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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 Escalon
Escalon, 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 of the City of Escalon,
California, as of and for the year ended June 30, 2021, and the related notes to the financial statements,
which collectively comprise the Transportation Development Act Fund and Measure K Fund, allocated for
non-transit purposes, and the Transit Enterprise Fund of the City of Escalon’s 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 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, 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 Transportation
Development Act Fund and Measure K Fund, allocated for non-transit purposes, and the Transit Enterprise
Fund of the City of Escalon, California, 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 ,CA95833

Phone: 916.503.9691

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

To the City Council
City of Escalon
Escalon, 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 Transportation Development
Act Fund and Measure K Fund, allocated for non-transit purposes, and the Transit Enterprise Fund of the
City of Escalon’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 the 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 Transportation Development Act Fund and Measure K Fund, allocated for nontransit purposes, and the Transit Enterprise Fund of the City of Escalon, California’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 Transportation Development Act Fund and Measure K Fund,
allocated for non-transit purposes, and the Transit Enterprise Fund of the City of Escalon,
California’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.
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To the Board of Directors
San Joaquin Council of Governments
Stockton, California

To the City Council
City of Escalon
Escalon, California

Other Reporting Responsibilities
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 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 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 Comparative 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, 2021, from
which such partial information was derived.
Other Reporting Required by Government Auditing Standards
In accordance with Government Auditing Standards, we have also issued our report dated
July 19, 2022, 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.

Sacramento, California
July 19, 2022
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CITY OF ESCALON
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 cash equivalents
Interest receivable
Taxes receivable
Total Assets
Liabilities and Fund Balances:
Liabilities:
Accounts payable

2021

2020

$

956,914
320,132

$

1,816,448
75,000

$

2,773,362
395,132

$

2,508,218
5,306
410,906

$

1,277,046

$

1,891,448

$

3,168,494

$

2,924,430

$

-

$

1,704

$

1,704

$

85,076

-

1,704

1,704

85,076

1,277,046

1,889,744

3,166,790

2,839,354

1,277,046

1,889,744

3,166,790

2,839,354

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

Measure K
Fund

$

1,277,046

$

1,891,448

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

3,168,494

$

2,924,430

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, 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
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

312,772
7,360

Fund Balances, End of Year

$

$

2021

-

$

2020

312,772
7,360

$

302,054
7,139

3,882

300,000
14,501
6,085

300,000
14,501
9,967

300,000
26,713
27,768
74,685

324,014

320,586

644,600

738,359

259,577

57,587

317,164

276,667

259,577

57,587

317,164

276,667

64,437

262,999

327,436

461,692

1,212,609

1,626,745

2,839,354

2,216,460

-

-

-

161,202

1,212,609

1,626,745

2,839,354

2,377,662

Restatements
Beginning of Year, as restated

Measure K
Fund

1,277,046

$

1,889,744

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

3,166,790

$

2,839,354

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

2021
Assets:
Current Assets:
Cash and cash equivalents
Accounts receivable
Taxes receivable
Accrued interest receivable
Due from other agencies
Total Current Assets

2020

$

41,545
1,885
51,527
94,957

$

214,517

$

274,340

$

410
2,798
77,654

$

19,856
2,797
-

Capital assets, net

$74,442
2,391
51,563
204
1,215
129,815

119,560

Total Assets
Liabilities and Net Position:
Liabilities:
Accounts payable
Unearned revenues
Due to other funds
Total Liabilities
Net Position:
Net investment in capital assets
Restricted net position
Total Net Position
Total Liabilities and Net Position

$

The accompanying notes are an integral part of these financial statements.
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144,525

80,862

22,653

119,560
14,095

144,525
107,162

133,655

251,687

214,517

$

274,340

CITY OF ESCALON
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

$

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
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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1,730

2020
$

2,033

1,730

2,033

148,811
10,427
37,651

123,686
5,973
37,651

196,889

167,310

(195,159)

(165,277)

50,312
1,885
24,930

46,330
3,531
13,344

77,127

63,205

(118,032)

(102,072)

251,687

353,759

133,655

$

251,687

CITY OF ESCALON
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 customers
Cash payments to suppliers for goods and services

