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INDEPENDENT AUDITORS’ REPORT
To the Board of Directors
San Joaquin Council of Governments
Stockton, California
To the City Council
City of Tracy
Tracy, California
Report on the Financial Statements
Opinions
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 (the Funds) of the
City of Tracy, California, (the City) as of and for the year ended June 30, 2021, and the related notes to the
financial statements as listed in the table of contents.
In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the Funds of the City, as of June 30, 2021, 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.
Basis for Opinions
We conducted our audit in accordance with auditing standards generally accepted in the United States of
America (GAAS) and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Our responsibilities under those
standards are further described in the Auditor’s Responsibilities for the Audit of the Financial Statements
section of our report. We are required to be independent of the City and to meet our other ethical
responsibilities, in accordance with the relevant ethical requirements relating to our audits. We believe that
the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
Emphasis of Matter
As discussed in Note 1, these financial statements present only the Funds and do not purport to, and do
not, present fairly the financial position of the City as a whole, as of June 30, 2021, 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.

Lance, Soll & Lunghard, LLP

2151 River Plaza Dr., Suite 150

Sacramento , CA 95833

Phone: 916.503.9691

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

To the City Council
City of Tracy
Tracy, California

Responsibilities of Management 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; and for 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.
In preparing the financial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about the City’s ability to continue as a
going concern for twelve months beyond the date of the financial statements.
Auditor’s Responsibilities for the Audit of the Financial Statements
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes
our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and therefore
is not a guarantee that an audit conducted in accordance with GAAS and Government Auditing
Standards will always detect a material misstatement when it exists. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control. Misstatements are
considered material if, there is a substantial likelihood that, individually or in the aggregate, they would
influence the judgment made by a reasonable user based on the financial statements.
In performing an audit in accordance with GAAS and Government Auditing Standards, we:







Exercise professional judgment and maintain professional skepticism throughout the audit.
Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such procedures
include examining, on a test basis, evidence regarding the amounts and disclosures in the financial
statements.
Obtain an understanding of internal control relevant to the audit 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 City’s internal control. Accordingly, no such opinion is expressed.
Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.
Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about the City’s ability to continue as a going concern for a reasonable
period of time.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control-related matters
that we identified during the audit.
Other Reporting Responsibilities
Required Supplementary Information
Accounting principles generally accepted in the United States of America require that the budgetary
comparison information, the schedule of changes in net pension liability and related ratios, schedule of
pension contributions, and schedule of changes in total OPEB liability and related ratios be presented to
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To the Board of Directors
San Joaquin Council of Governments
Stockton, California

To the City Council
City of Tracy
Tracy, California

supplement the basic financial statements. Such information is the responsibility of management and,
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 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.
Report on Summarized Comparative Information
We have previously audited the Funds’ 2020 financial statements, and we expressed an unmodified audit
opinion on those audited financial statements in our report dated June 18, 2021. In our opinion, the
summarized comparative information presented herein as of and for the year ended June 30, 2020, is
consistent, in all material respects, with the audited financial statements from which it has been derived.
Other Reporting Required by Government Auditing Standards
In accordance with Government Auditing Standards, we have also issued our report dated
March 29, 2022 on our consideration of the City’s internal control over the Funds’ 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 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 the Funds’ financial reporting or on compliance. That report
is an integral part of an audit performed in accordance with Government Auditing Standards in
considering the City’s internal control over the Funds’ financial reporting and compliance.

Sacramento, California
March 29, 2022
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CITY OF TRACY
TRANSPORTATION DEVELOPMENT ACT AND MEASURE K FUNDS
NON-TRANSIT PURPOSES
BALANCE SHEET
JUNE 30, 2021, WITH COMPARATIVE TOTALS

Totals
Transportation
Development
Act Fund
Assets:
Cash and investments
Interest receivable
Due from other funds
Due from other agencies - local
Total Assets
Liabilities and Fund Balances:
Liabilities:
Accounts payable
Accrued liabilities
Unearned revenue

2021

2020

$

798,487
1,417
-

$

4,681,697
9,338
20,000
581,784

$

5,480,184
10,755
20,000
581,784

$

3,601,310
12,793
20,000
386,483

$

799,904

$

5,292,819

$

6,092,723

$

4,020,586

$

245
77,459

$

98,932
8,429
-

$

99,177
8,429
77,459

$

212,264
6,577
77,459

Total Liabilities
Fund Balance:
Restricted
Total Fund Balances
Total Liabilities and Fund Balances

Measure K
Fund

$

77,704

107,361

185,065

296,300

722,200

5,185,458

5,907,658

3,724,286

722,200

5,185,458

5,907,658

3,724,286

799,904

$

5,292,819

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

6,092,723

$

4,020,586

CITY OF TRACY
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, 2021, WITH COMPARATIVE TOTALS

Totals
Transportation
Development
Act Fund
Revenues:
Local Transportation Fund:
Streets and roads
Pedestrian and bicycle
Measure K Fund:
Local street repair
Congestion relief
Pedestrian and bicycle
Smart growth
Investment earnings

$

87,957

Measure K
Fund

$

2021

-

$

87,957

2020

$

75,000
-

(4,533)

2,009,868
366,192
12,975

2,009,868
366,192
8,442

1,610,306
2,315,927
20,000
12,589
87,432

83,424

2,389,035

2,472,459

4,121,254

Expenditures:
General government
Street and road maintenance
Capital outlay

69,731
88,690

82,875
269,884

152,606
358,574

119
8,438
4,685,041

Total Expenditures

158,421

352,759

511,180

4,693,598

Excess (Deficiency) of Revenues
Over (Under) Expenditures

(74,997)

2,036,276

1,961,279

122,093

100,000

222,093

-

122,093

100,000

222,093

-

Net Change in Fund Balances

47,096

2,136,276

2,183,372

Fund Balances, Beginning of Year

675,104

3,049,182

3,724,286

Total Revenues

Other Financing Sources:
Transfers in
Total Other Financing Sources

Fund Balances, End of Year

$

722,200

$

5,185,458

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

5,907,658

(572,344)

(572,344)
4,296,630
$

3,724,286

CITY OF TRACY
TRANSIT ENTERPRISE FUND
STATEMENT OF NET POSITION
JUNE 30, 2021, WITH COMPARATIVE TOTALS

2021
Assets:
Current Assets:
Cash and investments
Accrued interest receivable
Due from other agencies

$

Total Current Assets

6,239,901

2020

$

9,270
2,581
6,146,053

6,239,901

6,157,904

4,332,874
10,445,163

1,428,759
11,358,441

Total Noncurrent Assets

14,778,037

12,787,200

Total Assets

21,017,938

18,945,104

100,420
2,345

77,367
2,285

102,765

79,652

290,752
15,185
11,801
61,707
2,462,045

245,866
12,749
9,519
280,106
3,083,259

2,841,490

3,631,499

28,240
431,572
30,345

9,188
336,838
28,887

490,157

374,913

3,331,647

4,006,412

1,593
5,557

5,984
2,354

7,150

8,338

14,778,037
3,003,869

12,787,200
2,222,806

Noncurrent Assets:
Capital assets, not being depreciated
Capital assets, being depreciated

