CITY OF ESCALON

TRANSPORTATION DEVELOPMENT ACT AND
MEASURE K FUNDS NON-TRANSIT PURPOSES
AND TRANSIT ENTERPRISEFUNG

INDEPENDENT AUDITORS’ REPORT,
FUND FINANCIAL STATEMENTS,

FOR THE YEAR ENDED JUNE 30, 2020 R R S AN oo MATION,



CITY OF ESCALON
TRANSPORTATON DEVELOPMENT ACT AND MEASURE K FUNDS
NON-TRANSIT PURPOSES
AND TRANSIT ENTERPRISEFUND

INDEPENDENT AUDITORS’ REPORTS, FUND FINANCIAL STATEMENTS,
REQUIRED SUPPLEMENTARY INFORMATION, AND
COMPLIANCE REPORT

FOR THE FISCAL YEAR ENDED JUNE 30, 2020



CITY OF ESCALON
TRANSPORTATION DEVELOPMENT ACT AND MEASURE K FUNDS
NON-TRANSIT PURPOSES
AND TRANSIT ENTERPRISE FUND

INDEPENDENT AUDITORS’ REPORTS, FUND FINANCIAL STATEMENTS,
REQUIRED SUPPLEMENTARY INFORMATION, AND
COMPLIANCE REPORT
FOR THE FISCAL YEAR ENDED JUNE 30, 2020

TABLE OF CONTENTS

Page
Number

FINANCIAL SECTION
INDEPENDENT AUDITORS’ REPORT .....oooiitiiiiiie ettt etee e adia s aatba e ete e etee e eaaeeeteesaeeesnneeenbeeenns 1
FUND FINANCIAL STATEMENTS

Balance Sheets — Transportation Development Act and Measure K Funds

NON-TFANSIE PUMPOSES. ...ccci ittt aa e oo n e ettt e e e e e e et a e e e e e e e e e s s st aaeeeeaeeesansanneeeaaeeeaan 4

Statements of Revenues, Expenditures, and'Changes in Fund Balances —

Transportation Development Act and Measure K Funds

NON-TFANSIt PUMDOSES. ...cciiiiiiiiiiiiie et eee e e i afar e et e e e e e sttt e e e e e e s st aeeeeaaeeesannbaaeeeaaeeesanssnneeaaaeeaans 5

Statements of Net Position — Transit Enterprise FUN ... 6

Statements of Revenues, Expenses, and Changes in Net Position —

Transit ENerpriS€ FUNG ... oottt b e st et e et e e saeeesree e e 7

Statements of CashFlows — Transit Enterprise FuNd ... 8
Notes to the Fund Financial Statements......... ..o 9
REQUIRED SUPPLEMENTARY INFORMATION

Budgetary Comparison Schedule — Transportation Development Act Fund.............cccccoeviiieeeiinne.n. 16

Budgetary Comparison Schedule — Measure K FUNd ...........cccoooiiiiiiiiii e 17

Note to Required Supplementary INformation ..o 18
OTHER REPORTS

Independent Auditors’ Report on Internal Control Over Financial Reporting

and on Compliance and Other Matters Based on an Audit of the Fund Financial

Statements Performed in Accordance with Government Auditing Standards

and the Transportation DevelopmENt ACL ..........ooi i e 20

Independent Auditors’ Report on State ComplianCe ...........cccceiiieiii i 22



LS

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors
San Joaquin Council of Governments
Stockton, California

To the City Council
City of Escalon
Escalon, California

Report on the Financial Statements

We have audited the accompanying financial statements of the Transportation Development Act Fund
and Measure K Fund, allocated for non-transit purposes, and the Transit Enterprise Fund of the
City of Escalon, California, (the City) as of and for the year ended June 30, 2020, and the related notes to
the financial statements, as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and:maintenance of internal control relevant to the preparation and fair
presentation of financial statements that‘are free from material misstatement, whether due to fraud or
error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. 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. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial
statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions. )
ZZ PrimeGlobal

Lance, Soll & Lunghard, LLP 2151 River Plaza Dr., Suite 150 | Sacramento ,CA95833 | Phone: 916.503.9691
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To the Board of Directors To the City Council
San Joaquin Council of Governments City of Escalon
Stockton, California Escalon, California
Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the Transportation Development Act Fund and Measure K Fund, allocated
for non-transit purposes, and the Transit Enterprise Fund of the City of Escalon, California, as of
June 30, 2020, and the respective changes in financial position and, where applicable, cash flows thereof
for the year then ended in accordance with accounting principles generally accepted in the United States
of America.

