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INDEPENDENT AUDITOR’S REPORT

To the Honorable Mayor and City Council
City of San Joaquin, California

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type activities,
each major fund, and the aggregate remaining fund information of the City of San Joaquin, California, (the City) as of
and for the year ended June 30, 2017, and the related notes to the financial statements, which collectively comprise
the City’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America and the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free from material misstatement.

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

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

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, each major fund, and the aggregate
remaining fund information of the City of San Joaquin, California, as of June 30, 2017, 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.
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Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the budgetary comparison
information on pages 38 — 40, the Schedule the City’s Proportionate Share of Net Pension Liability and the Schedule
of Contributions pages 41 — 42, be presented to supplement the basic financial statements. Such information, although
not a part of the basic financial statements, is required by the Governmental Accounting Standards Board, who
considers it to be an essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United States of America,
which consisted of inquiries of management about the methods of preparing the information and comparing the
information for consistency with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion or provide
any assurance on the information because the limited procedures do not provide us with sufficient evidence to express
an opinion or provide any assurance.

Management has omitted the management’s discussion and analysis that accounting principles generally accepted in
the United States of America require to be presented to supplement the basic financial statements. Such missing
information, although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board, who considers it to be an essential part of financial reporting for placing the basic financial
statements in an appropriate operational, economic, or historical context. Our opinion on the basic financial
statements is not affected by this missing information.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the City’s basic financial statements. The combining and individual nonmajor fund financial statements are presented
for purposes of additional analysis and are not a required part of the basic financial statements.

The combining and individual nonmajor fund financial statements are the responsibility of management and were
derived from and relate directly to the underlying accounting and other records used to prepare the basic financial
statements. Such information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and certain additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the basic financial statements or to the basic financial
statements themselves, and other additional procedures in accordance with auditing standards generally accepted in
the United States of America. In our opinion, the combining and individual nonmajor fund financial statements are
fairly stated in all material respects in relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated October 12, 2017, on our
consideration of the City of San Joaquin’s internal control over 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 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 internal control over financial reporting or on compliance. That report
is an integral part of an audit performed in accordance with Government Auditing Standards in considering City of
San Joaguin’s internal control over financial reporting and compliance.

Octobet2,



CITY OF SAN JOAQUIN

STATEMENT OF NET POSITION
JUNE 30, 2017

ASSETS

Cash and investments
Accounts receivable
Interest receivable
Due from other governments
Prepaids
Internal balances
Notes receivable
Capital assets (net of allowance
for depreciation)
Total assets

DEFERRED OUTFLOWS OF RESOURCES

LIABILITIES
Accounts payable and accrued expense
Accrued interest
Deposits
Long-term liabilities
Due within one year
Due in more than one year
Net pension liability
Compensated absences
Total liabilities

DEFERRED INFLOWS OF RESOURCES

NET POSITION
Net investment in capital assets
Restricted for capital projects
Restricted for specific projects and programs
Unrestricted
Total net position

Primary Government

Governmental Business-Type

Activities Activities Total
$ 1,976,806 § 510,077 $§ 2,486,883
- 114,768 114,768
1,002 348 1,350
986,209 315,249 1,301,458
3,335 - 3,335
(146,508) 146,508 -
2,561,657 - 2,561,657
3,141,289 7,543,263 10,684,552
8,523,790 8,630,213 17,154,003
133,118 132,693 265,811
22,269 70,699 92,968
7,817 - 7,817
- 89,592 89,592
- 3,900 3,900
335,000 289,700 624,700
414,267 412,944 827,211
25,834 17,053 42,887
805,187 883,888 1,689,075
26,596 26,511 53,107
2,806,289 7,249,663 10,055,952
- 178,671 178,671
2,006,328 - 2,006,328
3,012,508 424,173 3,436,681
$ 7,825,125 $§ 7,852,507 $§ 15,677,632

