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INDEPENDENT AUDITOR'S REPORT

To the City Council
City of Dixon
Dixon, California

We have audned the accompanying financial statements of the Transit Fund of the City of Dixon as of and for the
years ended June 30, 2012 and 2011 as listed in the table of contents. These financial statements are the
responsibility of the management of the City of Dixon. Our responsibility is to express an opinion on these financial
statements based on our audit.

We conducted our aud~ in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government AUditing Standards , issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement. An audit includes
examining , on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financ ial statement presentation. We believe that our audit provides a reasonable basis for our
opinions,

As discussed In Note 2, the financial statements present only the Transit Fund of the City of Dixon and do not
purport to , and do not, present fairly the financial position of City of Dixon as June 30, 2012 and the respective
changes in its financial position, or, where applicable, its cash flows for the year then endsd in conformity with
accounting principles generally accepted in the United States of America.

In our opinion, the financial statements referred to abovepresent fairly, in all material respects, the financial position
of the Transit Fund of the City of Dixon as of June 30, 2012 and 2011, and the changes in financia l posItion and cash
fiows, where applicable, thereof for the years then ended in conformity with accounting principles generally accepted
in the United States of America.

In accordance with Government Audit ing Standards, we have also issued our report dated December 4, 2012, on our
consideration of the Transit Fund of the City of Dixon's intemal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations. contracts and grant agreements and other matters. The
purpose of that report is to describe the scope of our test ing 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. That report is an integral part of an audit performed in accordance with Government
Auditing Standerds and should be considered in assessing the results of our audit.

Management has omitted a management's discussion and analysis that accounting principles generally accepted in
the United States of America require to be presented to supplement the basic financial statements. Such missing
information, although nol a part of the basic financial statements, is required by the Governmental Accounting
Standards Board, who considers it to be an essential part of financial reporting for placing the basic financial
statements in an appropriate operational, economic, or historical context. Our opinion on the basic financial
statements Is not affected by this missing information.
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CITY OF DIXON TRANSIT FUND
STATEMENT OF NET ASSETS

JUNE 30, 2012 AND 2011

2012 2011
ASSETS

Current Assets

Cash and investments (Note 3) $ 97,239 $ -
Restricted cash and investments 24,952 -
Interest receivable 181 -
Due from other governments 58,000 307,248

Total Current Assets 180,372 307,248

Restricted cash and investments - -
Capital Assets, net of accumulated depreciation (Note 4) 392,928 483,807

TOTAL ASSETS $ 573,300 $ 791,055

LIABILITIES

Current Liabilities

Accounts payable $ 14,737 $ 13,016
Salaries and benefits payable 15,476 11,625
Due to other funds of the City - 189,532
Unearned revenue (Note 9) 24,952 3,300
Compensated absences, due within one year (Note 5) 16,954 25,803
Termination benefits, due within one year (Note 6) 15,586 -

Total Current Liabilities 87,705 243,276

Compensated absences, net of current portion (Note 5) 8,140 13,186
Termination benefits, net of current portion  (Note 6) 46,759 -

Total Long-Term Liabilities 54,899 13,186

TOTAL LIABILITIES 142,604 256,462

NET ASSETS

Invested in capital assets 392,928 483,807
Unrestricted 37,768 50,786

TOTAL NET ASSETS 430,696 534,593

TOTAL LIABILITIES AND NET ASSETS $ 573,300 $ 791,055

See accompanying notes to the financial statements.
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CITY OF DIXON TRANSIT FUND
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS

FOR THE YEARS ENDED
 JUNE 30, 2012 AND 2011

2012 2011

OPERATING REVENUES

Charges for services $ 88,702 $ 78,869
TDA operating grants 300,115 290,740
FTA operating grants 60,000 20,239
STA operating grants 232,000 221,442
Other revenue 7,161 1,301

Total Operating Revenues 687,978 612,591

OPERATING EXPENSES

Salaries and benefits 518,248 428,030
Office supplies and expenses 1,040 1,143
Maintenance and operation 89,305 99,102
Power and utilities 10,305 8,876
Contractual services 12,295 19,820
Administration 17,026 9,427
Depreciation 93,199 57,963