$

Net Cash Used for Operating Activities
Cash Flows from Noncapital Financing Activities:
Local transportation fund
State Transit Assistance
Proposition 1B (PTMISEA)
Measure K
Other revenues
Cash received (repaid) from short-term interfund borrowing
Net Cash Provided by Noncapital Financing Activities
Cash Flows from Capital and Related Financing Activities:
Payments for the acquisition of capital assets
Net Cash Used for Capital and Related Financing
Activities
Cash Flows from Investing Activities:
Interest received
Net Cash Provided by Investing Activities
Net Increase (Decrease) in Cash and Cash Equivalents

2020

1,730
(217,838)

$

(216,108)

(115,238)

49,679
1,885
24,930
77,654

55,754
948
179,879
4,835
10,741
(65,203)

154,148

186,954

(12,686)

-

(12,686)

-

204

2,726

204

2,726

(74,442)

Cash and Cash Equivalents, Beginning of Year

74,442

74,442

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 receivable
(Decrease) increase in accounts payable

$

Total Adjustments
Net Cash Used for Operating Activities

$

The accompanying notes are an integral part of these financial statements.
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2,033
(117,271)

-

(195,159)

$

74,442

$

(165,277)

37,651
(39,154)
(19,446)

37,651
5,091
7,297

(20,949)

50,039

(216,108)

$

(115,238)

CITY OF ESCALON
TRANSPORATION DEVELOPMENT ACT AND MEASURE K FUNDS
NON-TRANSIT PURPOSES AND TRANSIT ENTERPRISE FUND
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021
Note 1:

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, and the transportation planning agency administering TDA funds, that there are
no unmet transit needs that are reasonable to meet. 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
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 Measure K Fund is used to account for these funds, which is reflected
in these financial statements of the Measure K Fund.
The City contracts with City of Modesto through June 30, 2021, who subcontracts with National
Express Transit Corporation through December 31, 2021 and Stanislaus Regional Transit
Authority (which had the contract assignment from the City of Modesto and Transdev (Effective
January 1, 2022), 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.

Note 2:

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.
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CITY OF ESCALON
TRANSPORATION DEVELOPMENT ACT AND MEASURE K FUNDS
NON-TRANSIT PURPOSES AND TRANSIT ENTERPRISE FUND
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2021
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.
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CITY OF ESCALON
TRANSPORATION DEVELOPMENT ACT AND MEASURE K FUNDS
NON-TRANSIT PURPOSES AND TRANSIT ENTERPRISE FUND
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2021
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.
e. 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.
f.

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.

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. 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.
h. Net Position/Fund Balance
The financial statements of the enterprise fund utilize a net position presentation. Net
position at June 30, 2021 is categorized as follows:


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.



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.
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CITY OF ESCALON
TRANSPORATION DEVELOPMENT ACT AND MEASURE K FUNDS
NON-TRANSIT PURPOSES AND TRANSIT ENTERPRISE FUND
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2021
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, 2021, fund balance is categorized as follows:


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.
i.

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.

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.

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 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.
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CITY OF ESCALON
TRANSPORATION DEVELOPMENT ACT AND MEASURE K FUNDS
NON-TRANSIT PURPOSES AND TRANSIT ENTERPRISE FUND
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2021
Note 3:

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.

Note 4:

Capital Assets

Balances
June 30, 2020

Transfers and
Additions

Transfers and
Deletions

Balances
June 30, 2021

$

$

$

$

Capital assets
Transit vehicles
Building
Improvements

280,820

12,686

-

-

-

142,346

10,971

-

-

10,971

Total capital assets

434,137

12,686

-

Less: accumulated depreciation

(289,612)

(37,651)

-

Total capital assets

$

293,506

142,346

144,525

$

(24,965)

$

-

$

446,823
(327,263)

$

119,560

Depreciation expense was $37,651 for the year ended June 30, 2021.
Note 5:

Performance Objectives
The City is required by the San Joaquin Council of Governments to maintain three performance
objectives as a non-transit operator claimant for the fiscal year ended June 30, 2021,
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, 2021,
the transit system’s performance was to meet two of the three criteria of having operating
costs less than $153.57 per hour, more than 2.0 passengers per hour, and less than $49.43
subsidy per passenger. The City met the operating costs and the subsidy per passenger
objectives for the fiscal 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.
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CITY OF ESCALON
TRANSPORATION DEVELOPMENT ACT AND MEASURE K FUNDS
NON-TRANSIT PURPOSES AND TRANSIT ENTERPRISE FUND
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2021
Note 5:

Performance Objectives (Continued)
The calculation of the transit system’s performance objectives is as follows for the fiscal year
ended June 30, 2021:
2021
Factors in Determining Performance Measures:
Total Operating Costs
Less: Depreciation
Net TDA Operating Costs

$

196,889
37,651

$

159,238

Revenue Hours
Passengers

1,869
1,523

Fare Revenue
Federal Operating Revenue
Local Operating Revenue (Measure K or General Fund)
Fare Revenue + Federal Operating Revenue +
Measure K Operating Revenue
Performance Measures:
Cost per Revenue Hour(1)
Passenger per Revenue Hour(2)
Subsidy per Passenger(3)

$

1,730
127,460
56,233

$

185,423

$
$

85.20
0.81
(17.19)

(1)

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

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.
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CITY OF ESCALON
TRANSPORATION DEVELOPMENT ACT AND MEASURE K FUNDS
NON-TRANSIT PURPOSES AND TRANSIT ENTERPRISE FUND
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2021
Note 6:

State of Good Repair (SGR)
The State of Good Repair & Accountability Act of 2017 was established to provide funds
annually for aging infrastructure, investments in congested commute and freight corridors and
to improve transit service. Caltrans is legislated to manage and administer the State of Good
Repair (SGR) program. The State Controller’s Office publishes annually estimated funding
according to population and farebox revenues. The State Controller’s Office issues quarterly
payment to the San Joaquin Council of Governments who in turn pays the Regional Transit
Authority for allocation to the jurisdictions. The 99313 portion of the allocations is allocated
based on a Board approved allocation formula for the fiscal year. The 99314 portion is allocated
based on the SCO formula. The funds are held with the County Treasurer, and jurisdictions are
allowed to draw down from available funds on a reimbursement basis. Caltrans requests that
the jurisdictions fully expend the SGR funds within a seven-year period.
Amounts held by the City and available for draw as of June 30, 2021, are composed of the
following:
TDA Fund
Balance available for draw - beginning of the year
$ 10,721
Revenue:
SGR funds received and held by City
Expenses:
Expenses
Balance available for draw - end of the year

Note 7:

10,502
(21,223)
$

-

Low Carbon Transit Operations Program (LCTOP)
Annual audits of public transportation operators required under the Transportation
Development Act (TDA), per PUC 99245, must include verification of receipt and appropriate
expenditure of funds. Lead Agencies receiving LCTOP funds in a fiscal year for which a TDA
audit is conducted must submit a copy of the audit to Caltrans by December 31st, six months
after the close of the fiscal year (closes June 30) Caltrans will make the audits available to the
Legislature and the State Controller’s Office (SCO) as needed. Lead agencies may request a
90-day extension from the December 31st deadline to March 31st. They must notify Caltrans
in writing via e-mail. Project leads who fail to submit an expanded TDA audit documenting all
LCTOP funding allocated to date will not receive future LCTOP allocations until the required
document(s) have been submitted to Caltrans.
Balance remaining at June 30, 2021 is composed of the following:

Balance available for draw - beginning of the year

Amount
$
1,276

Revenue:
LCTOP funds received
Expenses:
Expenses

1,702
(2,370)

Balance available for draw - end of the year
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CITY OF ESCALON
TRANSPORATION DEVELOPMENT ACT AND MEASURE K FUNDS
NON-TRANSIT PURPOSES AND TRANSIT ENTERPRISE FUND
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2021
Note 8:

Public Transportation Modernization, Improvement, and Service Enhancement Account
(PTMISEA)
In November 2006, California voters passed a bond measure enacting the Highway Safety,
Traffic Reduction, Air Quality, and Port Security Bond Act of 2006. Of the $19.925 Billion of
state general obligations bonds authorized, $4 Billion was set aside by the State as instructed
by statue as the Public Transportation Modernization, Improvement, and Service Enhancement
Account (PTMISEA). These funds are available to the California Department of Transportation
for intercity rail projects and to transit operators in California for rehabilitation, safety, or
modernization improvements; capital service enhancements or expansions; new capital
projects; bus rapid transit improvements; or for rolling stock procurement, rehabilitation, or
replacement.
Balance remaining at June 30, 2021 is composed of the following:

Balance available for draw - beginning of the year

Amount
$ 82,799

Revenue:
Interest earned on PTMISEA deposits through June 30, 2021
Expenses:
Expenses
Balance available for draw - end of the year

Note 9:

425
$

83,224

Subsequent Events
Subsequent events have been evaluated through July 19, 2022, the date these financial
statements were available to be issued. The City did not identify any subsequent events that
require disclosure.
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CITY OF ESCALON
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

$

Total Revenues
Expenditures:
Local street repair
Total Expenditures
Excess (Deficiency) of Revenues
Over (Under) Expenditures

$

240,000
3,500
3,000

Final

$

240,000
3,500
3,000

Actual

$

312,772
7,360
3,882

Variance with
Final Budget

$

72,772
3,860
882

246,500

246,500

324,014

77,514

401,500

401,500

259,577

(141,923)

401,500

401,500

259,577

(141,923)

(155,000)

64,437

(155,000)

$

Fund Balances, Beginning of Year, As Restated

1,212,609

Fund Balances, End of Year

$

The accompanying notes are an integral part of these financial statements.
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1,277,046

$

219,437

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

Budgeted Amounts
Original
Revenues:
Measure K Fund:
Local street repair
Smart growth
Investment earnings

$

Total Revenues
Expenditures:
Local street repair
Total Expenditures
Excess of Revenues
Over Expenditures

$

300,000
3,000

Final

$

300,000
3,000

Actual

$

300,000
14,501
6,085

Variance with
Final Budget

$

14,501
3,085

303,000

303,000

320,586

17,586

177,500

370,750

57,587

(313,163)

177,500

370,750

57,587

(313,163)

(67,750)

262,999

125,500

$

Fund Balances, Beginning of Year

1,626,745

Fund Balances, End of Year

$

The accompanying notes are an integral part of these financial statements.
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1,889,744

$

330,749

CITY OF ESCALON
TRANSPORATION DEVELOPMENT ACT AND MEASURE K FUNDS
NON-TRANSIT PURPOSES
AND TRANSIT ENTERPRISE FUND
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION
JUNE 30, 2021
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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7RWKH%RDUGRI'LUHFWRUV
6DQ-RDTXLQ&RXQFLORI*RYHUQPHQWV
6WRFNWRQ&DOLIRUQLD

7RWKH&LW\&RXQFLO
&LW\RI(VFDORQ
(VFDORQ&DOLIRUQLD

:H KDYH DXGLWHG LQ DFFRUGDQFH ZLWK WKH DXGLWLQJ VWDQGDUGV JHQHUDOO\ DFFHSWHG LQ WKH 8QLWHG 6WDWHV
RI$PHULFDWKHVWDQGDUGVDSSOLFDEOHWRILQDQFLDODXGLWVFRQWDLQHGLQGovernment Auditing Standards
LVVXHGE\WKH&RPSWUROOHU*HQHUDORIWKH8QLWHG6WDWHVDQGWKH7UDQVSRUWDWLRQ'HYHORSPHQW$FW 7'$ 
WKHILQDQFLDOVWDWHPHQWVRIWKH7'$)XQGDQG0HDVXUH.)XQGDOORFDWHGIRUQRQWUDQVLWSXUSRVHVDQGWKH
7UDQVLW (QWHUSULVH )XQG RI WKH &LW\ RI (VFDORQ &DOLIRUQLD WKH &LW\  DV RI DQG IRU WKH \HDU HQGHG
-XQHDQGWKHUHODWHGQRWHVWRWKHILQDQFLDOVWDWHPHQWVDQGKDYHLVVXHGRXUUHSRUWWKHUHRQGDWHG
-XO\