Deferred Outflows of Resources:
Related to pensions
Related to OPEB
Total Deferred Outflows of Resources
Liabilities:
Current Liabilities:
Accounts payable
Accrued liabilities
Compensated absences
Unearned revenues
Due to other funds
Total Current Liabilities
Noncurrent Liabilities:
Compensated absences
Net pension liability
Total OPEB liability
Total Noncurrent Liabilities
Total Liabilities
Deferred Inflows of Resources:
Related to pensions
Related to OPEB
Total Deferred Inflows of Resources
Net Position:
Invested in capital assets
Restricted net position
Total Net Position

$

The accompanying notes are an integral part of these financial statements.
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17,781,906

$

15,010,006

CITY OF TRACY
TRANSIT ENTERPRISE FUND
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION
FOR THE FISCAL YEAR ENDED JUNE 30, 2021, WITH COMPARATIVE TOTALS

2021
Operating Revenues:
Fares and other fees

$

Total Operating Revenues

62,390

2020
$

102,953

62,390

102,953

446,328
3,902,939
913,278

406,942
4,165,626
914,249

5,262,545

5,486,817

(5,200,155)

(5,383,864)

3,220,152
11,606
4,745,401
(6,614)
1,510
-

3,333,716
13,000
3,091,621
25,635
26,656
1,960

Total Nonoperating Revenues

7,972,055

6,492,588

Change in Net Position

2,771,900

1,108,724

15,010,006

13,901,282

Operating Expenses:
Administration
Transportation operations
Depreciation
Total Operating Expenses
Operating Loss
Nonoperating Revenues:
Local transportation funds
State Transit Assistance
Federal Transit Administration funds - operating
Interest
Other income
Gain on disposal of capital assets

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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17,781,906

$

15,010,006

CITY OF TRACY
TRANSIT ENTERPRISE FUND
STATEMENT OF CASH FLOWS
FOR THE FISCAL YEAR ENDED JUNE 30, 2021, WITH COMPARATIVE TOTALS

2021
Cash Flows from Operating Activities:
Cash receipts from users
Cash payments to suppliers and contractors
Cash payments to employees for services

$

Net Cash Used for Operating Activities
Cash Flows from Noncapital Financing Activities:
Operating grants and subsidies
Net payments to/(from) other City funds
Net Cash Provided by Noncapital Financing Activities
Cash Flows from Capital and Related Financing Activities:
Capital grants
Acquisition of capital assets
Gain on disposal of capital assets

2020

62,390
(3,784,530)
(424,190)

$

(4,146,330)

(4,424,187)

6,587,902
(621,214)

1,856,140
2,440,916

5,966,688

4,297,056

1,077,010
(2,904,115)
-

Net Cash Provided by (Used for) Capital and Related
Financing Activities

102,953
(4,161,021)
(366,119)

(1,533)
1,960

(1,827,105)

427

(2,523)

53,806

Net Cash Provided by Investing Activities

(2,523)

53,806

Net Increase (Decrease) in Cash and Cash Equivalents

(9,270)

(72,898)

9,270

82,168

Cash Flows from Investing Activities:
Interest

Cash and Cash Equivalents, Beginning of Year
Cash and Cash Equivalents, End of Year

$

Reconciliation of Operating Loss to Net Cash Used for
Operating Activities:
Operating loss
Adjustments to reconcile operating loss to net cash used
by operating activities:
Depreciation
Increase (decrease) in accounts payable
Increase (decrease) in accrued liabilities
Increase (decrease) in compensated absences
Change in pension related items
Change in OPEB related items

$

Total Adjustments
Net Cash Used for Operating Activities

$

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

(5,200,155)

$

$

9,270

(5,383,864)

913,278
44,886
2,436
21,334
67,290
4,601

914,249
4,605
2,644
5,674
30,774
1,731

1,053,825

959,677

(4,146,330)

$

(4,424,187)

CITY OF TRACY
TRANSPORTATION DEVELOPMENT ACT AND MEASURE K FUNDS
NON-TRANSIT PURPOSES AND TRANSIT ENTERPRISE FUND
NOTES TO FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2021
Note 1:

Summary of Significant Accounting Policies
The financial statements of the Transportation Development Act (TDA) and Measure K Funds,
allocated for non-transit purposes, and the Transit Enterprise Fund (collectively, the TDA
Funds) of the City of Tracy (the City) have been prepared in conformity with accounting
principles generally accepted in the United States of America as applied to governmental units.
The Governmental Accounting Standards Board (GASB) is the accepted standard- setting
body for establishing governmental accounting and financial reporting principles. Significant
accounting policies of the City are described below.
a. Reporting Entity
The City receives funds under the provisions of the TDA from the San Joaquin County
Local Transportation Fund (LTF) under Article 8, Section 99400 (a) for local streets and
road projects and Article 3, Section 99234 for pedestrian and bicycle facilities. The funds
provided under Article 8, Section 99400 (a) represents 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 represents 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 TDA 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 receives funds from an ordinance (Measure K) passed by San Joaquin County
voters resulting in sales tax increases 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 operational improvements 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 Proposition K Transportation Tax Fund is
used to account for these funds, which is reflected in these financial statements of the
Measure K Fund.
The City also receives funds under the provisions of the TDA from the San Joaquin County
LTF under Article 8, Section 99400(c) and (e) and State Transit Assistance (STA) under
Article 4, Section 6731(b) for contracted public transportation. The STA funds are to be
used for public transportation purposes only. The City’s Article 8 LTF funds are for the
support of public transportation systems as defined in the TDA. In addition to TDA funding,
the City receives revenues from Federal Transit Administration (FTA) grants as well as
County of San Joaquin operating assistance. The City’s Municipal Transit Fund is used to
account for TDA funds received by the City for contracted public transportation, which is
reflected in these financial statements of the Transit Enterprise Fund. The City provides
dial-a-ride transportation services for senior and handicapped citizens through contracts
with MV Transportation, Inc., and Yellow Cab of Tracy and provides transit services to the
general public through a contract with MV Transportation, Inc.
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CITY OF TRACY
TRANSPORTATION DEVELOPMENT ACT AND MEASURE K FUNDS
NON-TRANSIT PURPOSES AND TRANSIT ENTERPRISE FUND
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2021
Note 1:

Summary of Significant Accounting Policies (Continued)
The accompanying financial statements present only the TDA Funds of the City and are
not intended to present fairly the financial position, changes in financial position, or cash
flows of the City in conformity with accounting principles generally accepted in the
United States of America.
b. 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 Fund is a governmental fund specifically categorized as special revenue fund.
Special revenue funds are used to account for the proceeds of specific revenue sources
that are legally restricted to expenditures for specified purposes.
The Measure K Fund is a governmental fund specifically categorized as a special revenue
fund. 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.
c. Measurement Focus and Basis of Accounting
The TDA Fund and the 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 accrual basis of
accounting, whereby revenues are recorded when earned and expenses are recorded at
the time liabilities are incurred.
The Transit Enterprise Fund reports grant advances on its statement of net position. Grant
advances for this fund arise when potential revenue, designated for a specific purpose, has
been received prior to the eligibility requirements being met. In subsequent periods, when
the eligibility requirements have been met, the liability for grant advances is removed from
the statement of net position and revenue is recognized.