Total Operating Expenses 741,418 624,361

Net (Loss) Income From Operations (53,440) (11,770)

NON-OPERATING REVENUES

Interest revenue 671 98

Total Nonoperating Revenues 671 98

Loss Before Contributions and Transfers (52,769) (11,672)

CAPITAL CONTRIBUTIONS AND TRANSFERS

Capital contributions 3,455 283,709
Transfers out to other funds of the City (54,583) (54,583)

Total Capital Contributions and Transfers (51,128) 229,126

CHANGE IN NET ASSETS (103,897) 217,454

NET ASSETS, BEGINNING OF YEAR 534,593 317,139

NET ASSETS, END OF YEAR $ 430,696 $ 534,593

See accompanying notes to the financial statements.
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CITY OF DIXON TRANSIT FUND
STATEMENT OF CASH FLOWS

FOR THE YEARS ENDED
JUNE 30, 2012 AND 2011

2012 2011
CASH FLOWS FROM OPERATING ACTIVITIES

Receipts from customers and users $ 95,863 $ 80,344
Receipts from operating grants 841,363 237,629
Payments to suppliers (128,250) (127,891)
Payments to employees (465,947) (423,883)

 Cash Flows Provided by (Used for) Operating Activities 343,029 (233,801)

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Transfers between funds (244,115) 134,949

Cash Flows (Used for) Provided by Noncapital Financing Activities (244,115) 134,949

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

Acquisition of capital assets (2,320) (291,342)
Capital grants 25,107 268,396

Cash Flows Provided by (Used for) Capital and Related Financing
Activities 22,787 (22,946)

CASH FLOWS FROM INVESTING ACTIVITIES

Interest and dividends 490 559

Cash Flows Provided by Investing Activities 490 559

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 122,191 (121,239)

CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR - 121,239

CASH AND CASH EQUIVALENTS, END OF YEAR $ 122,191 $ -

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

Net (loss) income from operations $ (53,440) $ (11,770)

Adjustments to reconcile net (loss) income from operations to net cash
provided by (used for) operating activities:

Depreciation 93,199 57,963

Change in operating assets and liabilities:
Accounts receivable - 174
Inventory - 375
Due from other governments 249,248 (294,792)
Accounts payable 1,721 10,102
Salaries and benefits payable 3,851 2,380
Compensated absences (13,895) 1,767
Termination benefits 62,345 -

NET CASH  PROVIDED BY (USED FOR) OPERATING ACTIVITIES $ 343,029 $ (233,801)

See accompanying notes to the financial statements.
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CITY OF DIXON TRANSIT FUND
NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2012 AND 2011

NOTE 1: ORGANIZATION

The City of Dixon (the City) receives funds under the provisions of the Transportation Development Act (TDA) from
the Solano County Local Transportation Fund (LTF) under Article 4, Section 99260 and State Transit Assistance
Fund (STA) under Article 4, Section 6730(a). The STA funds are to be used for public transportation purposes only.
The City's Article 4 LTF funds are for the support of the public transportation systems as defined in the TDA. The City
operates demand responsive transit services within the City limits.

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Reporting Entity

The financial statements are intended to present the financial position, results of operations and cash flows of only
transactions recorded in the Transit Fund of the City. The fund itself is included in the financial statements of the City.

B. Basis of Presentation

The Transit Fund's basic financial statements are prepared in conformity with accounting principles generally
accepted in the United States of America. The Government Accounting Standards Board is the acknowledged
standard setting body for establishing accounting and financial reporting standards followed by governmental entities
in the United States of America.

These standards require that the financial statements described below be presented.

Government-wide Financial Statements

The Statement of Net Assets and Statement of Revenues, Expenses, and Changes in Net Assets include all of the
activities of the City's Transit Fund. The Transit fund's resources are allocated to and accounted for in these basic
financial statements as an enterprise fund. Enterprise funds are used to account for operations that are financed and
operated in a manner similar to private business enterprises, where the intent of the governing body is that the costs
(expenses, including depreciation) of providing goods and services to the general public on a continuing basis be
financed or recovered primarily through user charges, or where the governing body has decided that periodic
determination of revenues earned, expenses incurred, and/or net income is appropriate for capital maintenance,
public policy, management control, accountability, or other policies. The Transit fund's net assets are reported in three
parts: invested in capital assets, net of related debt; restricted net assets; and unrestricted net assets. The Transit
fund first utilizes restricted resources to finance qualifying activities.