See accompanying notes.
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CITY OF SAN JOAQUIN

RECONCILIATION OF TOTAL GOVERNMENTAL FUND BALANCE TO NET POSITION
OF GOVERNMENTAL ACTIVITIES
JUNE 30, 2017

Total governmental fund balances $ 1,879,368

Amounts reported for governmental activities in the statement
of net position are different because:

Capital assets used in governmental activities are not financial
resources and therefore are not reported in the funds 3,141,289

Receivable from the Successor Agency is not available to pay for current
period expenditures and therefore is not reported in the governmental
funds 919,207

Net pension liability applicable to governmental activities are not due and payable
in the current period and accordingly is not reported in the Statement of
Activities (414,267)

Contributions to the pension plan in the current fiscal year are not included in the
Statement of Activities 133,118

Deferred inflows of resources related to net pension liability, represent an acquisition
of net position or fund balance that applies to future period(s) and so will not be
recognized as an inflow of resources (revenue) until that time (26,596)

Other long-term assets are not available to pay for current period expenditures and,
therefore, are not reported in the fund 2,561,657

Compensated absences are not due and payable in the current
period and therefore are not reported in the funds (25,834)

Interest on long-term debt is reported as an expenditure of the Governmental
Funds when paid because it requires the use of current financial

resources. However, accrued interest must be recorded when incurred (7,817)

Governmental long-term liabilities are not due and payable in the current
period and therefore are not reported in the funds (335,000)

Net position of governmental activities $ 7.825,125

See accompanying notes.
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CITY OF SAN JOAQUIN

RECONCILIATION OF STATEMENT OF REVENUE, EXPENDITURES, AND CHANGES IN
FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
YEAR ENDED JUNE 30, 2017

Net change in fund balance - total governmental funds $ 181,393

Amounts reported for governmental activities in the statement of activities are
different because:

Depreciation expense on capital assets is reported in the Statement of
Activities, but they do not require the use of current financial
resources. Therefore, depreciation expense is not required as
expenditures in Governmental Funds (226,221)

Governmental funds report capital outlays as expenditures. However, in
the Statement of Activities and Changes in Net Position the cost of
those assets are capitalized as an asset and depreciated over the period
of service 58,409

Revenues in the statement of activities that do not provide current financial resources 36,750
are not reported as revenues in the funds

Loan repayments are reported as revenues in the Governmental Funds. However,
in the Statement of Net Position, those payments reduces long-term assets (36,066)

Repayment of Successor Agency receivable is revenue in governmental funds,
but the repayment reduces long-term assets in the statement of net position (46,105)

Compensated absence costs in the Statement of Activities does not
require the use of current financial resources and, therefore, is
not reported as expenditures in Governmental Funds (8,331)

Pension expenses reported in the Statement of Activities do not require the use
of current financial resources and, therefore are not reported as expenditures in
the Governmental Funds 3,080

In the Statement of Activities interest is accrued on long-term debt,
whereas, in governmental funds interest expenditure is reported
when due 535

Repayment of long-term debt is an expenditure in governmental funds, but
the repayment reduces long-term liabilities in the statement of net