Emphasis of Matter

As discussed in Note 2, these financial statements present only the Transportation Development
Act Fund and Measure K Fund, allocated for non-transit purposes, and the Transit Enterprise Fund and
do not purport to, and do not, present fairly the financial position of the City as of June 30, 2020, and the
changes in its financial position for the fiscal year then ended, in-accordance with accounting principles
generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States. of America require that the budgetary
comparison information be presented to supplement the basic financial statements. Such information,
although not 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. We have applied
certain limited procedures to the' required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion
or provide any assurance on the information because the limited procedures do not provide us with
sufficient evidence to express an opinion or provide any assurance.

Management has omitted the 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 not 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.

Prior Year Compatrative Information

The financial statements include prior-year comparative information. Such information does not include
all of the information required or sufficient detail to constitute a presentation in conformity with accounting
principles generally accepted in the United States of America. Accordingly, such information should be
read in conjunction with the government’s financial statements for the year ended June 30, 2019, from
which such partial information was derived.
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To the Board of Directors To the City Council
San Joaquin Council of Governments City of Escalon
Stockton, California Escalon, California

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
February 17, 2021, on our consideration of the City’s internal control over financial reporting, as it relates
to the Transportation Development Act Fund and Measure K Fund, allocated for non-transit purposes,
and the Transit Enterprise Fund, 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 solely to
describe the scope of our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on the effectiveness of the City’s internal control over
financial reporting or on compliance, as it relates to the Transportation Development Act Fund and
Measure K Fund, allocated for non-transit purposes, and the Transit Enterprise Fund. That report is an
integral part of an audit performed in accordance with Government Auditing Standards in considering
the City’s internal control over financial reporting and compliance as it relates to the Transportation
Development Act Fund and Measure K Fund, allocated for non-transit purposes, and the
Transit Enterprise Fund.

%,&%WW

Sacramento, California
February 17, 2021



CITY OF ESCALON

TRANSPORTATION DEVELOPMENT ACT AND MEASURE K FUNDS
NON-TRANSIT PURPOSES

BALANCE SHEET
FOR THE FISCAL YEAR ENDED JUNE 30, 2020, WITH COMPARATIVE TOTALS

Totals
Transportation
Development Measure K
Act Fund Fund 2020 2019
Assets:
Cash and cash equivalents $ 901,774  $ 1,606,444 $ 2,508,218 $ 1,895,881
Interest receivable 1,892 3,414 5,306 6,885
Taxes receivable 309,193 101,713 410,906 315,946
Total Assets $ 1,212,859 $ 1,711,571 $ 2,924,430 $ 2,218,712
Liabilities and Fund Balances:
Liabilities:
Accounts payable $ 250 % 84,826 % 85,076 $ 2,252
Total Liabilities 250 84,826 85,076 2,252
Fund Balances:
Restricted 1,212,609 1,626,745 2,839,354 2,216,460
Total Fund Balances 1,212,609 1,626,745 2,839,354 2,216,460
Total Liabilities and Fund Balances $ 1,212,859 $ 1,711,571  $ 2,924,430 $ 2,218,712

The accompanying notes are an integral part of these financial statements.
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CITY OF ESCALON

TRANSPORTATION DEVELOPMENT ACT AND MEASURE K FUNDS

NON-TRANSIT PURPOSES

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND BALANCES
FOR THE FISCAL YEAR ENDED JUNE 30, 2020, WITH COMPARATIVE TOTALS

Revenues:

Local Transportation Fund:
Streets and roads
Pedestrian and bicycle

Measure K Fund:

