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The Honorable Speaker of the Assembly

The Honorable President pro Tempore of the Senate

The Honorable Members of the Senate and the
Assembly of the Legislature of California

Members of the Legislature:

Your Joint Legislative Audit Committee respectfully submits
Ernst & Whinney's financial audit report of the Department of
Transportation, year ended June 30, 1979. The work was
performed under contract with the Auditor General's Office.

The auditor is Richard I. LaRock, CPA, Audit Manager.

Respectfully submitted,

. FLOYD MORI
Chairman, Joint Legislative
Audit Committee
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Ernst &Whinney 555 Capitol Mall, Suite 650

Sacramento, California 95814

916/447-3237

Auditor General
State of California

We have examined the general purpose combined financial statements
of the various funds and account groups of the State of California

~ Department of Transportation for the year ended June 30, 1979,
listed in the foregoing table of contents. Our examination was
made in accordance with generally accepted auditing standards and,
accordingly, included such tests of the accounting records and
such other auditing procedures as we considered necessary in the
circumstances. We did not examine the financial statements of
certain toll bridge revenue funds, which statements reflect total
assets and revenues approximating 5 percent, respectively, of the
related combined totals for Special Revenue Funds. These
statements were examined by other auditors whose reports thereon
were furnished to us, and our opinion expressed herein, insofar as
it relates to the amounts included for certain toll bridge revenue
funds within the Special Revenue Funds, is based solely on the
report of the other auditors.

The Department maintains its accounting records and prepares its
financial statements on the basis of accounting prescribed for
budgeting purposes. As more fully described in Note E to the
financial statements, certain adjustments were made to present the
financial statements for the year ended June 30, 1979 in
conformity with generally accepted accounting principles.

As more fully described in Notes C and D to the combined financial
statements, it was not practical to either determine what

ad justments would be necessary to segregate accounts payable from
the reserve for encumbrances or to determine the portion of
receivables from the Federal Highway Administration that may
ultimately be collected.



Auditor General

In our opinion, based upon our examination and the reports of
other auditors, and except for the effects, if any, of the matters
discussed in the preceding paragraph, the aforementioned financial
statements present fairly the financial position of the various
funds and account groups of the State of California Department of
Transportation at June 30, 1979 and the combined statement of
revenues, expenditures and encumbrances, and changes in fund
equity for the year then ended, in conformity with generally
accepted accounting principles.

Our examination was made for the purpose of forming an opinion on
the combined financial statements taken as a whole. The
accompanying financial information listed as other financial
information in the table of contents is presented for purposes of
additional analysis and is not a required part of the combined
financial statements of the State of California Department of
Transportation. The information has been subjected to the
auditing procedures applied in the examination of the combined
financial statements and, in our opinion, is fairly stated in all
material respects in relation to the combined financial statements

taken as a whole.
\é/tm,atv‘ WLVAJ?

Sacramento, California
August 26, 1980
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COMBINED STATEMENT OF REVENUES, EXPENDITURES AND ENCUMBRANCES, AND CHANGES IN
FUND EQUITY - ALL GOVERNMENTAL FUND TYPES

STATE OF CALIFORNIA
DEPARTMENT OF TRANSPORTATION

Year ended June 30, 1979

REVENUES:

Apportionments:

State

Federal
Reimbursements
Investment income
Real property
Toll revenue
Other

EXPENDITURES AND ENCUMBRANCES:
State operations
Capital outlay
Local assistance
Debt service

EXCESS OF REVENUES OVER (UNDER)
EXPENDITURES AND ENCUMBRANCES

OTHER FINANCING SOURCES (USES):
Operating transfers in
Operating transfers out

EXCESS OF REVENUE AND OTHER
SOURCES OVER (UNDER) EXPENDITURES,
ENCUMBRANCES AND OTHER USES--NOTE E

Fund equity at beginning of year

FUND EQUITY AT
END OF YEAR--NOTE E

See notes to combined financial statements

Governmental
Fund Types

Special
Revenue
Funds

$ 508,937,340

Capital
Projects

Total
(Memorandum
Only)

$ 508,937,340

411,697,220 411,697,220
70,081,252 : 70,081,252
48,255,774 $ 6,183,034 54,438,808
33,414,658 33,414,658
59,521,123 59,521,123

9,036,568 13,644 9,050,212
1,140,943,935 6,196,678 1,147,140,613

372,198,426 372,198,426

553,692,652 35,744,481 589,437,133

142,757,676 142,757,676
21,796,278 21,796,278

1,090,445,032 35,744,481 1,126,189,513
50,498,903  (29,547,803) 20,951,100
10,978,651 18,475,000 29,453,651