assets. Proceeds of long-term debt produces an opposite effect. 39,124

Change in net position of governmental activities $ 2,568

See accompanying nofes. 8



CITY OF SAN JOAQUIN

STATEMENT OF NET POSITION — PROPRIETARY FUNDS

JUNE 30, 2017
Business-Type Activities - Enterprise Funds
Total
Business-Type
Water Sewer Disposal Funds
ASSETS
Current assets
Cash and investments 401,517 % 71,722 § 36,838 % 510,077
Accounts receivable 49,755 35,547 29,466 114,768
Interest receivable 298 42 8 348
Due from other governments 297,155 18,094 - 315,249
Due from other funds 146,508 - - 146,508
Total current assets 895,233 125,405 66,312 1,086,950
Non-current assets
Property, plant and equipment
(net of allowance for depreciation) 163,805 7,379,458 - 7,543,263
Total noncurrent assets 163,805 7,379,458 - 7,543,263
Total assets 1,059,038 7,504,863 66,312 8,630,213
DEFERRED OUTFLOWS OF RESOURCES 67,569 61,376 3,748 132,693
LIABILITIES
Current liabilities
Accounts payable and accrued expense 39,074 13,401 18,224 70,699
Deposits 89,592 - - 89,592
Current portion of long-term debt - 3,900 - 3,900
Total current liabilities 128,666 17,301 18,224 164,191
Non-current liabilities
Long-term debt - 289,700 - 289,700
Net pension lability 210,277 191,003 11,664 412,944
Compensated absences 8,256 8,256 541 17,053
Total noncurrent liabilities 218,533 488,959 12,205 719,697
Total liabilities 347,199 506,260 30,429 883,888
DEFERRED INFLOWS OF RESOURCES 13,500 12,262 749 26,511
NET POSITION
Net investment in capital assets 163,805 7,085,858 - 7,249,663
Reserved for capital projects 178,671 - - 178,671
Unrestricted/(deficit) 423,432 (38,141) 38,882 424,173
Total net position 765,908 $§ 7,047,717 $ 38,882 § 7,852,507
See accompanying notes. 9



CITY OF SAN JOAQUIN

STATEMENT OF REVENUE, EXPENSE, AND CHANGES IN FUND NET POSITION -
PROPRIETARY FUNDS
YEAR ENDED JUNE 30, 2017

Business-Type Activities - Enterprise Funds

Total
Business-Type
Water Sewer Disposal Funds
Operating Revenue
Charges for services $ 586,521 § 504,665 $ 286,502 $ 1,377,688
Total operating revenue 586,521 504,665 286,502 1,377,688
Operating Expense
Contractual services and utilities 1,137,333 117,766 244,416 1,499,515
Personnel 279,822 277,041 15,646 572,509
Supplies and materials 138,521 126,399 8,273 273,193
Depreciation 21,811 230,006 - 251,817
Total operating expense 1,577,487 751,212 268,335 2,597,034
Operating income/(loss) (990,966) (246,547) 18,167 (1,219,346)
Nonoperating Revenue/(Expense)
Intergovernmental 899,226 18,094 5,000 922,320
Interest income 677 98 39 814
Interest expense - (13,007) - (13,007)
Total nonoperating revenue/(expense) 899,903 5,185 5,039 910,127
Net income/(loss) before transfers {91,063) (241,362) 23,206 (309,219)
Operating Transfers In/(Out) 880 - - 880
Change in Net Position (90,183) (241,362) 23,206 (308,339)
Net Position
Beginning of year 856,091 7,289,079 15,676 8,160,846
End of year $ 765,908 $§ 7,047,717 § 38,882 § 7,852,507

See accompanying notes. 10



CITY OF SAN JOAQUIN

STATEMENT OF CASH FLOW - PROPRIETARY FUNDS

YEAR ENDED JUNE 30, 2017
Business-Type Activities - Enterprise Funds
Total
Business-Type
Water Sewer Disposal Funds
Operating Activities
Receipts from customers and users $ 596284 $ 495795 $ 278894 § 1,370,973
Payments for contractual services and utilities (1,193,660) (106,529) {256,330) (1,556,519)
Payments to employees (236,431) (242,813) (12,619) (491,863)
Payments to suppliers (138,524) (126,399) (8,273) (273,196)
Net cash provided by (used in)
operating activities (972,331) 20,054 1,672 (950,605)
Non-capital Financial Activities
Payments received from other governments 1,149,603 18,094 5,000 1,172,697
Payments received from (paid to) other funds (145,628) - - (145,628)
Net cash provided by (used in)
noncapital financing activities 1,003,975 18,094 5,000 1,027,069
Capital and Related Financing Activities
Principal paid on long-term debt - (3,700) - (3,700)
Interest paid on long-term debt - (13,007) - (13,007)
Net cash provided by (used in)
capital and related financing activities - (16,707) - (16,707)
Investing Activities
Interest received 677 98 39 814
Net cash provided by (used in)
investing activities 677 98 39 814
Net Increase (Decrease) in Cash and Investments 32,321 21,539 6,711 60,571
Cash and Investments
Beginning of year 369,196 50,183 30,127 449,506
End of year $ 401,517 $ 71,722 % 36,838 % 510,077