Local street repair
Pedestrian and bicycle
Smart growth

Investment earnings

Total Revenues

Expenditures:
Local street repair

Total Expenditures

Excess (Deficiency) of Revenues
Over (Under) Expenditures

Fund Balances:
Beginning of Year, as previously reported

Restatements
Beginning of Year, as restated

Fund Balances, End of Year

Totals
Transportation
Development Measure K
Act Fund Fund 2020 2019

$ 302,054 $ - $ 302,054 $ 234,798
7,139 - 7,139 6,148
- 300,000 300,000 384,747
- 26,713 26,713 -
- 27,768 27,768 -
27,000 47,685 74,685 66,927
336,193 402,166 738,359 692,620
125,093 151,574 276,667 1,377,871
125,093 151,574 276,667 1,377,871
211,100 250,592 461,692 (685,251)
840,307 1,376,153 2,216,460 2,901,711
161,202 - 161,202 -
1,001,509 1,376,153 2,377,662 2,901,711
$ 1,212,609 $ 1,626,745 $ 2,839,354 $ 2,216,460

The accompanying notes are an integral part of these financial statements.
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CITY OF ESCALON
TRANSIT ENTERPRISE FUND

STATEMENT OF NET POSITION
FOR THE FISCAL YEAR ENDED JUNE 30, 2020, WITH COMPARATIVE TOTALS

2020 2019
Assets:
Current Assets:
Cash and cash equivalents $ 74442 % -
Accounts receivable 2,391 7,098
Taxes receivable 51,563 57,743
Accrued interest receivable 204 96
Due from other agencies 1,215 185,684
Total Current Assets 129,815 250,621
Capital assets, net 144,525 182,176
Total Assets $ 274,340 $ 432,797
Liabilities and Net Position:
Liabilities:
Accounts payable $ 19,856 $ 12,559
Unearned revenues 2,797 1,276
Due to other funds - 65,203
Total Liabilities 22,653 79,038
Net Position:
Net investment in capital assets 144,525 182,176
Restricted net position 107,162 171,583
Total Net Position 251,687 353,759
Total Liabilities and Net Position $ 274,340 $ 432,797

The accompanying notes are an integral part of these financial statements.
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TRANSIT ENTERPRISE FUND

CITY OF ESCALON

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION
FOR THE FISCAL YEAR ENDED JUNE 30, 2020, WITH COMPARATIVE TOTALS

Operating Revenues:
Fares

Total Operating Revenues

Operating Expenses:
Operations
Administration
Depreciation

Total Operating Expenses
Operating Loss

Nonoperating Revenues:

Local transportation fund

Federal Transit Administration funds - operating
State Transit Assistance

Proposition 1B (PTMISEA)

Measure K

Other revenues

Total Nonoperating Revenues
Change in Net Position

Net Position, Beginning of Year
Net Position, End of Year

The accompanying notes are an integral part of these financial statements.
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2020 2019

$ 2033 $ 2,693
2,033 2,693

123,686 114,689

5,973 5,956

37,651 22,924
167,310 143,569
(165,277) (140,876)
46,330 54,499

- 41,299

3,531 21,268

- 144,469

- 40,000

13,344 9,216

63,205 310,751
(102,072) 169,875
353,759 183,884

$ 251,687 $ 353,759




CITY OF ESCALON
TRANSIT ENTERPRISE FUND

STATEMENT OF CASH FLOWS
FOR THE FISCAL YEAR ENDED JUNE 30, 2020, WITH COMPARATIVE TOTALS

2020 2019
Cash Flows from Operating Activities:
Cash receipts from customers $ 2033 $ 2,693
Cash payments to suppliers for goods and services (117,271) (153,437)
Net Cash Used for Operating Activities (115,238) (150,744)
Cash Flows from Noncapital Financing Activities:
Local transportation fund 55,754 -
Federal Transit Administration funds - 41,299
State Transit Assistance 948 18,685
Proposition 1B (PTMISEA) 179,879 690
Measure K 4,835 44,835
Other revenues 10,741 6,613
Cash received (repaid) from short-term interfund borrowing (65,203) 65,203
Net Cash Provided by Noncapital Financing Activities 186,954 177,325
Cash Flows from Capital and Related Financing Activities:
Payments for the acquisition of capital assets - (143,609)
Net Cash Used for Capital and Related Financing
Activities - (143,609)
Cash Flows from Investing Activities:
Interest received 2,726 2,738
Net Cash Provided by Investing Activities 2,726 2,738
Net Increase (Decrease) in Cashand Cash Equivalents 74,442 (114,290)
Cash and Cash Equivalents, Beginning of Year - 114,290
Cash and Cash Equivalents, End of Year $ 74,442 $ -

Reconciliation of Operating Loss to Net Cash Used for
Operating Activities:
Operating loss $ (165,277) $ (140,876)