(40,045,724) (40,045,724)

(29,067,073) 18,475,000 (10,592,073)
21,431,830  (11,072,803) 10,359,027

418,886,441 33,131,511 452,017,952

$ 440,318,271  $22,058,708  $ 462,376,979




COMBINED STATEMENT OF REVENUES, EXPENDITURES AND ENCUMBRANCES, AND CHANGES IN
FUND EQUITY - LEGALLY ADOPTED BUDGET AND BUDGETARY ACTUAL - ALL GOVERNMENTAL

FUND TYPES

STATE OF CALIFORNIA
DEPARTMENT OF TRANSPORTATION

Year ended June 30, 1979

REVENUES:

Apportionments:

State

Federal
Reimbursements
Investment income
Real property
Toll revenue
Other

EXPENDITURES AND ENCUMBRANCES:
State operations
Capital outlay
Local assistance

EXCESS OF REVENUES OVER (UNDER)
EXPENDITURES AND ENCUMBRANCES

OTHER FINANCING SOURCES (USES):
Operating transfers in
Operating transfers out
Prior year adjustments

EXCESS OF REVENUE AND OTHER
SOURCES OVER (UNDER) EXPENDITURES,
ENCUMBRANCES AND OTHER USES-—-NOTE E

Fund equity at beginning of year

FUND EQUITY AT
END OF YEAR--NOTE E

Final
Budget

$ 495,287,000

Actual

$ 504,620,772

Variance
Favorable

(Unfavorable)

$ 9,333,772

499,938,236 550,652,895 50,714,659
57,040,679 60,078,989 3,038,310
38,500,000 52,974,951 14,474,951
32,620,000 31,912,274 (707,726)

58,177,000 66,183,664 8,006,664
7,596,000 9,589,366 1,993,366
1,189,158,915 1,276,012,911 _ 86,853,996
387,613,168 338,422,350 49,190,818
788,098,944 701,932,896 86,166,048
268,768,250 206,271,467 62,496,783
1,444 ,480,362 1,246,626,713 197,853,649
(255,321,447) 29,386,198 284,707,645
5,225,390 7,053,106 1,827,716

(27,212,205) (33,513,352)  (6,301,147)

-0- 46,666,447 46,666,447
(21,986,815) 20,206,201 42,193,016
(277,308,262) 49,592,399 326,900,661

756,262,427 756,262,427 -0-

$ 478,954,165 § 805,854,826 $326,900,661

See notes to combined financial statements



NOTES TO COMBINED FINANCIAL STATEMENTS

STATE OF CALIFORNIA
DEPARTMENT OF TRANSPORTATION

June 30, 1979

NOTE A--FINANCIAL STATEMENTS AND DESCRIPTIONS OF FUND TYPES AND ACCOUNT
GROUPS

Financial Statements

The accompanying financial statements reflect the financial position,
results of operations and changes in fund equity of the State of California
Department of Transportation. Except for the segregation of accounts
payable from encumbrances, which is more fully described in Note C, the
statements have been prepared in conformity with generally accepted
accounting principles applicable to state and local governments as
prescribed by both the American Institute of Certified Public Accountants
and the National Council on Govermmental Accounting.

The financial statements are structured into Governmental Fund Types

and Account Groups. The Department of Transportation accounts for only its
portion of the fund type categories. The State Controller maintains the
central accounts for all state funds and publishes financial statements for
the State of California annually.

Governmental Fund Types

Governmental Fund Types are those through which most governmental
functions are financed. The acquisition, use, and balances of the
Department's expendable financial resources and the related liabilities
are accounted for through governmental funds. Because the constitutional
and statutory provisions require separate identification of the various
revenues for accounting and reporting purposes, each separate special
account is considered as if it were a separate fund.

Special Revenue Funds: The Special Revenue Funds of the Department are
used to account for specific revenues and operating expenditures which
are restricted for particular purposes. The Special Revenue Funds
include the following funds:

State Transportation Fund — This fund was established to
accelerate the transfer of transportation revenue through the
State's accounting system. The fund is currently comprised of the
following accounts:




NOTES TO COMBINED FINANCIAL STATEMENTS (Continued)

STATE OF CALIFORNIA
DEPARTMENT OF TRANSPORTATION

June 30, 1979

NOTE A-—-FINANCIAL STATEMENTS AND DESCRIPTIONS OF FUND TYPES AND ACCOUNT
GROUPS (Continued)

Abandoned Railroad Account - Resources in this account have
been transferred from the Transportation Planning and
Development Account under appropriation by the State
Legislature. Abandoned railroad rights—of-way are purchased
for later conveyance to local governmental entities.