Cash Flows from Operating Activities
Operating income (loss)
Adjustments to reconcile operating income (loss) to
net cash provided (used) by operating activities:

$  (990,966) $ (246,547) $ 18,167 $

(1,219,346)

Depreciation 21,811 230,006 - 251,817
(Increase) Decrease in Accounts Receivable 6,127 4,078 (7,627) 2,578
(Increase) Decrease in Due from other Governments - (12,948) 19 (12,929)
(Increase) Decrease in Deferred Outflows of Resources (24,955) (22,772) (1,438) (49,165)
Increase (Decrease) in Compensated absences (1,232) (1,222) (349) (2,803)
Increase (Decrease) in Net Pension Liability 66,625 58,180 4,258 129,063
Increase (Decrease) in Deferred Inflows of Resources 2,953 42 556 3,551
Increase (Decrease) in Deposits 3,636 - - 3,636
Increase (Decrease) in Accounts Payabie

and Accrued Liabilities (56,330) 11,237 (11,914) (57,007)
Net Cash Provided (Used) by Operating Activities $ (972,331 § 20,054 $ 1,672 § (950,605)
See accompanying nofes. 11



CITY OF SAN JOAQUIN

STATEMENT OF FIDUCIARY NET POSITION
PRIVATE-PURPOSE TRUST FUND - SUCCESSOR AGENCY

JUNE 30, 2017

Assets
Cash and investments

Held in City Treasury 7,830
Total assets 7,830
Liabilities
Long-term debt
Due to City of San Joaquin in more than one year 919,207
Total liabilities 919,207
Net Position
Held in trust for other governments (911,377)
12

See accompanying nofes.



CITY OF SAN JOAQUIN

STATEMENT OF CHANGES IN FIDUCIARY NET POSITION
PRIVATE-PURPOSE TRUST FUND - SUCCESSOR AGENCY
JUNE 30, 2017

Additions
Property taxes
Total additions

Deductions
Administrative costs
Total deductions

Change In Net Position

Net Position
Beginning of year
End of year

$ 46,105
46,105
46,105
(957,482)
$ 911,377)

See accompanying notes.

13



CITY OF SAN JOAQUIN

NOTES TO BASIC FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2017

Note 1 — Summary of Significant Accounting Policies

The financial statements of the City of San Joaquin (the City) have been prepared in conformity with
Accounting Principles Generally Accepted in the United States of America (GAAP) as applicable to
governmental entities. The Governmental Accounting Standards Board (GASB) is the accepted standard
setting body for establishing governmental accounting and financial reporting principles.

These financial statements present the government and its component units, entities for which the City is
considered to be financially accountable. Blended component units, although legally separate entities are,
in substance, part of the government’s operations and data from these units is combined with data of the
primary government. Each blended component unit has a June 30 fiscal year end. There are no discretely
presented component units included in these financial statements. The following sections further describe
the significant accounting policies of the City.

Reporting Entity

The City of San Joaquin, State of California (the "City"), was incorporated February 14, 1920. The City
operates under a Council-Manager form of government. The City's major operations include public safety;
highways and streets; water, sewer and refuse collection; parks and recreation; building inspection; public
improvements; planning and zoning, and general administrative services.