10

CITY OF TRACY
TRANSPORTATION DEVELOPMENT ACT AND MEASURE K FUNDS
NON-TRANSIT PURPOSES AND TRANSIT ENTERPRISE FUND
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2021
Note 1:

Summary of Significant Accounting Policies (Continued)
Under the provisions of GASB Statement No. 62, Codification on Accounting and Financial
Reporting Guidance Contained in Pre-November 30,1989 Financial Accounting Standards
Board (FASB) and American Institute of Certified Public Accountants (AICPA)
Pronouncements, the City applies all applicable GASB pronouncements for the
Transit Enterprise Fund as well as Financial Accounting Standards Board Statements and
Interpretations, Accounting Principles Board (APB) Opinions, and Accounting Research
Bulletins issued on or before November 30, 1989, unless those pronouncements conflict
with or contradict GASB Pronouncements.
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.
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.
d. Cash and Cash 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 statement
of cash flows, all enterprise fund cash on hand and in the pool (including restricted assets)
are considered cash and cash equivalents.
e. 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 sheet.
f.

Net Position/Fund Balance
The financial statements of the Transit Enterprise Fund utilize a net position presentation.
At June 30, 2021, net position is categorized as follows:


Invested in capital assets – This category groups all capital assets into one component
of net position. Accumulated depreciation of these assets reduce the balance in this
category.



Restricted – 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.
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CITY OF TRACY
TRANSPORTATION DEVELOPMENT ACT AND MEASURE K FUNDS
NON-TRANSIT PURPOSES AND TRANSIT ENTERPRISE FUND
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2021
Note 1:

Summary of Significant Accounting Policies (Continued)
The City follows the provisions of GASB Statement No., Fund Balance Reporting and
Governmental Fund Type Definitions. Accordingly, governmental funds report fund
balance as non-spendable, 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, 2021, fund balance is categorized as follows:


Restricted fund balance – amounts with constrains 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.

g. 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. Estimated useful lives of buildings
are 30 years, office furniture and equipment are 10 years, leasehold improvements
20 years, and vehicles are 5 years.
h. Grants
Grant revenues and receivables are recorded when eligibility requirements, which have
been imposed by the provider, have been met. Grant sources include FTA, STA, and LTF.
The LTF and STA were created by the State Legislature under the TDA.
i.

Risk Management
The City participates in various risk management programs, some of which relate to the
TDA Funds, and are reported in the financial statements of the City. The risk management
allocation is based on a percentage of each invoice from the Central San Joaquin Valley
Risk Management Authority: 15% to the TDA Fund and 10% to the Transit Enterprise Fund.

j.

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.
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CITY OF TRACY
TRANSPORTATION DEVELOPMENT ACT AND MEASURE K FUNDS
NON-TRANSIT PURPOSES AND TRANSIT ENTERPRISE FUND
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2021
Note 1:

Summary of Significant Accounting Policies (Continued)
k. 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.
l.

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 onion that the ultimate liability, if any,
arising from these claims will not have a material adverse impact on the financial position
of the funds

Note 2:

Cash and Investments
The cash and investment balances for the City’s TDA 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 TDA Funds and are stated at fair value. Information regarding categorization of
investments can be found in the City’s financial statements.

Note 3:

Capital Assets
Capital assets and accumulated depreciation at June 30, 2021, are as follows:

Land
Construction-in-progress
Building and improvements
Equipment

Balances
June 30, 2020
$ 1,427,226
1,533
16,108,639
4,171,428

Subtotal
Less: accumlated depreciation
Total capital assets

Additions
$

2,904,115
-

21,708,826
(8,921,626)

2,904,115
(913,278)

$ 12,787,200

$ 1,990,837
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-

Balances
June 30, 2021
$
1,427,226
2,905,648
16,108,639
4,171,428

-

24,612,941
(9,834,904)

Deletions
$

$

-

$

14,778,037

CITY OF TRACY
TRANSPORTATION DEVELOPMENT ACT AND MEASURE K FUNDS
NON-TRANSIT PURPOSES AND TRANSIT ENTERPRISE FUND
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2021
Note 4:

Performance Objectives
The City is required by the San Joaquin Council of Governments to maintain two of the three
established performance objectives as a transit operator claimant for the year ended
June 30, 2020: the cost 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 year ended June 30, 2021, the transit system’s
performance was to meet two of the three criteria of having operating cost of less than
$147.32 per hour; more than 4.80 passengers per hour; and less than $21.23 subsidy per
passenger. The City met 1 of the 3 performance objective requirements for the year ended
June 30, 2021. However, Assembly Bill No. 90 issued on June 29, 2020 by the California
Legislature waived the required fare revenue ratio requirement for fiscal years 2019-20 and
2020-21.
The calculation of the transit system’s performance objectives is as follows for the year ended
June 30, 2021:

Factors in Determining Performance Measures:
Total Operating Costs
Less TDA Eligible Exclusions
Depreciation
Net TDA Operating Cost

$

5,262,545
(913,278)

$

Revenue Hours
Passengers

4,349,267
28,727
66,231

Fare Revenue
Federal Operating Revenue
Fare Revenue + Federal, Measure K, and Other Operating Revenue
Performance Measures:
Cost per Revenue Hour(1)
Passengers per Revenue Hour(2)
Subsidy per Passenger(3)

$

62,390
4,745,401

$

4,807,791

$

151.40
2.31
9.05

$

(1)

Cost per Revenue Hour is calculated as:
Net TDA Operating Cost/Revenue Hour

(2)

Passengers per Revenue Hour is calculated as:
Passengers/Revenue Hour

(3)

Subsidy per Passenger is calculated as:
Net Operating Cost - (Fare Revenue + Federal Operating Revenue + Measure K Operating Revenue)
Passengers
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CITY OF TRACY
TRANSPORTATION DEVELOPMENT ACT AND MEASURE K FUNDS
NON-TRANSIT PURPOSES AND TRANSIT ENTERPRISE FUND
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2021
Note 5:

Pension Plan
a. Plan Description
All qualified permanent and probationary employees are eligible to participate in the City’s
separate Miscellaneous Plan (Plan), an agent multiple employer defined benefit pension
plan administered by the California Public Employees’ Retirement System (CalPERS),
which acts as a common investment and administrative agent for its participating member
employers. Benefit provisions under the Plan are established by State statue and City
resolution. CalPERS issues publicly available reports that include a full description of the
pension plans regarding benefit provisions, assumptions, and membership information that
can be found on the CalPERS website.
b. Benefits Provided
CalPERS provides service retirement and disability benefits, annual cost of living
adjustments, and death benefits to plan members, who must be public employees and
beneficiaries. Benefits are based on years of credited service, equal to one year of
full-time employment. Members with five years of total services are eligible to retire at age
50 with statutory reduced benefits. All members are eligible for non-duty disability benefits
after 10 years of service. The death benefit is one of the following: the Basic Death Benefit,
the 1957 Survivor Benefit, or the optional Settlement 2W Death Benefit. The cost of living
adjustments for the Plan are applied as specified by the California Public Employees’
Retirement Law. The Pension Reform Act of 2013 (PEPRA), Assembly Bill 340, is
applicable to employees new to CalPERS and hired after December 31, 2012.
The Plan’s provisions and benefits in effect at June 30, 2021 are summarized as follows:

Hire Date
Benefit Formula
Benefit Vesting Schedule
Benefit Payments
Retirement Age
Monthly Benefits, as a % of Eligible Compensation
Required Employee Contribution Rates
Required Employer Contribution Rates
Required UAL Contribution