Adjustments to reconcile operating loss to net cash used
by operating activities:

Depreciation 37,651 22,924
Increase (decrease) in accounts receivable 5,091 (5,821)
(Decrease) increase in accounts payable 7,297 (26,971)
Total Adjustments 50,039 (9,868)
Net Cash Used for Operating Activities $ (115,238) $ (150,744)

The accompanying notes are an integral part of these financial statements.
8



CITY OF ESCALON
TRANSPORATION DEVELOPMENT ACT AND MEASURE K FUNDS
NON-TRANSIT PURPOSES AND TRANSIT ENTERPRISE FUND

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2020

Note 1:

Note 2:

Organization

The City of Escalon (City) receives funds under the provisions of the
Transportation Development Act (TDA) from the San Joaquin County Local Transportation
Fund (LTF) under Article 8, Section 99400(c). The City’s Article 8 LTF funds are for the
support of public transportation systems as defined in the TDA. The City’'s State Transit
Assistance (STA) Bus Fund is used to account for TDA funds received by the City for public
transportation, which is reflected in these financial statements of the City Transit Enterprise
Fund.

The City receives funds under the provisions of the TDA from the San Joaquin County LTF
under Article 8, Section 99400(a) for local streets and roads projects, and Article 3,
Section 99234 for pedestrian and bicycle facilities. The funds provided under Article 8
represent amounts available after the determination <by the San Joaquin Council of
Governments, the transportation planning agency .administering TDA funds, of amounts
needed for local streets and roads of the City. The funds provided under Article 3, Section
99234 represent amounts set aside to be allocated for pedestrian and bicycle facilities within
the jurisdictions of San Joaquin County and represent up to 2% of the available funds
countywide. The City’s TDA Fund is used«to account for these funds received by the City
for non-transit purposes, which is reflected in these financial statements of the TDA Fund
allocated for non-transit purposes.

The City also receives funds from -an ordinance (Measure K) passed by
San Joaquin County voters resulting in a_sales tax increase of one-half of one percent for
transportation improvements: The San' Joaquin Council of Governments, acting as the Local
Transportation Authority;” oversees the collection and distribution of the sales tax in
accordance with the twenty-year transportation expenditure plan. The plan calls for street
repairs, safety and operationalimprovements on streets and roads, projects to reduce street
and highway congestion, and the promotion of passenger rail and bus services as an
alternative to travel by automobile. The City’s Measure K Fund is used to account for these
funds, whichdis reflected in these financial statements of the Measure K Fund.

The City contracts with San Joaquin Regional Transit District (RTD), who subcontracts with
MV  Transportation, Inc: (through April 28, 2018) and National Express Transit Corporation
(Effective April 29, 2018), for operation of eTrans, the City’s public transit service. The
City Transit Enterprise Fund is used to account for these transactions, which is reflected in
the financial statements of the Transit Enterprise Fund.

Summary of Significant Policies
a. Basis of Presentation

The financial statements of the TDA and Measure K Funds, allocated for non-transit
purposes, and Transit Enterprise Fund (collectively, the Funds) of the City have been
prepared in conformity with accounting principles generally accepted in the
United States of America as applied to government units. The Governmental Accounting
Standards Board (GASB) is the accepted standard-setting body for establishing
governmental accounting and financial reporting principles.



CITY OF ESCALON
TRANSPORATION DEVELOPMENT ACT AND MEASURE K FUNDS
NON-TRANSIT PURPOSES AND TRANSIT ENTERPRISE FUND

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2020

Note 2: Summary of Significant Policies (Continued)
b. Reporting Entity

The financial statements are intended to present the financial position, results of operations,
and cash flows of only transactions recorded in the Funds of the City and are not
intended to present fairly in the financial position of the City and changes in its financial
position and its cash flow in accordance with accounting principles generally accepted in
the United States of America.

c. Fund Accounting

The accounts of the City are organized on the basis of funds, each of which is considered
a separate accounting entity. The operations of each fund are accounted for with a
separate set of self- balancing accounts that comprise. its assets, liabilities, fund equity,
revenues, and expenditures or expenses as”appropriate. Government resources are
allocated to and accounted for in individual® funds based upon the purposes for which
they are to be spent and the means by which spending activities are controlled.