The Statement of Revenues, Expenses, and Changes in Net Assets includes business-type activities that are
presented using the accrual basis of accounting. Under the accrual basis of accounting, revenues are recognized
when earned and expenses are recorded when the liability is incurred or the economic asset used. Revenues,
expenses, gains, losses, assets, and liabilities resulting from exchange and exchange-like transactions are
recognized when the exchange takes place. 

Enterprise funds distinguish operating revenue and expenses from non-operating items. Operating revenues and
expenses consists of those revenues and expenses that result from the ongoing principal operations of the Transit
fund. Operating revenues consist primarily of charges for services and operating grants. Operating expenses consist
of the cost of services, vehicle maintenance, administrative expenses, and depreciation on capital assets. All revenue
and expenses not meeting this definition are reported as nonoperating revenues and expenses. 
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CITY OF DIXON TRANSIT FUND
NOTES TO THE FINANCIAL STATEMENTS (continued)

JUNE 30, 2012 AND 2011

NOTE 2 : SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

C.  Basis of Accounting

Measurement focus is a term used to describe "which" transactions are recorded within the various financial
statements. Basis of accounting refers to "when" revenues and expenditures or expenses are recognized in the
accounts and reported in the financial statements regardless of the measurement focus applied.

All proprietary funds are reported using the economic resources measurement focus and the full accrual basis of
accounting. Revenues are recorded when earned and expenses are recorded at the time liabilities are incurred,
regardless of when the related cash flows take place.

Those revenues susceptible to accrual include taxes, intergovernmental revenues, interest and charges for services.

Grant revenues are recognized in the fiscal year in which all eligibility requirements are met. Under the terms of grant
agreements, the Transit fund may fund certain programs with a combination of cost-reimbursement grants,
categorical block grants, and general revenues. Thus, both restricted and unrestricted net assets may be available to
finance program expenditures. The Transit fund’s policy is to first apply restricted grant resources to such programs,
followed by general revenues if necessary.

As allowed by GASB, the Transit fund of the City has elected to apply to its proprietary activities statements and
related interpretations issued by the Financial Accounting Standards Board after November 30, 1989, unless they
conflict with or contradict GASB pronouncements. 

D. Cash and Cash Equivalents

The Transit fund pools its cash and investments with the City of Dixon. The cash and investment balance in the fund
represents the fund's equity share of the City's cash and investment pool. 

The Transit fund's investments are carried at fair value. The fair value of equity and debt securities is determined
based on sales prices or bid-and-asked quotations from SEC-registered securities exchanges or NASDAQ dealers.
The Local Agency Investment Fund (LAIF) determines the fair value of their portfolio quarterly and reports a factor to
the City; the City applies that factor to convert its share of LAIF from amortized cost to fair value. This amount is
included in cash and cash equivalents in the balance sheet of governmental funds. Changes in fair value are
allocated to each participating fund. 

Interest income earned on pooled cash and investments is allocated monthly to the various funds based on month-
end balances and is adjusted at fiscal year-end. Interest income on restricted cash and investments with fiscal agents
is credited directly to the related fund. 

For purposes of cash flow, the Transit fund considers cash and investments in the City of Dixon's investment pool
with original maturities of three months or less from the date of acquisition to be cash and cash equivalents. 

E. Due From Other Governments

Due from other governments at June 30, 2012 and 2011 consisted of TDA apportionments due from the Metropolitan
Transportation Commission (MTC).

