIABILITIES (Continued) 
 
its exposure among three counterparties.  As of June 30, 2015 the swap counterparties were 
rated A1 (Bank of America), A1 (Goldman Sachs Products), and Aa3 (JPMorgan Chase) by 
Moody’s and A (Bank of America), A-  (Goldman Sachs Capital Markets), and A+ (JPMorgan 
Chase) by Standard & Poor’s. The swap agreements contain varying collateral agreements with 
the counterparties.  The swaps require collateralization of the fair value of the swap should the 
credit rating fall below the applicable thresholds. 
 
Basis risk. This is the risk of a mismatch between the variable rate received from the 
counterparty and the variable rate paid on the variable rate debt that was issued in October 
2009.  The Authority is exposed to basis risk should the floating rate that it receives on a swap 
be less than the actual variable rate the Authority pays on the bonds.  Depending on the 
magnitude and duration of any basis risk shortfall, the effective fixed rate on the debt will vary.  
Based on current and historical experience, we expect the payments received under the 
agreements to approximate the expected bond payments over the 29 year term of the swaps. 
 
Termination risk and termination payments. This is the risk that the transaction is terminated in a 
market dictating a termination payment by the Authority.  The Authority can terminate a swap at 
the fair market value by providing notice to the counterparty, while the counterparty may only 
terminate the swap upon certain termination events under the terms of the agreement. The 
Authority or the counterparties may terminate the swap if the other party fails to perform under 
the terms of the contracts, such as the failure to make swap payments. If the swap is 
terminated, the expected variable-rate bonds would no longer be hedged. 
 
Arbitrage. The Tax Reform Act of 1986 instituted certain arbitrage restrictions with respect to the 
issuance of tax exempt bonds after August 31, 1986.  Arbitrage regulations deal with 
investments of all tax-exempt bond proceeds at an interest yield greater than the interest paid to 
bondholders.  Generally, all interest paid to bond holders can be retroactive if applicable rebates 
are not reported and paid to the Internal Revenue Service at least every five years.  The 
Authority's arbitrage liability is currently estimated to be immaterial. The fund balance 
classification is described in Note 1.  The details of the fund balances are included in the 
Governmental Funds Balance Sheet (page 15). 
 
NOTE 9 – FUND BALANCE 
 
General Fund 
 
The General Fund has Nonspendable, Restricted, and Unassigned Funds as of June 30, 2015 
consisted of the following: 
 

 Prepaid Items ($10,027)  – represent amounts that are expected to be converted to cash 
 

 New Measure A Projects ($41,060,226) – to reflect bond reserve held in CAMP for 2009, 
2014A, and 2015A  bond issuances and the bond proceeds for the 2012 issuance. 
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NOTE 8 – FUND BALANCE (Continued) 
 

 Transportation Mitigation ($9,885,863) – to assist with funding road and transit system 
improvements needed to accommodate projected growth and development. 

 

 Other Transportation Projects ($30,297,175) – to reflect funds restricted by Local 
Ordinance for transportation-related projects. 

 

 General Administration ($329,381) – to reflect unassigned funds for the use of general 
administrative expenditures. 

 
Other Major Funds 
 
The Special Revenue Fund has Restricted Funds of $121,827 at June 30, 2015 to fulfill the 
program objectives of the Abandoned Vehicles program.  The Debt Service Fund has Restricted 
Funds of $4,230,361 to reflect amounts held for debt service. 
 
NOTE 10 – GOVERNMENT WIDE NET POSITION 
 
As of June 30, 2015, the Authority had negative net position of $299,071,068.  Under a typical 
bond financing arrangement, the public entity issues debt and expends the funds on capital 
projects that are reported on the statement of net position as capital assets.  The capital assets 
generally offset the bonded debt.  The Authority has facilitated the financing for the recipient 
jurisdictions.  Since the Authority allocates the Measure A funds to the various jurisdictions for 
Measure A related projects, a deficit net position will result as the expenditures are recorded in 
the Authority’s books while the various jurisdictions will either record capital assets or 
expenditures on their financial statements.  The deficit will continue to grow as the projected 
expenditures increase in the next few years but will be recovered over time as the sales tax 
revenues eventually pay down the financing. 
 
NOTE 11 – GASB 68 – PENSION LIABILITY IMPLEMENTATION 

During the year ended June 30, 2015, the Authority adopted GASB Statement No. 68, 
Accounting and Financial Reporting for Pensions, and GASB Statement No. 71, Pension 
Transition for Contributions Made Subsequent to the Measurement Date – an amendment of 
GASB Statement No. 68.  These Statements required the Authority to recognize in its 
government-wide financial statements the proportional share of the net pension liability, 
deferred outflows of resources and deferred inflows of resources for the Authority’s cost-sharing 
pension plans.  These Statements also required contributions made after the June 30, 2014 
measurement date used in the actuarial valuations for the pension plans to be reported as 
deferred outflows of resources. 

Due to the implementation of these Statements, deferred outflows of resources of $97,366, a 
pension liabilities of $608,865 and deferred inflows of resources of $152,933 were recorded in 
the Authority’s financial statements as of June 30, 2015.  Total net position as of July 1, 2014 
was restated compared to the amounts reported in the June 30, 2014 financial statements, 
resulting in a decrease in net position of $766,295. 
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NOTE 12 – SUBSEQUENT EVENTS 
 
 
The Authority’s management evaluated its 2014/15 financial statements for subsequent events 
through October 30 , 2015, the date the financial statements were available to be issued.  
Management is not aware of any subsequent events that would require recognition or disclosure 
in the financial statements. 
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