Basis of Presentation — Fund Accounting

Government-Wide Financial Statements - The Government-Wide Financial Statements (the Statement
of Net Position and the Statement of Activities and Changes in Net Position) report information of all of
the nonfiduciary activities of the primary government and its component units. For the most part,
eliminations have been made to minimize the double counting of internal activities. These statements
distinguish between the governmental and business-type activities of the City and between the City and its
discretely presented component unit. Governmental activities, which normally are supported by taxes and
inter-governmental revenues, are reported separately from business-type activities, which rely significantly
on fees charged to external parties.

The Statement of Activities and Changes in Net Position presents a comparison between direct expenses
and program revenues for each segment of the business-type activities of the City and for each function of
the City’s governmental activities. Direct expenses are those that are specifically associated with a
program or function and are clearly identifiable to a particular function. Program revenues include 1)
charges paid by the recipients of goods or services offered by the programs and 2) grants and contributions
that are restricted to meeting the operational or capital requirements of a particular program. Revenues
that are not classified as program revenues, including all taxes, are presented as general revenues.

Net position are restricted when constraints placed on them are either externally imposed or are imposed
by constitutional provisions or enabling legislation. Internally imposed designations of resources are not
presented as restricted Net position. When both restricted and unrestricted resources are available for use,
generally, it is the City’s policy to use restricted resources first, then unrestricted resources as they are
needed.
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CITY OF SAN JOAQUIN

NOTES TO BASIC FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2017

Note 1 — Summary of Significant Accounting Policies (Continued)

Governmental Fund Financial Statements - The Governmental Fund Financial Statements provide
information about the City’s funds, including fiduciary funds and the blended component unit. Separate
statements for each fund category - governmental, proprietary and fiduciary - are presented. The emphasis
of fund financial statements is on major governmental and enterprise funds, each displayed in a separate
column. All remaining governmental funds are separately aggregated and reported as non-major funds.

Proprietary fund operating revenues, such as charges for services, result from exchange transactions
associated with the principal activity of the fund. Exchange transactions are those in which each party
receives and gives up essentially equal values. Non-operating revenues, such as subsidies and investment
earnings, result from non-exchange transactions or ancillary activities.

The City reports the following major governmental funds:

General Fund — The General Fund is the general operating fund of the City. It is used for all financial
resources except those required legally, or by sound financial management to be accounted for in another
fund. Generally, the General Fund is used to account for those traditional governmental services of the
City, such as police and fire protection, planning and general administrative services.

Housing Assistance Fund — The Housing Assistance Fund was established to account for the monies
received from various sources which are to be used for down payment loans for home buyers that meet
certain requirements.

Measure C Fund — The Measure C Fund was established to account for the monies received from the 2
sales tax from Fresno County Transportation Authority which are to be used for street projects.

The City reports the following additional fund types:

Private-Purpose Trust Funds - The Private-Purpose Trust Fund accounts for assets held by the City as
trustee for the Successor Agency.

Basis of Accounting

The Government-Wide and Proprietary Fund Financial Statements are reported using the economic
resources measurement focus and the accrual basis of accounting. Revenues are recorded when earned
and expenses are recorded at the time liabilities are incurred, regardless of when the related cash flows
take place. Nonexchange transactions, in which the City gives (or receives) value without directly
receiving (or giving) equal value in exchange, include property and sales taxes, grants, entitlements and
donations. On an accrual basis, revenue from property taxes is recognized in the fiscal year for which the
taxes are levied. Revenues from sales tax are recognized when the underlying transactions take place.
Revenues from grants, entitlements and donations are recognized in the fiscal year in which all eligible
requirements have been satisfied.
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CITY OF SAN JOAQUIN

NOTES TO BASIC FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2017

Note 1 — Summary of Significant Accounting Policies (Continued)

Governmental Funds are reported using the current financial resources measurement focus and the
modified accrual basis of accounting. Under this method, revenues are recognized when measurable and
available. Property and sales taxes, interest, certain state and federal grants and charges for services are
accrued when their receipt occurs within sixty days after the end of the accounting period so as to be both
measurable and available. Expenditures are generally recorded when a liability is incurred, as under
accrual accounting. However, debt service expenditures, as well as expenditures related to compensated
absences and claims and judgments are recorded only when payment is due. General capital asset
acquisitions are reported as expenditures in governmental funds. Proceeds of general long-term debt and
capital leases are reported as other financing sources.