F. Capital Assets

Infrastructure with an aggregate cost of $100,000 or more and equipment with a cost of $1,000 or more and a useful
life of one year or more are capitalized. All capital assets are valued at historical cost, or estimated historical cost if
actual is unavailable, except for donated capital assets which are recorded at their estimated fair value at the date of
donation. The cost of normal maintenance and repairs that do not add to the value of the asset or materially extend
the asset lives are not capitalized. 
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CITY OF DIXON TRANSIT FUND
NOTES TO THE FINANCIAL STATEMENTS (continued)

JUNE 30, 2012 AND 2011

NOTE 2 : SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Depreciation of all exhaustible capital assets is recorded as an expense in the Statement of Revenues, Expenses,
and Changes in Net Assets, with accumulated depreciation reflected in the Statement of Net Assets. Depreciation is
provided over the assets' estimated useful lives using the straight-line method of depreciation. The range of estimated
useful lives by type of asset is as follows:

Structures and improvements 7 - 50 years
Machinery and equipment 5 - 15 years
Developers contributed improvements 30 - 50 years

G. Compensated Absences

The City's policy regarding vacation and sick leave is to permit employees to accumulate earned, but unused,
vacation and sick leave. The current portion of this long-term liability is estimated based on historical trends. In the
fund financial statements, proprietary funds report the liability as it is incurred. 

H. Use of Estimates

The preparation of the financial statements in conformity with generally accepted accounting principles required
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of
revenues and expenses during the reporting period. Actual results could differ from those estimates.

I. Reclassifications

Comparative data for the prior year have been presented in certain sections of the accompanying financial statements
in order to provide an understanding of changes in the Transit fund's financial position and operations. Certain
amounts presented in the prior year have been reclassified in order to be consistent with current year's presentation. 

NOTE 3: CASH AND INVESTMENTS 

The Transit fund participates in the City's cash and investment pool. These balances are stated at fair value. The
Transit fund's share of the cash and investment pool is separately accounted for and interest earned is apportioned
quarterly based upon the relationship of its average monthly cash balance to the total of the pooled cash and
investments. The value of pool shares in the City that may be withdrawn is determined on an amortized cost basis,
which is different than the fair value of the Transit fund's position in the pool.  Cash and investments as of June 30,
2012 totaled $97,239, of which $24,952 was restricted for grant purposes, and were classified in the accompanying
financial statements as cash and investments which consisted of cash and investments pooled with the City of Dixon.
The Transit Fund did not have a cash balance as of June 30, 2011.
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CITY OF DIXON TRANSIT FUND
NOTES TO THE FINANCIAL STATEMENTS (continued)

JUNE 30, 2012 AND 2011

NOTE 3: CASH AND INVESTMENTS (Continued)

Investments Authorized by the California Government Code and the City's Investment Policy

The table below identifies the investment types that are authorized by the City's investment policy. This table does not
address investments of debt proceeds held by bond trustees that are governed by the provisions of debt agreements
of the City, rather than the general provisions of the California Government Code or the City's investment policy.

Authorized Investment Type
Maximum
Maturity

Maximum
Percentage of

Portfolio

Maximum
Investment in

one Issuer

Local agency bonds 5 years None 10%
U.S. Treasury obligations 5 years None None
U.S. Agency securities 5 years None None
California local agency debt 5 years None 10%
Banker's Acceptances 180 days 45% 10%
Commercial paper 180 days 25% 10%
Negotiable certificates and time deposits 5 years 30% 10%
Repurchase agreements 1 year None 10%
Medium term corporate notes 5 years 30% 10%
Money market mutual funds N/A 20% 10%
Local Agency Investment Fund (LAIF) N/A None None

The City complies with the provisions of California Government Code (or the City's investment policy, where more
restrictive) pertaining to the types of investments held, institutions in which deposits were made and security
requirements.  The City will continue to monitor compliance with applicable statues pertaining to public deposits and
investments. 

Disclosures Relating to 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 the Transit fund pools their cash with the City, information about the sensitivity of the fair values of
the Transit fund's investments to market rate fluctuations may be found in the notes to the City of Dixon's basic
financial statements. 

Investments with Fair Values Highly Sensitive to Interest Rate Fluctuations

The Transit fund and the City had no investments that were highly sensitive to interest rate fluctuations as of June 30,
2012. 