Aeronautics Account — Resources in this account represent a
portion of the aviation fuel tax. Transfers and expenditures
are to support the Aeronautics Program, including aid to
local governmental aviation entities.

Bicycle Lane Account — Specific transfers of $30,000 per
month are made into this account from highway users fuel taxes.
Disbursements are made to cities and counties for bicycle
facilities and related departmental administrative costs.

State Highway Account - Resources in this account represent
transfers from other state funds, federal funds and other
miscellaneous revenue. Expenditures for the highway programs
include: maintenance, operations, construction, planning,
administration, and subventions to local governmental
entities.

Transportation Planning and Development Account — Resources
in this account represent transfers from the Aeronautics
Account, State Highway Account, federal funds and transfers
from other state funds. Expenditures are primarily for mass
transportation and transportation planning programs at the
state and local levels for support of the California
Transportation Commission.

Transportation Revolving Account - Resources in this account
represent advances from the various operating accounts to
fund warrants paid by the State Controller.

California Environmmental Protection Program Fund — This fund was
created as a depository for revenues collected from the sale of
personalized license plates by the Department of Motor Vehicles.
Expenditures are for environmental protection programs for state and
local government entities.




NOTES TO COMBINED FINANCIAL STATEMENTS (Continued)

STATE OF CALIFORNIA
DEPARTMENT OF TRANSPORTATION

June 30, 1979

NOTE A--FINANCIAL STATEMENTS AND DESCRIPTIONS OF FUND TYPES AND ACCOUNT
GROUPS (Continued)

Natural Disaster Assistance Fund — The fund is used to record
transactions made under legislation which provides funds for disaster
assistance allocations to local agencies and local street and road
restoration.

Toll Bridge Funds — These funds consist of nine separate funds.
Resources are primarily from toll revenues. Expenditures are primarily
for operations and maintenance and debt service.

Capital Projects Funds: Capital Projects Funds of the Department are used
to account for the acquisition, construction and improvement of toll bridge
facilities.

Account Groups

General Fixed Assets Account Group: Fixed assets used by the Department in
its general governmental activities are reflected in the General Fixed
Assets Account Group at cost. Completed infrastructure assets such as
highways, roads and bridges are excluded from the financial statements.

General Long—-Term Debt Account Group: Unmatured long-term obligations are
reflected in the General Long—-Term Debt Account Group.

NOTE B--SIGNIFICANT ACCOUNTING POLICIES

The Department's accounting records are maintained on a statutory basis
throughout the year; generally on a cash basis with recognition given to
budgeted revenue and encumbrances. Annually, for financial statement
purposes, the accounting records are adjusted to reflect the modified
accrual basis for the Governmental Fund Types. Since the statutory basis
differs from generally accepted accounting principles, actual amounts in the
accompanying budgetary comparison statement are presented on the budgetary
basis. A reconciliation of the differences between the budgetary basis and
the generally accepted accounting principles basis is presented in Note E.

Deposits in the Surplus Money Investment Fund are stated at cost.



NOTES TO COMBINED FINANCIAL STATEMENTS (Continued)

STATE OF CALIFORNIA
DEPARTMENT OF TRANSPORTATION

June 30, 1979

NOTE B-—-SIGNIFICANT ACCOUNTING POLICIES (Continued)

Inventories of excess real property are carried at the lower of cost or the
allocated value at time of acquisition.

Inventories of supplies and materials are carried at moving average cost.

General fixed assets such as buildings and equipment are recorded as
expenditures in the governmental type funds at the time of acquisition.
These assets are capitalized at cost in the General Fixed Asset Account
Group.

Federal funds are reported as revenue when earned.

Encumbrances are recorded for the unexpended portion of all open contracts
except major construction contracts and local assistance projects.

Transfers of revenue from funds authorized to receive them to funds
authorized to expend them have been recorded as operating transfers in the
financial statements.

Vacation pay is charged to operations at the time the benefits are earned.
Sick leave is charged to operations at the time benefits are used rather
than when earned.

Losses arising from judgements and claims are recorded as expenditures in
the period determination of the probable loss is made. Such losses arise
principally from litigation and other asserted claims as well as unasserted
claims made against the Department.