Miscellaneous Plan
Classic Tier I
Classic Tier II
PEPRA
Prior to
After
On or after
October 9, 2011 October 9, 2011
January 1, 2013
2.5% @ 55
2.0% @55
2.0%@62
5 years service
5 years service
5 years service
monthly for life
monthly for life
monthly for life
50-55
50-63
52-67
2.0%-2.5%
1.426%-2.418%
1.0%-2.5%
8%
7%
6.25%
9.838%
9.838%
9.838%
$3,442,778 - Includes Transit Enterprise Fund employees

Beginning in fiscal year 2018, CalPERS collects employer contributions for the Plan as a
percentage of payroll for the normal cost portion as noted in the rates above and as a dollar
amount for contributions toward the unfunded accrued liability (UAL). The dollar amounts
are billed on an annual basis. The City’s required contributions for the UAL of the Plan was
$3,442,778, including Transit Enterprise Fund employees, in fiscal year 2021, as shown in
the table above.
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CITY OF TRACY
TRANSPORTATION DEVELOPMENT ACT AND MEASURE K FUNDS
NON-TRANSIT PURPOSES AND TRANSIT ENTERPRISE FUND
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2021
Note 5:

Pension Plan (Continued)
c. Employees Covered
At June 30, 2020, the most recent actuarial valuation available, the following employees
were covered by the benefit of the City's Plan:

Inactive employees or beneficiaries currently receiving benefits
Inactive employees entitled to but not yet receving benefits
Active Employees
Totals

Miscellaneous
Plan*
331
277
338
946

*Including the Transit Enterprise Fund employees

d. Contributions
Section 20814(c) of the California Public Employees’ Retirement Law requires that the
employer contribution rates for all public employers be determined on an annual basis by
the actuary and shall be effective on the July 1 following notice of a change in the rate.
Funding contributions for the Plan are determined annually on an actual basis as of
3June 30 by CalPERS. The actuarially determined rate is the estimated amount necessary
to finance the costs of benefits earned by employees during the year, with an additional
amount to finance any unfunded accrued liability. The City is required to contribute the
difference between the actuarially determined rate the contribution rate of employees.
The Transit Enterprise Fund’s contributions to the Plan during the measurement period
were $63,841, which were recognized as a reduction to the net pension liability for the
fiscal year ended June 30, 2021.
e. Net Pension Liability
For purposes of measuring the net pension liability, deferred outflows/inflows of resources
related to pensions, and pension expense, information about the fiduciary net position of
the Plan and additions to/deductions from the Plan’s fiduciary net position have been
determined on the same basis as they are reported by the CalPERS Financial Office. For
this purpose, benefit payments (including refunds of employee contributions) are
recognized when currently due and payable in accordance with the benefit terms.
Investments are reported at fair value.
The City’s net pension liability for the Plan is measured as the total pension liability, less
the pension plan’s fiduciary net position. The net pension liability of the Plan is measured
as of June 30, 2020, using an annual actuarial valuation as of June 30, 2019, rolled forward
to June 30, 2020, using standard update procedures. A summary of principal assumptions
and methods used to determine the net pension liability is shown below.
The net position liabilities are liquidated by the fund that has recorded the liability only when
matured. The long-term portion of the net pension liability is liquidated primarily by the
City’s General Fund.
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CITY OF TRACY
TRANSPORTATION DEVELOPMENT ACT AND MEASURE K FUNDS
NON-TRANSIT PURPOSES AND TRANSIT ENTERPRISE FUND
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2021
Note 5:

Pension Plan (Continued)
f.

Actuarial Assumptions
For the measurement period ended June 30, 2020, the total pension liability was
determined by rolling forward the June 30, 2019 total pension liability. The June 30, 2020
total pension liability was based on the following actuarial methods and assumptions:
Miscellaneous Plan (1)
June 30, 2019
June 30, 2020
Entry-Age Normal Cost Method

Valuation Date
Measurement Date
Actuarial Cost Method
Actuarial Assumptions:
Discount Rate
Inflation

7.15%
2.63%
2.88%

Payroll Growth
Projected Salary Increase
Investment Rate of Return

3.2% - 12.2%
7.25% (3)

(2)

Derived using CalPERS Membership Data for all Funds

Mortality
Post Retirement Benefit Increase

(4)

Contract cost of living adjustment (COLA) up to 2.75% until
Purchasing Power Protection Allowance Floor on Purchasing
Power applies, 2.75% therafter.

(1)

Actuarial assumptions are the same for all benefit tiers (Classic Tier I, Classic Tier II, and PEPRA)
Depending on age, service, and type of employment
(3)
Net of pension plan investment expenses, including inflation
(4)
The mortality table used was developed based on the CalPERS' specific data. The table includes 20 years of
projected mortality improvements using Society of Actuaries Scale BB. For more details on the table, please refer
to the CalPERS 2017 experience study report available on CalPERS' website.
(2)

g. Discount Rate
The discount rate used to measure the total pension liability was 7.15% for the Plan. The
projection of cash flows used to determine the discount rate assumed that contributions
from plan members will be made at the current member contribution rates and that
contributions from employers will be made at statutorily required rates, actuarially
determined. Based on those assumptions, the Plan’s fiduciary net position was projected
to be available to make all projected future benefit payments of current plan members.
Therefore, the long-term expected rate of return on plan investments was applied to all
periods of projected benefit payments to determine the total pension liability.
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CITY OF TRACY
TRANSPORTATION DEVELOPMENT ACT AND MEASURE K FUNDS
NON-TRANSIT PURPOSES AND TRANSIT ENTERPRISE FUND
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2021
Note 5:

Pension Plan (Continued)
h. Long-Term Expected Rate of Return
The long-term expected rate of return on pension plan investments was determined using
a building-block method in which expected future real rates of return (expected returns, net
of pension plan investment expense and inflation) are developed for each major asset
class.
In determining the long-term expected rate of return, CalPERS took into account both
short-term and long-term market return expectations as well as the expected pension fund
cash flows. Using historical returns of all the funds’ asset classes, expected compound
returns were calculated over the short-term (first 10 years) and the long-term (11-60 years)
using a building-block approach. Using the expected nominal returns for both short-term
and long-term, the present value of benefits was calculated for each fund. The expected
rate of return was set by calculating the single equivalent expected return that arrived at
the same present value of benefits for cash flows as the one calculated using both
short-term and long-term returns. The expected rate of return was then set equivalent to
the single equivalent rate calculated above and rounded down to the nearest one quarter
of one percent.
The table below reflects the long-term expected real rate of return by asset class. The rate
of return was calculated using the capital market assumptions applied to determine the
discount rate and asset allocation. These rates of return are net of administrative expenses.

Asset Class
Global Equity
Global Fixed Income
Inflation Sensitive
Private Equity
Real Assets
Liquidity
Total

New Strategic
Allocation
50.00%
28.00%
0.00%
8.00%
13.00%
1.00%
100.00%

Real Return
Years 1-10(a)
4.80%
1.00%
0.77%
6.30%
3.75%
0.00%

(a) An expected inflation of 2.0% used for this period.
(b) An expected inflation of 2.92% used for this period.
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Real Return
Years 11+ (b)
5.98%
2.62%
1.81%
7.23%
4.93%
-0.92%

CITY OF TRACY
TRANSPORTATION DEVELOPMENT ACT AND MEASURE K FUNDS
NON-TRANSIT PURPOSES AND TRANSIT ENTERPRISE FUND
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2021
Note 5:

Pension Plan (Continued)
i.