Proprietary Funds distinguish operating revenues and expenses from non-operating 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. Revenues and expenses not meeting
this definition are reported as non-operating.

Financial Statement Amounts

Cash and Investments - Cash and investments represent the City's cash bank accounts including but not
limited to certificates of deposit, money market funds and cash management pools for reporting purposes
in the Statement of Cash Flows. Additionally, investments with maturities of three months or less when
purchased are included as cash equivalents in the Statement of Cash Flows.

The City maintains a cash and investment pool that is available for use by all funds. Interest earnings as a
result of this pooling are distributed to the appropriate funds based on month end cash balances in each
fund.

Investments of the pool include only those investments authorized by the California Government Code
such as, United States Treasury securities, agencies guaranteed by the United States Government,
registered state warrants, and other investments. Investments primarily consist of deposits in the State of
California Local Agency Investment Fund. Investments are stated at cost or amortized cost.

Accounts Receivable - Billed but unpaid services provided to individuals or non-governmental entities are
recorded as accounts receivable. The Proprietary Funds include a year-end accrual for services through
June 30, 2017, which have not yet been billed.
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CITY OF SAN JOAQUIN

NOTES TO BASIC FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2017

Note 1 — Summary of Significant Accounting Policies (Continued)

Fresno County is responsible for the assessment, collection and apportionment of property taxes for all
taxing jurisdictions. Property taxes are levied in equal installments on November 1 and February 1.
They become delinquent on December 10 and April 10, respectively. The lien date is March 1 of each
year. Property taxes are accounted for in the General Fund. Property tax revenues are recognized when
they become measurable and available to finance current liabilities. The City considers property taxes as
available if they are collected within 60 days after year end. Property tax on the unsecured roll are due on
the March 1 lien date and become delinquent if unpaid on August 31. However, unsecured property taxes
are not susceptible to year end accrual.

The City is permitted by Article XIIIA of the State of California Constitution (known as Proposition 13) to
levy a maximum tax of $1.00 per $100 of full cash value.

Interfund Receivables/Payables - Items classified as interfund receivable/payable represent short-term
lending/borrowing transactions between funds. This classification also includes the current portion of an
advance to or from another fund.

Advances To/From Other Funds - This classification represents non-current portions of any long-term
lending/borrowing transactions between funds. This amount will be equally offset by a reserve of fund
balance which indicates that it does not represent available financial resources and therefore, is not
available for appropriation. The current portion of any interfund long-term loan (advance) is included as
an interfund receivable/payable.

Capital Assets - Capital outlays are recorded as expenditures of the General, Special Revenue, and Capital
Projects Funds and as assets in the Government-Wide Financial Statements to the extent the City’s
capitalization threshold are met.

Capital assets, which include property, plant, equipment, and infrastructure assets (e.g., roads, bridges,
sidewalks, and similar items), are reported in the applicable governmental or business-type activities
columns in the Government-Wide Financial Statements. Capital assets are defined by the government as
assets with an initial, individual cost of more than $5,000 (amount not rounded) and an estimated useful
life in excess of one year. Such assets are recorded at historical cost or estimated historical cost if
purchased or constructed. Donated capital assets are recorded at estimated fair market value at the date of
donation.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend
assets lives are not capitalized. Betterments and major improvements which significantly increase values,
change capacities or extend useful lives are capitalized. Upon sale or retirement of fixed assets, the cost
and related accumulated depreciation are removed from the respective accounts and any resulting gain or
loss is included in the results of operations.