Concentration of Credit Risk

The investment policy of the City contains no limitations on the amount that can be invested in any one issuer beyond
that stipulated by the California Government Code. The Transit fund pools its cash and investments with the City.
See the City's of Dixon's annual financial report for information relating to concentration of credit risk for amounts
reported as cash and investments pooled with the City. 
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CITY OF DIXON TRANSIT FUND
NOTES TO THE FINANCIAL STATEMENTS (continued)

JUNE 30, 2012 AND 2011

NOTE 3: CASH AND INVESTMENTS (Continued)

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 custodial credit risk for investments is the risk that, in the event of the failure of
the counterparty (e.g. broker-dealer) to a transaction, a government will not be able to recover the value of its
investment or collateral securities that are in the possession of another party. The California Government Code and
the City's investment policy do not contain legal or policy requirements that would limit the exposure to custodial credit
risk for deposits or investments, 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 government 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 agency's deposits by
pledging first trust deed mortgage notes having a value of 150% of the secured public deposits. The Transit fund
pools its cash with the City of Dixon including deposit accounts.  See the City of Dixon's annual financial report for
information relating to custodial credit risk for amounts reported as cash and investments pooled with the City. 

Investment in State Investment Pool

The City is a voluntary participant in the Local Agency Investment Fund (LAIF) that is regulated by the California
Government Code under the oversight of the Treasurer of the State of California. The fair value of the City's
investment in this pool is reported at amounts based on the City's pro-rata share of the fair value provided by LAIF for
the entire portfolio (in relation to amortized costs of that portfolio). 

NOTE 4: CAPITAL ASSETS

Capital asset activity consisted of the following for the year ended June 30, 2012:

July 1, 2011 Additions Retirements June 30, 2012
Capital assets, being depreciated:
      Buildings and improvements $ 172,116 $ 2,320 $ - $ 174,436
      Equipment 765,869 - (122,762) 643,107

Total capital assets, being depreciated 937,985 2,320 (122,762) 817,543

Less accumulated depreciation for:
      Buildings and improvements (67,588) (4,303) - (71,891)
      Equipment (386,590) (88,896) 122,762 (352,724)

Total accumulated depreciation (454,178) (93,199) 122,762 (424,615)

Total capital assets being depreciated, net 483,807 (90,879) - 392,928

Capital assets, net $ 483,807 $ (90,879) $ - $ 392,928

Total depreciation expense for the year ended June 30, 2012 was $93,199.
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CITY OF DIXON TRANSIT FUND
NOTES TO THE FINANCIAL STATEMENTS (continued)

JUNE 30, 2012 AND 2011

NOTE 4: CAPITAL ASSETS (Continued)

Capital asset activity consisted of the following for the year ended June 30, 2011:

July 1, 2010 Additions Retirements June 30, 2011
Capital assets, being depreciated:
      Buildings and improvements $ 172,116 $ - $ - $ 172,116
      Equipment 597,587 291,342 (123,060) 765,869

Total capital assets, being depreciated 769,703 291,342 (123,060) 937,985

Less accumulated depreciation for:
      Buildings and improvements (63,285) (4,303) - (67,588)
      Equipment (455,990) (53,660) 123,060 (386,590)

Total accumulated depreciation (519,275) (57,963) 123,060 (454,178)

Total capital assets being depreciated, net 250,428 233,379 - 483,807

Capital assets, net $ 250,428 $ 233,379 $ - $ 483,807

Total depreciation expense for the year ended June 30, 2011 was $57,963.

NOTE 5: LONG-TERM LIABILITIES

The following is a summary of long-term liability activity for the year ended June 30, 2012:

July 1, 2011 Additions Retirements June 30, 2012
Due within One

Year

Compensated absences $ 38,989 $ 22,359 $ (36,254) $ 25,094 $ 16,954

Total long-term liabilities $ 38,989 $ 22,359 $ (36,254) $ 25,094 $ 16,954

The following is a summary of long-term liability activity for the year ended June 30, 2011:

July 1, 2010 Additions Retirements June 30, 2011
Due within One

Year

Compensated absences $ 37,222 $ 27,570 $ (25,803) $ 38,989 $ 25,803

Total long-term liabilities $ 37,222 $ 27,570 $ (25,803) $ 38,989 $ 25,803
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CITY OF DIXON TRANSIT FUND
NOTES TO THE FINANCIAL STATEMENTS (continued)