The TDA and Measure K Funds are governmental funds specifically categorized as
special revenue funds. Special revenue funds are used to account for the proceeds of
specific revenue sources that are legally restricted to expenditures for specified purposes.

The Transit Enterprise Fund is a proprietary fund specifically categorized as an
enterprise fund. Enterprise funds are used to account for activities similar to those found
in the private sector..The City uses an enterprise fund to account for its transit operations
because fees are charged to external users for services provided.

d. Measurement Focus and Basis of Accounting

The TDA Fund and Measure K Fund are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Under the modified
accrual basis of accounting, revenues are recognized when they become measurable
and available and expenditures are recognized when the fund liabilities are incurred.
“Measurable” means the amount of the transaction can be determined and “available”
means collectible within the current period or soon enough thereafter to be used to pay
liabilities of the current period. The City uses an availability period of 60 days. Revenues
that are susceptible to accrual include LTF allocations and interest income.

The Transit Enterprise Fund is classified as an enterprise fund using the flow of economic
resources measurement focus and the accrual basis of accounting, whereby revenues
are recorded when earned and expenses are recorded at the time liabilities are incurred.

Proprietary funds distinguish operating revenues and expenses from nonoperating items.
Operating revenues and expenses generally result from providing services and producing
and delivering goods in connection with a proprietary fund’s principal ongoing operations.
The principal operating revenues of the Transit Enterprise Fund are passenger fares.
Operating expenses include the cost of vehicle maintenance, administrative expenses,
and depreciation on capital assets and equipment. All revenues and expenses not
meeting this definition are reported as nonoperating revenues and expenses.

10



CITY OF ESCALON
TRANSPORATION DEVELOPMENT ACT AND MEASURE K FUNDS
NON-TRANSIT PURPOSES AND TRANSIT ENTERPRISE FUND

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

JUNE 30, 2020

Note 2: Summary of Significant Policies (Continued)

When both restricted and unrestricted resources are available for use, it is the City’s
policy to use restricted resources first, and then unrestricted resources as they are needed.

Cash and Equivalents

All City monies are invested in a cash and investments pool, whereby funds can spend
cash at any time without prior notice or penalty. Therefore, for purposes of the
statements of cash flows, all enterprise fund cash on hand and in the pool are considered
cash and cash equivalents.

Interfund Transactions

During the course of operations, numerous transactions occur between individual funds
for funding purposes. These receivables and payables are classified as “due from other
funds” or “due to other funds” on the balance sheets.

Capital Assets

All purchased capital assets are valued at cost where historical cost records are available
and at an estimated historical cost where no historical records exist.

The costs of normal maintenance and.repairs that do not add to the value of the asset
or materially extend asset lives are ‘not capitalized. Improvements are capitalized and
depreciated over the' remaining useful lives of the related capital assets, as applicable.

Depreciation of all capital assets in.the Transit Enterprise Fund is computed using the
straight-line  method over their estimated useful lives. The estimated useful life of
equipment.(bus) is.5 or 7 years depending on chassis of bus and minivan is 4 years
and the estimated useful life of leasehold improvements is 20 years.

Net Position/Fund Balance

The financial statements of the enterprise fund utilize a net position presentation. Net
position at June 30, 2020 is categorized as follows:

e Net Investment in Capital Assets — This category groups all capital assets into one
component of net position. Accumulated depreciation and the outstanding balances of
debt that are attributable to the acquisition, construction, or improvement of these
assets reduce the balance in this category.

e Restricted Net Position — This category presents amounts with external restrictions
imposed by creditors, grantors, contributors, or laws or regulations of other
governments and restrictions imposed by law through constitutional provisions or
enabling legislation.

11



CITY OF ESCALON
TRANSPORATION DEVELOPMENT ACT AND MEASURE K FUNDS
NON-TRANSIT PURPOSES AND TRANSIT ENTERPRISE FUND

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

JUNE 30, 2020

Note 2: Summary of Significant Policies (Continued)

The City follows the provisions of GASB Statement No. 54, Fund Balance Reporting
and Governmental Fund Type Definitions. Governmental funds report fund balance as
nonspendable, restricted, committed, assigned, or unassigned based primarily on the
extent to which the City is bound to honor constraints on how specific amounts can be
spent. At June 30, 2020, fund balance is categorized as follows:

e Restricted fund balance — amounts with constraints placed on their use that are
either (a) externally imposed by creditors, grantors, contributors, or laws or
regulations of other governments; or (b) imposed by law through constitutional
provisions or enabling legislation.