Changes in the Net Pension Liability
The changes in the net pension liability for the Transit Enterprise Fund follow:
Miscellaneous Plan:
Total Pension
Liability

Balance at June 30, 2019 (Measurement Date)
Changes in the Year:
Service Cost
Interest on the Total Pension Liability
Differences Between Actual and Expected Experience
Contribution- Employer
Contribution- Employee
Net Investment Income
Other changes in allocation factors
Other
Benefit Payments, Including Refunds of Employee

$

Contributions
Net Changes
Balance at June 30, 2020 (Measurement Date)

j.

$

1,344,975

Increase (Decrease)
Plan Fiduciary
Net Plan
Net Position
Liability(Asset)
$

1,008,137

85,337
227,979
67,702
(21,933)
-

108,234
39,210
120,257
(3,350)

(135,792)

(135,792)

223,293

128,559

1,568,268

$

1,136,696

$

336,838
85,337
227,979
67,702
(108,234)
(39,210)
(120,257)
(21,933)
3,350
94,734

$

431,572

Sensitivity of the Net Position Liability to Changes in the Discount Rate
The following presents the net pension liability of the Transit Enterprise Fund, calculated
using the discount rate for the Plan, as well as the Transit Enterprise Fund’s net pension
liability would be if it were calculated using a discount rate that is 1-percentage point lower
or 1-percentage point higher than the current rate:
Transit Enterprise
Fund
1% Decrease
Net Pension Liability

$

6.15%
653,644

Current Discount Rate
Net Pension Liability

$

7.15%
431,572

1% Increase
Net Pension Liability

$

8.15%
247,719
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CITY OF TRACY
TRANSPORTATION DEVELOPMENT ACT AND MEASURE K FUNDS
NON-TRANSIT PURPOSES AND TRANSIT ENTERPRISE FUND
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2021
Note 5:

Pension Plan (Continued)
k. Pension Plan Fiduciary Net Pension
Detailed information about the pension plan’s fiduciary net position is available in the
separately issued CalPERS financial reports.
l.

Pension Expense and Deferred Outflows/Inflows of Resources Related to Pensions
For the year ended June 30, 2021, the Transit Enterprise Fund recognized pension
expense of $67,290. At June 30, 2021, the Transit Enterprise Fund reported deferred
outflows of resources and deferred inflows or resources related to pensions from the
following sources:
Total Enterprise Fund
Deferred Outflows of
Resources

Defererred Inflows of
Resources

Pension Contributions Subsequent to Measurement Date
Differences Between Actual and Expected Experience
Changes in Assumptions
Net Differences Between Projected and Actual Earnings
on Plan Investments

$

$

Total

$

56,427
34,460
-

(1,593)

9,533
100,420

$

(1,593)

The $56,427 reported as deferred outflows of resources related to contributions
subsequent to the measurement date will be recognized as a reduction of the net pension
liability in the year ending June 30, 2022. Other amounts reported as deferred outflows of
resources and deferred inflows of resources related to pensions will be recognized as
pension expense as follows:
Year Ended
June 30
2022
2023
2024
2025
Total

20

Transit Enterprise
Fund
$
8,473
14,783
14,275
4,869
$
42,400

CITY OF TRACY
TRANSPORTATION DEVELOPMENT ACT AND MEASURE K FUNDS
NON-TRANSIT PURPOSES AND TRANSIT ENTERPRISE FUND
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2021
Note 6:

Post-Employment Benefits Other Than Pensions
a. Plan Description
The City administers a single employer defined benefit (implicit subsidy) healthcare plan.
No Assets have been accumulated in a trust for the payment of benefits that meets the
criteria in paragraph 4 of the GASB Statement No. 75.
The City offers medical, dental, vision, and life insurance benefits to its employees, retirees,
and their dependents. However, the City does not explicitly pay for the cost of retiree health
premiums. The medical plans consist of two HealthNet HMO options, a HealthNet PPO
and a HealthNet High Deductible Health Plan(HDHP), and Kaiser HMO, all fully insured.
Medical premiums for retirees under age 65 are the same as those charged for active
employees.
Employees who retiree with at least ten years of service may elect to covert all accrued
sick leave at the time of retirement to a medical insurance bank that can be used for
medical, dental, and vision premiums. Miscellaneous employees, except members of the
Teamsters Bargaining Unit, can bank their unused sick leave upon retirement. Members
of the Teamsters can also bank their unused sick leave only if they have at least ten
(10) years of employment with the City. The value of the medical insurance bank is
determined by multiplying the number of accrued sick leave hours by the employees’ hours
rate of pay at the time of retirement.
The retired employee and his/her dependents are entitled to continued group health
insurance coverage currently in effect with premiums for such coverage being deducted
from the medical leave bank until the bank is exhausted.
The cost of retiree health care benefits is recognized as an expenditure as health care
premiums are paid. For the fiscal year ended June 30, 2021, these costs for 86 retirees,
including the Transit Enterprise Fund retirees, totaled $602,580 and the total liability
amount in the medical leave bank is $3,926,836.
After the account is exhausted, the retiree has the option to either terminate coverage or
elect to continue paying the medical (but not dental or vision) premiums with personal
funds. Spouses and eligible dependent children of retirees may also be covered at the
retiree’s expense. While the City does not directly contribute towards the cost of premiums
for retirees, the ability to obtain coverage at an active employee rate constitutes a
significant economic benefit to the retirees, called an “implicit subsidy” under accounting
principles generally accepted in the United States of America. The inclusion of the retirees
increases the City’s overall health insurance rates; it is, in part, the purpose of this valuation
to determine the amount of the subsidy.
The ability to participate in the City’s health plan by self-paying the premiums extends for
the lifetime of the retiree; however, upon attaining the age of Medicare eligibility (65), the
retiree may enter a plan coordinated with Medicare. Standard actuarial practice assumes
that Medicare supplement planes do not generally give rise to an implicit subsidy, and while
the City has included Medicare eligible retirees in this valuation, both their liability and their
annual implicit subsidy are both $0.
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TRANSPORTATION DEVELOPMENT ACT AND MEASURE K FUNDS
NON-TRANSIT PURPOSES AND TRANSIT ENTERPRISE FUND
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2021
Note 6:

Post-Employment Benefits Other Than Pensions (Continued)
The Plan does not issue a separate financial report.
Membership in the Plan consist of the following at June 30, 2020, the date of the latest
actuarial valuation:
Miscellaneous
Plan*
320
0
18

Active Employees
Transferred and terminated employees
Retired employees and be
Totals

338

*Including the Transit Enterprise Fund employees

b. Funding Policy
The Contribution requirement of plan members of the City are established and may be
amended by the City. The required contribution is based on projected pay-as-you-go
financing requirements.
c. Actuarial Methods and Assumptions
Projections of benefits for financial reporting purposes are based on the substantive plan
(the plan as understood by the employer and the plan members) and includes the types of
benefits provided at the time of each valuation and the historical pattern of sharing of
benefit costs between the employer and plan members to that point. The actuarial methods
and assumptions used include techniques that are designed to reduce the effects of
short-term volatility in actuarial accrued liabilities and the actuarial value of assets,
consistent with the long-term perspective of the calculations.
The June 30, 2020 total OPEB liability was based on the following actuarial methods and
assumptions:
Valuation Date
Measurement Date
Actuarial Cost Method
Actuarial Assumptions:
Discount Rate
Inflation