JUNE 30, 2012 AND 2011

NOTE 6: EARLY RETIREMENT INCENTIVE

During the current year, the City approved an early retirement incentive program through the Public Agency
Retirement System (PARS) to eligible City staff. In order to qualify for the early retirement program, an employee
needed to meet the following criteria:

• They must be a Miscellaneous member of PERS
• They must be at least 50 years of age or older effective September 30, 2011
• They must be able to retire under the PERS retirement system with at least 5 years of service
• They must have at least 5 years of City of Dixon service effective September 30, 2011
• They must actually retire from PERS no later than September 30, 2011

During the year, 22 City employees met the eligibility criteria, and 2 Transit employees elected to participate.
Qualifying employees who participated in the program selected from a number of benefit options, the basic program in
which they receive one-twelfth (1/12) of seven percent (7%) of their final pay. 

The City records a liability and expense upon election by the employees to participate in the program.  The liability at
June 30, 2012 totaled $62,345, which represents actual future payments to be made. Expenses related to termination
benefits totaled $15,927 for the year ending June 30, 2012. Future payments as of June 30, are as follows:

Amount

2013 $ 15,586
2014 15,586
2015 15,586
2016 15,587

Total 62,345

NOTE 7: TRANSFERS TO THE CITY

During the years ended June 30, 2012 and June 30, 2011, the Transit fund transferred out $54,583 to the City's
general fund to reimburse the City for allocated costs. 

NOTE 8: FARE REVENUE RATIO

The City's Transit Fund is required by the MTC to maintain a fare revenue to operating expenses ratio of at least 10%
related to its services to the general public in accordance with the TDA. The calculation of the fare revenue ratio is as
follows:

2012 2011

Fare revenue $ 88,702 $ 78,869

Operating expenses 796,001 678,944
Less: depreciation (93,199) (57,963)

Net operating expenses $ 702,802 $ 620,981

Fare revenue ratio %12.62 %12.70

The Transit Fund was in compliance with its fare revenue ratio as of June 30, 2012 and 2011.
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CITY OF DIXON TRANSIT FUND
NOTES TO THE FINANCIAL STATEMENTS (continued)

JUNE 30, 2012 AND 2011

NOTE 9: UNEARNED REVENUE 

Public Transportation Modernization Improvement and Service Enhancement Account (PTMISEA)

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

During the fiscal year ended June 30, 2012, the City received proceeds of $21,223 from the State's PTMISEA
account. Activity related to the PTMISEA funds were as follows:

Proceeds received:
PTMISEA $ 21,223

Expenditures incurred:
Narrowbanding radio system -

Unexpended proceeds, June 30 2012 $ 21,223

Unearned revenue - Other

Unearned revenue as of June 30, 2012 and 2011 totaled $3,729 and $3,300, respectively, and was related to unbilled
grant funds received.

NOTE 10: CONCENTRATIONS

The Transit Fund of the City receives a substantial amount of its support from a statewide retail sales tax from the
Local Transportation Fund created by the TDA. A significant reduction in the level of this support, if this was to occur,
may have a significant effect on the Transit Fund's activities.

NOTE 11:  INSURANCE COVERAGE

The Transit fund participates in the Northern California Cities Joint Power Authority through the City of Dixon for
general, public officials' errors and omissions, property and workers' compensation liability.  Settled claims resulting
from these risks have not exceeded commercial insurance coverage in any of the past three fiscal years.  Additional
information about available coverage can be obtained from the City's financial statements.
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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 AUDfTlNG STANDARDS

To the C~y Council
C~y of Dixon
Dixon. California

We have audited the financial statements of the Transit Fund of the City of Dixon (Transit Fund), as of June 30, 2012
and for the year then ended, and have issued our report thereo n dated Dacember 4,2012. We conducted our audtt in
accorda nce with auditing standards generally accepted in the United States of America and the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States.