Major outlays for capital assets and improvements are capitalized as projects are constructed. Interest
incurred during the construction phase of capital assets of business-type activities is included as part of the
capitalized value of the assets constructed.
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CITY OF SAN JOAQUIN

NOTES TO BASIC FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2017

Note 1 — Summary of Significant Accounting Policies (Continued)

Property, plant, and equipment of the primary government, as well as the component units, are depreciated
using the straight line method over the following estimated useful lives:

Years
Buildings 40
Improvements other than buildings 40
Utility plant 40
Furniture and equipment 7
Automobiles and trucks 5

Compensated Absences - 1t is the City's policy to permit all employees to accumulate earned but unused
vacation, sick leave and compensatory time benefits. Those employees on shift work schedules may also
accumulate hours for holiday time benefits.

Vested or accumulated vacation, holiday, sick leave and any compensation time on the Governmental
Funds are not expected to be paid with expendable available financial resources and are reported in the
Government-Wide Financial Statements.

Vested leave of Proprietary Funds are recorded as an expense and liability as the benefits accrue.

Long-Term Obligations - In the Government-Wide Financial Statements, and Proprietary Fund types in the
fund financial statements, long-term debt and other long-term obligations are reported as liabilities in the
applicable governmental activities, business-type activities, or Proprietary Fund Type Statement of Net
Position. Debt principal payments of both government and business-type activities are reported as
decreases in the balance of the liability on the Statement of Net Position. Bond premiums and discounts,
as well as issuance costs, are deferred and amortized over the life of the bonds using the effective interest
method. Bonds payable are reported net of the applicable bond premium or discount. Bond issuance costs
are reported as deferred charges and amortized over the term of the related debt.

In the fund financial statements, however, debt principal payments of Governmental Funds are recognized
as expenditures when paid. Governmental Fund types recognize bond premiums and discounts, as well as
bond issuance costs, during the current period. The face amount of debt issued is reported as other
financing sources. Premiums received on debt issuances are reported as other financing sources while
discounts on debt issuances are reported as other financing uses. Issuance costs, whether or not withheld
from the actual debt proceeds received, are reported as debt service expenditures.

Non-Current Governmental Assets/Liabilities - GASB Statement No. 34 eliminates the presentation of
account groups, but provides for these records to be maintained and incorporates the information into the
Governmental Activities column in the Government-Wide Statement of Net Position.

Pension — For purposes of measuring the net pension liability and deferred outflows/inflows of resources
related to pensions, and pension expense, information about the fiduciary net position of the City’s
California Public Employee Retirement System (CalPERS) plan and additions to/deduction from the
Plan’s fiduciary net position have been determined on the same basis as they are reported by CalPERS.
For this purpose, benefit payments (including refunds of employee contributions) are recognized when due
and payable in accordance with the benefit terms. Investments are reported at fair value.
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CITY OF SAN JOAQUIN

NOTES TO BASIC FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2017

Note 1 — Summary of Significant Accounting Policies (Continued)

Net Position/Fund Equity - The government-wide and business-type activities fund financial statements
utilize a net position presentation. Net positions are categorized as net investment in capital assets,
restricted and unrestricted.

Net Investment in Capital Assets - This category groups all capital assets, including infrastructure,
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 external restrictions on net position imposed by
creditors, grantors, contributors or laws or regulations of other governments and restrictions
imposed by law through constitutional provisions or enabling legislation.

Unrestricted Net Position - This category represents net position of the City, not restricted for any
project or other purpose.

Fund Equity — In the fund financial statements, governmental fund balance is made up of the following
components:

Nonspendable fund balance typically includes inventories, prepaid items, and other items that must
be maintained intact pursuant to legal or contractual requirements, such as endowments.

Restricted fund balance category includes amounts that can be spent only for specific purposes
imposed by creditors, grantors, contributors, or laws or regulations of other governments or
through enabling legislations.