June 30, 2020
June 30, 2020
Entry-Age Normal Cost Method

Payroll Growth

3.00%

2.66%
2.50%
An annual healthcare cost trend rate of
5.7% initially reduced by decrements to an
ultimate of 4.0% in 2076.
Macleod Watts Scale 2020 (1)

Healthcare Trend
Mortality

(1)
The probabilities of mortality are based on the 2017 CalPERS Experience Study for the period from 1997 to
2011. Pre-retirement and Post-retirement mortality rates include 15 years of projected mortality improvement using
Scale AA published by the Society of Actuaries.
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Note 6:

Post-Employment Benefits Other Than Pensions (Continued)
Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts
and assumptions about the probability of occurrence of events far into the future. Examples
include assumptions about future employment, mortality, and the healthcare cost trend.
Actuarially determined amounts are subject to revision at least biannually as results are
compared to past expectations and new estimates are made about the future.
d. Change in Assumptions
The discount rate decreased from 2.79% at June 30, 2020 to 2.66% at June 30, 2021.
e. Discount Rate
The discount rate used to measure the total OPEB liability was 2.66% The City’s funding
policy affects the calculation of liabilities by choosing the discount rate that is used to
develop the plan liability and expense. The City is currently financing its OPEB liability on
a pay-as-you-go basis. The discount rate used in the June 30, 2020 valuation is based on
the S&P Municipal Bond 20-year high grade index.
f.

Changes in Total OPEB Liability

Balance at June 30, 2019 (Measurement Date)
Changes Recognized for the Measurement Period:
Service Cost
Interest on the total OPEB Liability
Differences Between Expected and Actual Experience
Changes in Assumptions
Benefit Payments and Refunds
Net Changes
Balance at June 30, 2020 (Measurement Date)

Increase (Decrease)
Total OPEB Liability
$
28,887

$

(2,049)
(903)
1,646
1,797
967
1,458
30,345

g. Sensitivity of the Total OPEB Liability to Changes in the Discount Rate
The following presents the total OPEB Liability of the Transit Enterprise Fund, calculated
using the discount rate, as well as what the Transit Enterprise Fund’s total OPEB liability
would be if it were calculated using a discount rate that is 1-percentage point lower and
1 percentage point higher than the current rate:
Discount Rate -1%
(1.66%)
$
331,127

Total OPEB Liability
Current Discount
Rate (2.66%)
$
30,345
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Discount Rate
+1% (3.66%)
$
27,800
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2021
Note 6:

Post-Employment Benefits Other Than Pensions (Continued)
h. Sensitivity of the Total OPEB Liability to Changes in the Health Care Cost Trend Rate
The following presents the total OPEB liability of the Transit Enterprise Fund, calculated
using the healthcare cost trend rates, as well as what the Transit Enterprise Fund’s total
OPEB liability would be if it were calculated using healthcare cost trend rates that are
1-precentage point lower and 1-percentage point higher than the current rates:
Total OPEB Liability
Current Healthcare
Cost Trend Rates
$
30,345

Healthcare Cost
Trend Rates -1%
$
27,483

i.

Healthcare Cost
Trend Rates +1%
$
33,782

Deferred Outflows and Inflows of Resources
The components of deferred outflows of resources and deferred inflows of resources
related to OPEB at the measurement date, were as follows:
Total Enterprise Fund
Deferred Outflows of
Resources

Defererred Inflows
of Resources

OPEB Contributions Subsequent to Measurement Date
Differences Between Actual and Expected Experience
Changes in Assumptions

$

1,008
944
393

$

(1,549)
(4,008)

Total

$

2,345

$

(5,557)

$1,008 reported as deferred outflows of resources related to contributions subsequent to
the measurement date will be recognized as a reduction of the total OPEB liability in the
year ended June 30, 2022. Amounts reported as deferred outflows of resources and
deferred inflows of resources related to OPEB will be recognized as future OPEB expense
as follows:
Year Ended
June 30
2022
2023
2024
2025
2026
Thereafter
Total
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Annual
Amortization
$
(488)
(488)
(488)
(488)
(488)
(1,780)
$
(4,220)

CITY OF TRACY
TRANSPORTATION DEVELOPMENT ACT AND MEASURE K FUNDS
NON-TRANSIT PURPOSES AND TRANSIT ENTERPRISE FUND
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2021
Note 7:

Subsequent Events
American Rescue Plan Act – On March, 2021, the American Rescue Plan Act was signed into
delivering $65 billion of direct and flexible aid to cities and towns across the nation to provide
substantial flexibility for each government to meet local needs— including support for
households, small businesses, impacted industries, essential workers, and the communities
hardest hit by the crisis. Based on the City’s population, the City was allocated $14,798,549
and received in two installments starting July 2021.
All other subsequent events have been evaluated through March 29, 2022, the date these
financial statements were available to be issued.
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CITY OF TRACY
TRANSIT ENTERPRISE FUND
SCHEDULE OF CHANGES IN NET PENSION LIABILITY AND RELATED RATIOS
AS OF JUNE 30, FOR THE LAST TEN FISCAL YEARS (1)

2015
TOTAL PENSION LIABILITY
Service Cost
Interest
Other changes in allocation factors
Difference between Expected and Actual Experience
Changes in Assumptions
Benefit Payments, Including
Refunds of Employee Contributions
Net Change in Total Pension Liability
Total Pension Liability - Beginning
Total Pension Liability - Ending (a)
PLAN FIDUCIARY NET POSITION
Contributions - Employer
Contributions - Employee
Plan to Plan Resource Movement
Net Investment Income
Benefit Payments, Including
Refunds of Employee Contributions
Administrative Expense
Other Miscellaneous Income/(Expense)
Net Change in Fiduciary Net Position
Plan Fiduciary Net Position - Beginning
Plan Fiduciary Net Position - Ending (b)
Plan Net Pension Liability/(Assets) - Ending (a) - (b)

$

$
$

Plan Net Pension Liability/(Asset) as a Percentage of Covered Payroll

(35,650)
58,775
941,998
1,000,773
21,641
11,013
114,468

$

(35,650)
111,472
658,779
770,251

$

230,522

$

153,329

Plan Fiduciary Net Position as a Percentage of the Total Pension
Liability
Covered Payroll

24,204
70,221
-

2016

$

$
$

23,140
72,246
(28,737)
(18,089)
(38,439)
10,121
1,000,773
1,010,894
22,347
10,771
68
17,063

$

(38,439)
(441)
11,369
770,251
781,620

$

229,274

$

152,253

76.97%

2017

$

$
$

150.59%

(40,245)
38,165
1,010,894
1,049,059
28,148
11,869
3,957

$

(40,245)
(482)
3,247
781,620
784,867

$

264,192

$

156,912

77.32%

150.34%

23,633
79,247
(24,470)
-

2018

$

$
$

(51,736)
155,816
1,049,059
1,204,875
36,794
14,750
104,479

$

(51,736)
(1,373)
102,914
784,867
887,781

$

317,094

$

166,164

74.82%

168.37%

33,776
93,663
669
79,444

2019

$

$
$

(43,047)
49,922
1,204,875
1,254,797
26,407
11,176
207
60,557

$

(43,047)
(1,100)
(2,089)
52,111
887,781
939,892

$

314,905

$

227,900

73.68%

190.83%

24,035
67,588
9,133
(7,787)