Minimum Fund Balance:
The City does not have a minimum fund balance policy.
Grants

Grant revenues and receivables are recorded when eligibility requirements, which have
been imposed by the provider, have been met. Grant sources include Federal Transit
Administration  (FTA), STA, and  LTF. The LTF and STA were created by the
State Legislature under the TDA.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of ‘America requires management to make estimates
and assumptions. These estimates and assumptions affect the reported amounts of
assets and liabilities at the date of the financial statements and the reported amounts
of revenues and expenditures/expenses during the reporting period. Actual results could
differ from these estimates.

Comparative Data

Comparative totals for the prior year have been presented in the accompanying financial
statements in order to provide an understanding of changes in financial position and
operations of the City’s Funds.

Contingencies

The City receives funding for specific purposes that are subject to review and audit by
the granting agencies funding source. Such audits could result in a request for
reimbursement for expenditures disallowed under terms and conditions of the contracts.
Management is of the opinion that no material liabilities will result from such potential
audits.

The City is party to claims and lawsuits arising in the ordinary course of business.
The City’'s management and legal counsel are of the opinion that the ultimate liability, if
any, arising from these claims will not have a material adverse impact on the financial
position of the Funds.

12



CITY OF ESCALON
TRANSPORATION DEVELOPMENT ACT AND MEASURE K FUNDS
NON-TRANSIT PURPOSES AND TRANSIT ENTERPRISE FUND

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2020

Note 3:

Note 4:

Note 5:

Cash and Equivalents

The cash and cash equivalents balances for the City’s Funds are held in the City’s cash and
investment pool. The City maintains a cash and investment pool in order to facilitate the
management of cash. Interest is allocated to its various funds based upon average cash
balances. Investments held in the City’s cash management pool are available on demand to
the City's Funds and are stated at fair value. Information regarding categorization of
investments can be found in the City’s financial statements.

Capital Assets

Balances Transfers and  Transfers and Balances
July 1, 2019 Additions Deletions June 30, 2020
Capital assets
Transit vehicles $ 280,820 $ - $ - $ 280,820
Building 142,346 - - 142,346
Improvements 10,971 - - 10,971
Total capital assets 434,137 - - $ 434,137
Less: accumulated depreciation (251,961) (37,651) - (289,612)
Total capital assets $ 182,176 $ (@37.651) $ - $ 144,525

Depreciation expense was $37,651 for the year ended June 30, 2020.
Performance Objectives

The City is required by the San doaguin Council of Governments to maintain three performance
objectives as a non-transit<operator claimant for the fiscal year ended June 30, 2020,
the cost per revenue hour, passenger per revenue hour, and subsidy per passenger. The
cost per revenue hour and subsidy per passenger are not to exceed thresholds while the
passenger.per revenue hour is a minimum threshold. For the fiscal year ended June 30, 2020,
the transit system’s performance was to meet two of the three criteria of having operating
costs less than $149.23 per hour, more than 2.0 passengers per hour, and less than $47.43
subsidy per passenger. The City met the operating costs and the subsidy per passenger
objectives for the fiscal year ended June 30, 2020.

13



CITY OF ESCALON
TRANSPORATION DEVELOPMENT ACT AND MEASURE K FUNDS
NON-TRANSIT PURPOSES AND TRANSIT ENTERPRISE FUND

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2020

Note 5:

Note 6:

Performance Objectives (Continued)

The calculation of the transit system’s performance objectives is as follows for the fiscal year
ended June 30, 2020:

2020

Factors in Determining Performance Measures:
Total Operating Costs $ 167,309
Less: Depreciation 37,651
Net TDA Operating Costs $ 129,658
Revenue Hours 1,519
Passengers 1,914
Fare Revenue $ 2,033
Federal Operating Revenue -
Local Operating Revenue (Measure K or General Fund) 18,577

Fare Revenue + Federal Operating Revenue +
Measure K Operating Revenue $ 20,610

Performance Measures:

Cost per Revenue Hour'" $ 85.36
Passenger per Revenue Hour® 1.26
Subsidy per Passenger® $ 56.97

