the City should use appropriate civil remedies to recover revenues that belong 1o the taxpayers of
Vallejo.

Response: The recommendation has been implemented as the City will use appropriate
civil remedies to recover revenues owed to the taxpayers of Vallejo in the future.

Finding #2: At the time of this report, the City was negotiating with the owners of Mugg's to
repay the missing ticket revenue totaling $185.058.60.

Response: The City agrees with the finding,.

Recommendation #2: The entire sum owed to the citizens of Vallejo should be collected by the
City from the owners of Mugg’s in an expeditious manner.

Response: The recommendation has not been implemented but is expected to be
implemented within the next sixty (60) days. The City is currently negotiating with the
owners of Mugg’s to recover Cily revenues, as well as, exploring other legal remedies.

Finding #3: Eight months elapsed before the City was notified by VCTC of the missing ticket
reventue.

Response: The City agrees with the finding.

Recommendation #3: The City should ensure that revenues from the transit company are
accounted for at least on a monthly basis, which would identify shortfalls in a timely manner.

Response: The recommendation has been implemented. The City has established revenue
collection review and audit procedures to ensure that revenues from VOTC are accounted
for on a monthly basis. Additional staff is being hired to help monitor this and other
transit-related issues as well.

Finding #4: At the time of the missing funds, VCTC s agreement did not include theft insurance
which would have compensated the City for the loss. The current agreement between VCTC and
the City requires fidelity/theft insurance.

Response: The City partially agrees with the finding. The VOTC agreement did contain a
provision requiring a fidelity bond or theft insurance (section 12 b); however, City
Transportation Division staff did not require VCTC to comply with this provision.

Recommendation #4: The City Attorney should ensure that all management service agreements
that involve the collection of public funds should contain provisions that protect the City from
potential losses. If the terms and conditions of the existing agreement are not met, the City
should begin the termination process as specified in paragraph five of the agreement.

Response: This recommendation has always been followed by the City Attorney’s office
while drafting agreements that involve the collection of public funds and the appropriate
provisions were included in the VCTC agreement. As noted above, City Transportation
Division staff did not enforce those provisions. The City Attorney will continue to routinely