2020

$

$
$

(56,370)
90,178
1,254,797
1,344,975
41,535
16,597
67,205

$

$
$

85,337
227,979
(21,933)
67,702
(135,792)
223,293
1,344,975
1,568,268
108,234
39,210
120,257

$

(56,370)
(720)
(2)
68,245
939,892
1,008,137

$

(135,792)
(3,350)
128,559
1,008,137
1,136,696

$

336,838

$

431,572

$

369,337

$

298,377

74.90%

138.18%

34,621
96,432
15,495
-

2021

72.48%

74.96%

91.20%

144.64%

(1) Historical information is required only for measurement years for which GASB 68 is applicable. Fiscal Year 2015 was the first year of implementation, therefore only seven years are shown.
Notes to Schedule:
Benefit Changes:
There were no changes to benefit terms. However, the figures above do not include any liability impact that may have resulted from plan changes which occurred after the measurement dates. This applies for
voluntary benefit changes as well as any offers of Two Years Additional Service Credit (a.k.a. Golden Handshakes).

Changes of Assumptions:
There were no changes in 2020 or 2019. In 2018, demographic assumptions and inflation rate were changed in accordance to the CalPERS Experience Study and Review of Actuarial Assumptions
December 2017. There were no changes in the discount rate in 2018. In 2017, the accounting discount rate reduced from 7.65 percent to 7.15 percent. In 2016, there were no changes. In 2015, amounts
reported reflect an adjustment of the discount rate from 7.5 percent (net of administrative expense) to 7.65 percent (without a reduction for pension plan administrative expense.) In 2014, amount reported
were based on the 7.5 percent discount rate.
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CITY OF TRACY
TRANSIT ENTERPRISE FUND
SCHEDULE OF PENSION CONTRIBUTIONS
AS OF JUNE 30, FOR THE LAST TEN FISCAL YEARS (1)

2015
Actuarially Determined Contribution
Contribution in Relation to the Actuarially Determined Contribution
Contribution Deficiency (Excess)
Covered Payroll

$
$

22,347
(22,347)
-

$

152,253

Contributions as a Percentage of Covered Payroll

14.68%

2016
$

2017

$

28,148
(28,148)
-

$

156,912
17.94%

$
$

36,794
(36,794)
-

$

166,164
22.14%

2018
$
$

37,377
(37,377)
-

$

227,900
16.40%

2019
$
$

56,728
(56,728)
-

$

369,337
15.36%

2020
$

2021

$

63,841
(63,841)
-

$
$

56,427
(56,427)
-

$

298,377

$

266,185

21.40%

(1) Historical information is required only for measurement for which GASB 68 is applicable. Fiscal Year 2015 was the first year of implementation, therefore only seven years are shown.
Note to Schedule:
Valuation Date:

June 30, 2019

Methods and assumptions used to determine contribution rates:
Actuarial Cost Method
Entry Age Normal Cost Method
Amortization method
Level percentage of pay, a summary of the current policy is provided in the table below:

Driver
Amortization Period
Escalation Rate
- Active Plans
- Inactive Plans
Ramp Up
Ramp Down

Source
(Gain)/Loss
Assumption/
Investment
Non-investment Method Change Benefit Change
30 years
30 Years
20 Years
20 Years
2.875%
0%

2.875%
0%

2.875%
0%

5
5

5
5

5
5

2.875%
0%
0
0

Golden
Handshake
5 Years
2.875%
0%
0
0

Asset valuation method
Inflation
Payroll Growth
Projected Salary Increases
Investment Rate of Return
Retirement Age

Direct rate smoothing
2.63%
2.88%
Varies by Entry Age and Service
7.25% (net of pension plan investment and administrative expenses, includes inflation)
All other actuarial assumptions used in the June 30, 2019 valuation were based on the results of an actuarial
experience study for the period from 1997 to 2015, including updates to salary increase, mortality and
retirement rates. The Experience Study report may be accessed on the CalPERS website at
www.calpers.ca.gov under Forms and Publications.

Mortality

The mortality table used was developed based on CalPERS’ specific data. The table includes 15 years of
mortality improvements using 90 percent of Society of Actuaries' Scale 2016. For more details on this table,
please refer to the 2017 experience study report.
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21.20%

CITY OF TRACY
TRANSIT ENTERPRISE FUND
SCHEDULE OF CHANGES IN THE TOTAL OPEB LIABILITY AND RELATED RATIOS
AS OF JUNE 30, FOR THE LAST TEN FISCAL YEARS (1)
2018
Total OPEB Liability
Service cost
Interest on the total OPEB liability
Actual and expected experience difference
Changes in assumptions
Benefit payments

$

Net change in total OPEB liability
Total OPEB liability - beginning
Total OPEB liability - ending (a)
Covered-employee payroll
Total OPEB Liability as a percentage of covered-employee payroll

2019

1,478
662
(1,440)
(597)

$

2020

1,383
828
1,190
(1,701)
(757)

$

1,972
912
478
(924)

2021
$

(2,049)
(903)
1,646
1,797
967

103

943

2,438

1,458

$

25,403
25,506

$

25,506
26,449

$

26,449
28,887

$

28,887
30,345

$

103,190

$

192,556

$

180,037

$

193,663

24.72%

13.74%

16.05%

15.67%

(1) Historical information is required only for the measurement periods for which GASB 75 is applicable. Fiscal Year 2018 was the first year of implementation. Future
years' information will be displayed up to 10 years as information becomes available.

Notes to Schedule:
Changes in assumptions: In 2021 the discount rate was changed from 2.79% to 2.66%. In 2020 the discount rate was changed from 2.98% to 2.79%. In 2019 the
discount rate was changed from 3.13% to 2.98%.
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CITY OF TRACY
TRANSPORTATION DEVELOPMENT ACT FUND
BUDGETARY COMPARISON SCHEDULE
FOR THE FISCAL YEAR ENDED JUNE 30, 2021

Budgeted Amounts
Original
Revenues:
Local Transportation Fund:
Streets and roads
Pedestrian and bicycle
Investment earnings
Transfers in

$

Total Revenues

Final

70,500
11,374
-

$

70,500
11,374
-

Actual

$

87,957
(4,533)
122,093

Variance with
Final Budget

$

(70,500)
(15,907)
122,093

81,874

81,874

205,517

35,686

Expenditures:
General government
Street and road maintenance
Capital outlay

69,731
444
22,269

69,731
444
104,992

69,731
88,690

444
16,302

Total Expenditures

92,444

175,167

158,421

16,746

(93,293)

47,096

Deficiency of Revenues
Under Expenditures

$

(10,570)

$

Fund Balances, Beginning of Year

675,104

Fund Balances, End of Year

See Notes to Required Supplementary Information.