NOTE C-—SEGREGATION OF ACCOUNTS PAYABLE AND ENCUMBRANCES

The Department's policy, under generally accepted accounting principles, is
to record as expenditures all open contracts, except major construction
contracts and local assistance projects. The Department recorded as
encumbrances the unexpended portion of contract amounts. Included within
these encumbrances are amounts that should be classified as accounts
payable. It was not practical for the Department to segregate the accounts
payable portion of the expenditures from the reserve for encumbrances.

-10-



NOTES TO COMBINED FINANCIAL STATEMENTS (Continued)

STATE OF CALIFORNIA
DEPARTMENT OF TRANSPORTATION

June 30, 1979

NOTE D-—COLLECTIBILITY OF AMOUNTS DUE FROM FEDERAL GOVERNMENT

The ultimate collectibility of approximately $20,000,000 from the Federal
Highway Administration could not be determined because of limited federal
funds. Departmental management will decide whether to use any new federal
funds to seek reimbursement of accrued eligible costs on projects in excess
of existing reimbursement agreements or not yet under agreement.

NOTE E-—RECONCILIATION TO STATUTORY REPORTING

The financial statements have been prepared in conformity with generally
accepted accounting principles which vary in some respects from the
accounting practices prescribed or permitted by the State of California.

A summary of significant differences in the governmental fund types fund
equity as reported under budgetary provisions and that recorded under
generally accepted accounting principles follows:

Fund equity on a statutory basis $805,854,826

Federal funds not yet earned in
accordance with generally accepted
accounting principles (991,070,498)

Construction and local assistance projects
that, in accordance with generally
accepted accounting principles, have not
yet been encumbered 671,830,773

Establish liability for advances from the
Federal Advance Acquisition Fund (22,430,063)

Establish liability for contingencies in
accordance with generally accepted
accounting principles (9,500,000)

Establish allowance for doubtful
accounts in accordance with generally
accepted accounting principles (3,700,000)

Other items 11,391,941

Fund equity as reported herein for
all governmental fund types $462,376,979

-11-



NOTES TO COMBINED FINANCIAL STATEMENTS (Continued)

STATE OF CALIFORNIA
DEPARTMENT OF TRANSPORTATION

June 30, 1979

NOTE E--RECONCILIATION TO STATUTORY REPORTING (Continued)

A summary of significant differences in the excess of revenues and other
" sources over expenditures, encumbrances and other uses of financial
resources as recorded under statutory provisions and that recorded under
generally accepted accounting principles follows:

Excess of revenue and other sources
over expenditures, encumbrances and
other uses as reported for statutory
purposes to expenditures $ 49,592,399

Federal funds not yet earned in accordance

with generally accepted accounting
principles (159,889,588)

Construction and local assistance projects
that, in accordance with generally
accepted accounting principles, have not
yet been encumbered 144,601,091

Toll bridge revenues recorded in the current
year that, in accordance with generally
accepted accounting principles, were
recognized in the prior year (25,570,592)

Other items 1,625,717

Excess of revenue and other sources
over expenditures, encumbrances and
other uses as reported herein for
all governmental fund types $ 10,359,027

NOTE F-—REVENUE BONDS AND LOANS PAYABLE

Pursuant to resolutions. of the California Toll Bridge Authority (CTBA),
issuance of $214,600,000 in revenue bonds has been authorized for
construction of various toll bridges throughout the State. The bonds are
secured by all revenues derived directly or indirectly from the use and
operation of the toll bridges. The CTBA was abolished in 1978 and the legal
responsibilities transferred to the California Transportation Commission.
Bonds outstanding as of June 30, 1979 consisted of the following:

-12-



NOTES TO COMBINED FINANCIAL STATEMENTS (Continued)

STATE OF CALIFORNIA
DEPARTMENT OF TRANSPORTATION

June 30, 1979

NOTE F--REVENUE BONDS AND LOANS PAYABLE (Continued)

San Francisco Bay Toll Bridges Revenue
Bonds, Series A; due in principal
amounts of $5,000,000 annually through
February, 1986; interest rates from
4,907 to 5.25% $ 20,000,000

Carquinez Strait Bridges Refunding
Toll Bridge Revenue Bonds, Series A;
$2,620,000 due December, 1979 with
remaining principal due December, 1992;
interest rates from 3.25% to 3.2657% 9,765,000

Antioch and Carquinez Strait Bridges 1976
Revenue Bonds; principal due in increasing
annual installments from $780,000 to
$1,430,000 through 1990, then $21,450,000
and $17,550,000 due in 2000 and 2005
respectively; interest rates from
6.50% to 8% 49,800,000