Dcost per Revenue Hour is calculated as:
Net TDA Operating Costs./ Revenue Hour

(Z)Passengers per Revenue Hour is calculated as:
Passengers / Revenue Hour

(S)Subsidy per Passenger is calculated as:
Net Operating Cost - (Fare Revenue + Federal Operating Revenue + Measure K Operating Revenue)
Passengers

COVID-19 National Health Emergency — On March 11, 2020, the World Health Organization
declared the outbreak of coronavirus (COVID-19) a pandemic. In response, the State of
California issued a shelter in-place order and the temporary closure of all businesses deemed
to be nonessential. Accordingly, there will be a contraction of the national, state and City’s
economy, which will potentially result in a reduction and/or delay of the receipt of tax revenues,
as well as hinder certain other revenue generating operations of the City. Additionally, it may
negatively impact the ability of the City to collect on certain balances due from others. While
the City expects there to potentially be a negative financial impact, since the duration and
impact is unknown, management is unable to reasonably quantify the effect on future financial
statements.

Subsequent Events
Subsequent events have been evaluated through February 17, 2021, the date these financial

statements were available to be issued. The City did not identify any subsequent events that
require disclosure.

14
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CITY OF ESCALON
TRANSPORTATION DEVELOPMENT ACT FUND

BUDGETARY COMPARISON SCHEDULE
FOR THE FISCAL YEAR ENDED JUNE 30, 2020

Budgeted Amounts

Variance with

Original Final Actual Final Budget

Revenues:

Local Transportation Fund:

Streets and roads $ 185,000 $ 185,000 $ 302,054 $ 117,054
Pedestrian and bicycle 5,000 5,000 7,139 2,139

Investment earnings 10,000 10,000 27,000 17,000
Total Revenues 200,000 200,000 336,193 136,193

Expenditures:

Local street repair 563,500 563,500 125,093 (438,407)
Total Expenditures 563,500 563,500 125,093 (438,407)
Excess (Deficiency) of Revenues

Over (Under) Expenditures $ (363,500) % (363,500) 211,100 § 574,600

Fund Balances, Beginning of Year, As Restated 1,001,509

Fund Balances, End of Year $ 1,212,609

The accompanying notes are an integral part of these financial statements.
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CITY OF ESCALON

MEASURE K FUND

BUDGETARY COMPARISON SCHEDULE

FOR THE FISCAL YEAR ENDED JUNE 30, 2020

Revenues:

Measure K Fund:
Local street repair
Pedestrian and bicycle
Smart growth

Investment earnings

Total Revenues

Expenditures:
Local street repair

Total Expenditures

Excess of Revenues
Over Expenditures

Fund Balances, Beginning of Year
Fund Balances, End of Year

Budgeted Amounts

Variance with

Original Final Actual Final Budget
$ 300,000 300,000 300,000 $ -
- - 26,713 26,713
- - 27,768 27,768
13,500 13,500 47,685 34,185
313,500 313,500 402,166 88,666
177,500 297,000 151,574 (145,426)
177,500 297,000 151,574 (145,426)
$ 136,000 16,500 250,592 $ 234,092
1,376,153
1,626,745

The accompanying notes are an integral part of these financial statements.
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CITY OF ESCALON

TRANSPORATION DEVELOPMENT ACT AND MEASURE K FUNDS
NON-TRANSIT PURPOSES

AND TRANSIT ENTERPRISE FUND

NOTES TO REQUIRED SUPPLEMENTARY INFORMATION
JUNE 30, 2020

Note 1:

Budgetary Information

Annual budgets are adopted on a basis consistent with accounting principles generally
accepted in the United States of America for the Transportation Development Act Fund and
the Measure K Fund. All appropriations lapse at year-end. The appropriate budget is prepared
by department, function, and fund. The City Manager may make transfers of appropriations
between departments within a fund; however, any revisions that alter the total expenditures
of any fund must be approved by the City Council. The legal level of budgetary control is
the object level within a fund.
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL
OVER FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS AND THE TRANSPORTATION DEVELOPMENT ACT

To the Board of Directors
San Joaquin Council of Governments
Stockton, California