$

30

722,200

$

18,940

CITY OF TRACY
MEASURE K FUND
BUDGETARY COMPARISON SCHEDULE
FOR THE FISCAL YEAR ENDED JUNE 30, 2021

Budgeted Amounts
Original
Revenues:
Measure K Fund:
Local street repair
Congestion relief
Transfers In
Investment earnings

$

Final

1,203,226
1,291,624
10,704

$

1,203,226
1,291,624
10,704

Actual

$

2,009,868
366,192
100,000
12,975

Variance with
Final Budget

$

806,642
(925,432)
100,000
2,271

Total Revenues

2,505,554

2,505,554

2,489,035

Expenditures:
General government
Capital outlay

82,875
864,610

82,875
946,475

82,875
269,884

676,591

947,485

1,029,350

352,759

676,591

1,476,204

2,136,276

Total Expenditures
Excess (Deficiency) of Revenues
Over (Under) Expenditures

$

1,558,069

$

Fund Balances, Beginning of Year

3,049,182

Fund Balances, End of Year

See Notes to Required Supplementary Information.

$
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5,185,458

(16,519)

$

(693,110)

&,7<2)75$&<
75$163257$7,21'(9(/230(17$&7$1'0($685(.)81'6
12175$16,7385326(6$1'75$16,7(17(535,6()81'

127(6725(48,5('6833/(0(17$5<,1)250$7,21
)257+(),6&$/<($5(1'('-81(


1RWH


%XGJHWDU\,QIRUPDWLRQ
$QQXDO EXGJHWV DUH DGRSWHG RQ D EDVLV FRQVLVWHQW ZLWK DFFRXQWLQJ SULQFLSOHV JHQHUDOO\
DFFHSWHGLQWKH8QLWHG6WDWHVRI$PHULFDIRUWKH7UDQVSRUWDWLRQ'HYHORSPHQW$FW 7'$ DQG
0HDVXUH . )XQGV $OO DSSURSULDWLRQV ODSVH DW \HDUHQG 7KH DSSURSULDWLRQV EHWZHHQ
GHSDUWPHQWVZLWKLQDIXQGKRZHYHUDQ\UHYLVLRQVWKDWDOWHUWKHWRWDOH[SHQGLWXUHVRIDQ\IXQG
PXVWEHDSSURYHGE\WKH&LW\&RXQFLO7KHOHJDOOHYHORIEXGJHWDU\FRQWUROLVWKHREMHFWOHYHO
ZLWKLQDIXQG



32



27+(55(32576


33

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
To the Board of Directors
San Joaquin Council of Governments
Stockton, California
To the City Council
City of Tracy
Tracy, 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 (the Funds) of the City of Tracy, California (the City), as of and for the year ended
June 30, 2021, and the related notes to the financial statements, which collectively comprise the City’s
basic financial statements, and have issued our report thereon dated March 29, 2022.
Internal Control over Financial Reporting
In planning and performing our audit of the financial statements, we considered the City’s internal control
over the Funds’ financial reporting (internal control) 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.
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 and therefore, material weaknesses or significant deficiencies may
exist that were not identified. 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. We did identify the following deficiency in internal control, described in the
accompanying schedule of findings and questioned costs, that we consider to be a significant deficiency:
2021-001.

Lance, Soll & Lunghard, LLP

2151 River Plaza Dr., Suite 150

Sacramento , CA 95833

Phone: 916.503.9691

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

To the City Council
City of Tracy
Tracy, California

Compliance and Other Matters
As part of obtaining reasonable assurance about whether the Funds’ 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
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 receive by the City
were expended in conformance with applicable statutes, 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 did not disclose any instances of noncompliance or other matters
that are required to be reported under Government Auditing Standards.
City’s Response to Findings
The City’s response to the finding identified in our audit was not subjected to the auditing procedures applied
in the audit of the financial statements and, accordingly, we express no opinion on it.
Purpose of this Report
The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the City’s internal control
or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the City’s internal control and compliance. Accordingly,
this communication is not suitable for any other purpose.

Sacramento, California
March 29, 2022
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To the Board of Directors
San Joaquin Council of Governments
Stockton, California

To the City Council
City of Tracy
Tracy, California

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Missed Accrual of Vendor Invoice
Reference Number: 2021-001
Evaluation of Finding:
Significant Deficiency
Condition:
There were invoices for services provided within the fiscal year but not invoiced and paid till after the fiscal
year that were not properly accrued.
Criteria:
Costs need to be recorded in the period in which they were incurred.
Cause of Condition:
Accounts payable staff were working under the assumption invoices related to capital improvement projects
did not need to be recorded until the project was completed and fully capitalized.
Effect or Potential Effect of Condition:
The missed accrual resulting in liabilities being understated by $98,125 and expenditures being understated
by $98,125.
Recommendation:
Our recommendation is to review vendor invoices to ensure the costs are recorded in the period in which
they were incurred.
Management’s Response and Corrective Action:
The City agrees that costs need to be recorded in the period the were incurred. The City has provided
training to staff related to the accrual of invoices at year end to prevent this from occurring in the future.
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE
To the Board of Directors
San Joaquin Council of Governments
Stockton, California
To the City Council
City of Tracy
Tracy, California
Report on Compliance with Transportation Development Act and Measure K Requirements
Opinion on Transportation Development Act and Measure K Compliance
We have audited the City of Tracy, 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 and 6667 of Title 21, Division 3, Chapter 2, Article 5.5 of the California Code of Regulations
(Code of Regulations) during the year ending June 30, 2021.
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, 2021.
Basis for Opinion
We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America (GAAS); and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States; and the Code
of Regulations. Our responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of Compliance section of our report. We are required to be independent of the
City and to meet our other ethical responsibilities, in accordance with relevant ethical requirements relating
to our audit. We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our audit opinion. Our audit does not provide a legal determination of the City’s compliance with
the compliance requirements referred to above.
Responsibilities of Management for Compliance
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 Responsibilities for the Audit of Compliance
Our responsibility is to express opinions on compliance with the requirements described in the Code of
Regulations based on our audit. We conducted our audit of compliance in accordance with auditing
standards generally accepted in the United States of America; the standards applicable to financial audits
contained in the Government Auditing Standards, issued by the Comptroller General of the

Lance, Soll & Lunghard, LLP

2151 River Plaza Dr., Suite 150

Sacramento , CA 95833

Phone: 916.503.9691

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

To the City Council
City of Tracy
Tracy, California

United States, and the Code of Regulations. Those standards and the Code of Regulations 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 material effect on the TDA and Measure K
programs. An audit includes examining, on a test basis, evidence about the City’s compliance with those
requirements and performing such other procedures as we considered necessary in the circumstances.
Misstatements are considered material if, there is a substantial likelihood that, individually or in the
aggregate, they would influence the judgment made by a reasonable user based on the financial
statements.
In performing an audit in accordance with GAAS, Government Auditing Standards, and the Code of
Regulations, we:





Exercise professional judgment and maintain professional skepticism throughout the audit.
Identify and assess the risks of material noncompliance, whether due to fraud or error, and design
and perform audit procedures responsive to those risks. Such procedures include examining, on a
test basis, evidence regarding the City’s compliance with the compliance requirements referred to
above and performing such other procedures as we considered necessary in the circumstances.
Obtain an understanding of the City’s internal control over compliance relevant to the audit in order
to design audit procedures that are appropriate in the circumstances and to test and report on
internal control over compliance in accordance with the Code of Regulations, but not for the
purpose of expressing an opinion on the effectiveness of the City’s internal control over compliance.
Accordingly, no such opinion is expressed.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, and any significant deficiencies and material weaknesses in internal
control over compliance that we identified during the audit.
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.

Sacramento, California
March 29, 2022
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