Internal Contro l Over Financial Reporting

Management of the District is responsible for establishing and maintaining intemal control over financia l reporting. In
planning and performing our audit, we considered the Transit Fund'sintemal control over financial reporting as a basis
for designing our auditing procedures for the purpose of expressing our opinion on the financial statements, but notfor
the purpose of expressing an opinion on the effectiveness of the Transit Fund's internal control over financial reporting.
Accordingly, we do not express an opinion on the effectiveness of the Transit Fund's internal control over financial
reporting.

A defic.iency in intemal control exists when the design or operation of a control does not allow management or
employees, in the nonnalcourse of performing their assigned functions, to prevent, or detect and correctmisstatements
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'sfinancial statements will not be prevented, or
detected and corrected on a timely basis.

Our consideration of internal control over financial raporting was for the lirnlted purpose described in the first paragraph
of this section and was not designed to identify all deficienc ies in Internal control over financial reporting that might be
deficiencies, significant deficiencies, or materialweaknesses. We did not identify any deflCiencies in internal control over
financial reporting that we consider to be material weaknesses, as defined above.

Comollance and Other Matters

As part of obtaining reasonable assurance about whether the Transit Fund's financial stateme nts are free of material
misstatement, we performe d tests of its compliance with certain provisions of laws, regulations. contracts, and grant
agreements, noncompl iance 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 GovernmentAuditing Standards.

This raport is intended solely for the information and use of management, the City Council , others within the entity, and
federal awarding agancles and pass-through entities and its nol intended to be and should not be used by enyone other
than these specified parties. However, this raport is a matter of public record and Its distribution is nat tlmtted.

y?7euu Vr/tU) 6t- l/~it..t;OM. Ct1'~
sacra~ ~nto , Califomia V
December 4, 2012

S.. ,",'ENTO O f fi CE ' 251 5 VENTURE 0". 1: 1, . . SUITE 135 • S~ :' .·.IENTc> . e A 95833 • o. 916.929.0540 • ' . 916.929.05 4 I

WWW.MUNCPAS.COM



MANN . URRU TIA . NELSON CPA s & ASSOCIA TES , LL P
GlE ND .; I E • ROSE'/ l llE • S AC RA/I,EN TO ' SOUT H l AKE TAHO E ' KAU; .I , H A',;,~II

REPORT ON COMPLIANCE WITH THE TRANSPORTATION DEVELOPMENT ACT

To the City Council
City of Dixon
Dixon, California

We have audited the financial statements of the Transit Fund of the City of Dixon (Transit Fund), as of June 30, 2012
and for the year then ended, and have issued our report thereon dated December 4, 2012 . We conducted our audit
in accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, Issued by the Comptroller General of the
United States.

As part of obtaining reasonable assurance about whether the Transit Fund's financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contractsand grants,
noncompliance with which could have a direct and material effect on the determination of financial statement
amounts. Additionally, we performed tests to determine that allocations made and expenditures paid by the Transit
Fund were made in accordance with the allocation instructions and resolutions of the Metropolitan Transportation
Commission and in conformance with the California Transportation Development Act. Specifically, we performed
each of the specific tasks identified in the California Code of Regulations Sections 6667 that are applicable to the
Transit Fund. In connection with our audit , nothing came to our attention that caused us to believe the Transit Fund
failed to comply with the Statutes, Rules, and Regulations of the California Transportation Development Act and the
allocation instructions and resolutions of the Transportation Commission. 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.

Also as part of our audit, we performed tests of compliance to determine whether certain state bond funds were
received and expended in accordance with the applicable bond act and state accounting requirements.

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

During the fiscal year ended June 30, 2012, the City received proceeds of $21,223 from the State's PTMISEA
account. As of June 30, 2012 , PTMISEA funds received and expended were verified in the course of our audit as
follows:

Proceeds Received:

PTMISEA

Expenditures incurred:

Narrowbanding radio system

Unexpended proceeds, June 30, 2012

$ 21,223

21.223
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This report is intended solely for the information and use of management, the City Council, the Metropolitan
Transportation Commission, the California Department of Transportation and the State Controller's office and is not
intended to be and should not be used by anyone other than these specified parties. However, this report is a matter
of public record and its distribution is not limited.

~~f~rd>A W~ At
December 4, 2012