To the City Council
City of Escalon
Escalon, California

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits’ contained.in Government Auditing Standards
issued by the Comptroller General of the United States and the Transportation Development Act (TDA), the
financial statements of the TDA Fund and Measure K Fund, allocated for non-transit purposes, and the
Transit Enterprise Fund of the City of Escalon, California (the City), as of and for the year ended
June 30, 2020, and the related notes to the financial statements, which collectively comprise the City’s
basic financial statements, and have issued our report thereon dated February 17, 2021.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the City’s internal control
over financial reporting (internal control) relating to the TDA Fund and Measure K Fund, allocated for
non-transit purposes, and the Transit Enterprise Fund, as a basis for designing audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinions on the financial statements,
but not for the purpose of expressing an opinion on the effectiveness of the City’s internal control as it
relates to the TDA Fund and Measure K Fund, allocated for non-transit purposes, and the Transit Enterprise
Fund. Accordingly, we do not express an opinion on the effectiveness of the City’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management
or employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in
internal control, such that there is a reasonable possibility that a material misstatement of the entity’s
financial statements will not be prevented, or detected and corrected on a timely basis. A
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe
than a material weakness, yet important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or, significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses
may exist that have not been identified.
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To the Board of Directors To the City Council
San Joaquin Council of Governments City of Escalon
Stockton, California Escalon, California

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the TDA Fund and Measure K Fund, allocated
for non-transit purposes, and the Transit Enterprise Fund’s financial statements are free from material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts,
and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statements. Our audit was further made to determine that the City’s TDA and
Measure K Funds , allocated for non-transit purposes, and the Transit Enterprise Fund received by the City
were expended in conformance with applicable statues, rules, and regulations of the TDA, and the
allocation instructions and resolutions of the San Joaquin Council of Governments as required by Sections
6666 and 6667 of Title 21 of the California Code of Regulations. However, providing an opinion on
compliance with those provisions was not an objective of our audit, and accordingly, we do not express
such an opinion. The results of our tests disclosed no instances of noncompliance or other matters that are
required to be reported under Government Auditing Standards andthe TDA.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
relating to the TDA Fund and Measure K Fund, allocated for non-transit purposes, and the
Transit Enterprise Fund and the results of that testing, and notto provide an opinion on the effectiveness
of the entity’s internal control or on compliance relating to the TDA Fund and Measure K Fund, allocated
for non-transit purposes, and the Transit Enterprise Fund. This report is an integral part of an audit
performed in accordance with Government Auditing Standards in-considering the entity’s internal control
and compliance relating to the TDA Fund and Measure K Fund, allocated for non-transit purposes, and the
Transit Enterprise Fund. Accordingly, this.communication is not suitable for any other purpose.
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Sacramento, California
February 17, 2021
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INDEPENDENT AUDITORS’ REPORT ON STATE COMPLIANCE

To the Board of Directors
San Joaquin Council of Governments
Stockton, California

To the City Council
City of Escalon
Escalon, California

Report on Compliance with Transportation Development Act and Measure K Requirements

We have audited the City of Escalon, California (the City)’'s compliance with Transportation Development
Act (TDA) and Measure K requirements that funds allocated to.and received by the City were expended
in conformance with applicable statutes, rules, and regulations of the TDA and Measure K; and the
allocation instructions and resolutions of the San Joaquin Council of Governments as required by
Section 6666 of Title 21, Division 3, Chapter 2, Article 5.5 of the California Code of Regulations during the
year ended June 30, 2020.

Management’s Responsibility

Management is responsible for compliance with the requirements of laws, regulations, contracts, and
grants applicable to the statutes, rules, and regulations of the TDA and Measure K.

Auditor’s Responsibility

Our responsibility is to express an opinion on each of the City’s compliance requirements referred to
above. We have conducted-our-audit of compliance 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
noncompliance with the types of compliance requirements referred to above that could have a direct and
material effect on the TDA and Measure K Funds, allocated for non-transit purposes, and the
Transit Enterprise Fund. An audit includes examining, on a test basis, evidence about the City’s
compliance with those requirements and performing other procedures as we considered necessary in the
circumstances.

Opinion on Transportation Development Act and Measure K Compliance

In our opinion, the City complied, in all material respects, with the compliance requirements referred to
above that are applicable to the City for the year ended June 30, 2020.

Purpose of this Report

The purpose of this report on compliance is solely to describe the scope of our testing of compliance and
the results of that testing. Accordingly, this report is not suitable for any other purpose.
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Sacramento, California £ PrimeGlobal
February 17, 2021
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