Richmond-San Rafael Bridge — Toll Revenue
Bonds, Series A; principal due and
payable September, 1992; interest at
3.875% 21,578,000

San Diego - Coronado Toll Bridge Revenue
Bonds, Series A; principal due and
payable July, 2003; interest at 5.257% 31,190,000

$132,333,000

All revenues bonds, except for the San Francisco Bay Toll Bridges and

the December, 1979 payment for the Carquinez Strait Bridges are subject

to redemption prior to their fixed maturity dates. All Carquinez

Strait Bridges bonds remaining outstanding after December 1, 1979 will

be called for redemption at a premium in accordance with the provisions of
the Antioch and Carquinez Strait Bridges 1976 Revenue Bond Resolution.

_13_



NOTES TO COMBINED FINANCIAL STATEMENTS (Continued)

STATE OF CALIFORNIA
DEPARTMENT OF TRANSPORTATION

June 30, 1979

NOTE F--REVENUE BONDS AND LOANS PAYABLE (Continued)
The Department has the following loans payable as of June 30, 1979:

Richmond-San Rafael Bridge loan payable
to the State General Fund; interest at
3.8757%; payable from proceeds of any
future bond sales of authorized but
unissued bonds or refunding bonds as
authorized in the bond resolution. In
the event that additional bonds are not
issued, principal and interest are
to be paid out of tolls and other
revenues of the bridge after all bonds
then outstanding have been retired.
The balance at June 30, 1979 of the
loan payable is $4,689,813 plus

accrued interest of $6,395,049 $11,084,862
Vincent Thomas Bridge loan payable to the

State Highway Account and others, no

interest, payable from net toll revenue

of the bridge after retirement of all

outstanding bonds secured by the toll

revenue of the bridge 13,500,000

$24,584,862

NOTE G-—-ASSETS HELD BY FISCAL AGENTS

Assets held by fiscal agents as trustees for bond holders consist of the
following at June 30, 1979:

Special Capital
Revenue Projects
Funds Funds
Cash $ 894,585
Certificates of deposit 2,947,802
Deposit in Surplus Money Investment Fund $ 954,000
Investment in U.S. Government Securities 21,693,586 7,401,084
$25,535,973 $8,355,084

-14-




NOTES TO COMBINED FINANCIAL STATEMENTS (Continued)

STATE OF CALIFORNIA
DEPARTMENT OF TRANSPORTATION

June 30, 1979

NOTE G--ASSETS HELD BY FISCAL AGENTS (Continued)

The amounts held by the fiscal agents are equal to or in excess of amounts
required by the bond resolutions.

The Department collects deposits from contractors who are performing
significant contracts for the Department. These deposits will be returned
to the contractors upon successful completion of the contracts. At June 30,
1979, the Department had cash of $1,484,962 and securities of $3,440,000
held in trust. The corresponding liability is reflected in accounts payable
and other liabilities.

NOTE H-—-RETIREMENT PLAN

Substantially all Department employees are members of the State of California
Public Employees Retirement System (PERS), which is a defined benefit,
contributory retirement plan. The amount the Department and employees
contribute to PERS is actuarially determined under a program in which
contributions plus retirement system earnings provide the necessary funds to
pay retirement costs as accrued. The Department's share of retirement
contributions for the year was approximately $41,000,000. Information is not
available as to the excess, if any, of the actuarially computed value of vested
benefits over the total assets of the retirement fund.

NOTE I--COMMITMENTS AND CONTINGENCIES

At June 30, 1979, the Department had commitments of approximately
§710,000,000 for construction of highways, transit facilities, and local
assistance that were recorded as encumbrances for statutory purposes.
Approximately 64% of the future expenditures related to these commitments
are expected to be reimbursed from proceeds of approved federal grants when
the actual costs are incurred and reimbursement claims filed.

The Department is party to numerous legal proceedings, many of which
normally occur in governmental operations. In the opinion of the
Department's legal counsel, none of the proceedings are likely to have a
significant adverse impact on the Department's financial position.

The Department receives significant financial assistance from the Federal
Government. Entitlement to the resources is generally conditioned upon
compliance with terms and conditions of applicable Federal regulations,
including the expenditure of the resources for eligible cost reimbursement
purposes. Substantially all assistance is subject to financial and compliance
audits by the grantors. Any disallowances as a result of these audits becomes
a liability of the Department. As of June 30, 1979, the Department estimates
that no significant liabilities will result from such audits.
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