,QWHUQDO&RQWURORYHU)LQDQFLDO5HSRUWLQJ

,QSODQQLQJDQGSHUIRUPLQJRXUDXGLWRIWKHILQDQFLDOVWDWHPHQWVZHFRQVLGHUHGWKH&LW\¶VLQWHUQDOFRQWURO
RYHU ILQDQFLDO UHSRUWLQJ LQWHUQDO FRQWURO  UHODWLQJ WR WKH 7'$ )XQG DQG 0HDVXUH . )XQG DOORFDWHG IRU
QRQWUDQVLW SXUSRVHV DQG WKH 7UDQVLW (QWHUSULVH )XQG WR GHWHUPLQH WKH DXGLW SURFHGXUHV WKDW DUH
DSSURSULDWHLQWKHFLUFXPVWDQFHVIRUWKHSXUSRVHRIH[SUHVVLQJRXURSLQLRQVRQWKHILQDQFLDOVWDWHPHQWV
EXW QRW IRU WKH SXUSRVH RI H[SUHVVLQJ DQ RSLQLRQ RQ WKH HIIHFWLYHQHVV RI WKH &LW\¶V LQWHUQDO FRQWURO DV LW
UHODWHVWRWKH7'$)XQGDQG0HDVXUH.)XQGDOORFDWHGIRUQRQWUDQVLWSXUSRVHVDQGWKH7UDQVLW(QWHUSULVH
)XQG$FFRUGLQJO\ZHGRQRWH[SUHVVDQRSLQLRQRQWKHHIIHFWLYHQHVVRIWKH&LW\¶VLQWHUQDOFRQWURO

$deficiency in internal controlH[LVWVZKHQWKHGHVLJQRURSHUDWLRQRIDFRQWUROGRHVQRWDOORZPDQDJHPHQW
RUHPSOR\HHVLQWKHQRUPDOFRXUVHRISHUIRUPLQJWKHLUDVVLJQHGIXQFWLRQVWRSUHYHQWRUGHWHFWDQGFRUUHFW
PLVVWDWHPHQWVRQDWLPHO\EDVLV$material weaknessLVDGHILFLHQF\RUDFRPELQDWLRQRIGHILFLHQFLHVLQ
LQWHUQDO FRQWURO VXFK WKDW WKHUH LV D UHDVRQDEOH SRVVLELOLW\ WKDW D PDWHULDO PLVVWDWHPHQW RI WKH HQWLW\¶V
ILQDQFLDO VWDWHPHQWV ZLOO QRW EH SUHYHQWHG RU GHWHFWHG DQG FRUUHFWHG RQ D WLPHO\ EDVLV $ significant
deficiencyLVDGHILFLHQF\RUDFRPELQDWLRQRIGHILFLHQFLHVLQLQWHUQDOFRQWUROWKDWLVOHVVVHYHUHWKDQD
PDWHULDOZHDNQHVV\HWLPSRUWDQWHQRXJKWRPHULWDWWHQWLRQE\WKRVHFKDUJHGZLWKJRYHUQDQFH

2XUFRQVLGHUDWLRQ RI LQWHUQDO FRQWUROZDV IRU WKH OLPLWHG SXUSRVHGHVFULEHG LQWKH ILUVW SDUDJUDSK RI WKLV
VHFWLRQ DQG ZDV QRW GHVLJQHG WR LGHQWLI\ DOO GHILFLHQFLHV LQ LQWHUQDO FRQWURO WKDW PLJKW EH PDWHULDO
ZHDNQHVVHVRUVLJQLILFDQWGHILFLHQFLHV*LYHQWKHVHOLPLWDWLRQVGXULQJRXUDXGLWZHGLGQRWLGHQWLI\DQ\
GHILFLHQFLHVLQLQWHUQDOFRQWUROWKDWZHFRQVLGHUWREHPDWHULDOZHDNQHVVHV+RZHYHUPDWHULDOZHDNQHVVHV
PD\H[LVWWKDWKDYHQRWEHHQLGHQWLILHG
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UHODWLQJ WR WKH 7'$ )XQG DQG 0HDVXUH . )XQG DOORFDWHG IRU QRQWUDQVLW SXUSRVHV DQG WKH
7UDQVLW(QWHUSULVH)XQGDQGWKHUHVXOWVRIWKDWWHVWLQJDQGQRWWRSURYLGHDQRSLQLRQRQWKHHIIHFWLYHQHVV
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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 Escalon
Escalon, 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 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 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 ,CA95833

Phone: 916.503.9691

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

To the City Council
City of Escalon
Escalon, 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
July 19, 2022
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