Committed fund balance classification includes amounts that can be used only for the specific
purposes determined by a formal action of the City Council. The City Council has the authority to
establish, modify, or rescind a fund balance commitment.

Assigned fund balance are amounts designated by the City Council for specific purposes and do
not meet the criteria to be classified as restricted or committed.

Unassigned fund balance is the residual classification that includes all spendable amounts in the
General Fund not contained in other classifications.

When expenditures are incurred for purposes for which both restricted and unrestricted (committed,
assigned, or unassigned) fund balances are available, the City’s policy is to apply restricted first. When
expenditures are incurred for purposes for which committed, assigned, or unassigned fund balances are
available, the City’s policy is to apply committed fund balance first, then assigned fund balance, and
finally unassigned fund balance.

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 that affect the reported amounts of assets and liabilities and disclosure of contingent 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 those estimates.
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CITY OF SAN JOAQUIN

NOTES TO BASIC FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2017

Note 2 — Stewardship, Compliance and Accountability

California law authorizes the City to invest in obligations of the United States Treasury, agencies and
instrumentalities, certificates of deposit or time deposits in banks and savings and loan associations which
are insured by the Federal Deposit Insurance Corporation.

In accordance with applicable sections of the California Government Code and the San Joaquin Municipal
Code, the City prepares and legally adopts an annual balanced budget on a basis consistent with
accounting principles generally accepted in the United States of America. Annual appropriated budgets
are adopted for the General Fund, specific Special Revenue Funds, and specific Capital Projects Funds.
Budget plans are adopted for Proprietary Funds. A proposed budget is presented to the City Council
during June of each year for review. The Council holds public hearings and may add to, subtract from, or
change appropriations within the revenues and reserves estimated as available. Expenditures may not
legally exceed budgeted appropriations at the fund level. Supplementary appropriations which alter the
total expenditures of any fund, or expenditures in excess of total budgeted fund appropriations, must be
approved by the City Council.

All annual appropriations lapse at fiscal year end to the extent they have not been expended or
encumbered.

Note 3 — Cash and Investments

The City pools all of its cash and investments except those funds required to be held by outside fiscal
agents under the provisions of bond indentures. Interest income earned on pooled cash is allocated to
the various funds on average cash balances. Interest income from cash investments held with fiscal
agents is credited directly to the related funds.

Cash and investments as of June 30, 2017 are classified in the accompanying financial statements as
follows:

Statement of Net Position:

Cash and Investments $ 2,486,883
Fiduciary Funds:

Cash and Investments 7,830
Total Cash and Investments $ 2,494,713

Cash and investments as of June 30, 2017 consist of the following:

Cash on hand $ 900
Deposits with Financial Institutions 1,906,685
Local Agency Investment Fund 586,230
Held by Fiscal Agent:

Cash 898
Total Cash and Investments $ 2,494,713
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CITY OF SAN JOAQUIN

NOTES TO BASIC FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2017

Note 3 — Cash and Investments (Continued)
Fair Value Measurements

The framework for measuring fair value provides a fair value hierarchy that categorizes the inputs to
valuation techniques used to measure fair value into three levels. The fair value hierarchy gives the
highest priority to unadjusted quoted prices in active markets for identical assets or liabilities (Level 1) and
lowest priority to unobservable inputs (Level 3). The three levels of the fair value hierarchy are described
as follows:

Level 1:  Inputs to the valuation methodology are quoted prices (unadjusted) for identical assets or
liabilities in active markets that a government can access at the measurement date.

Level 2:  Inputs to valuation methodology include inputs — other than quoted prices included within
Level 1 — that are observable for an asset or liability, either directly or indirectly.

Level 3: Inputs to the valuation methodology are unobservable and significant to the fair value
measurement.

The asset’s or liability’s fair value measurement level within a fair value hierarchy is based on the lowest
level of any input that is significant to the fair value measurement. Valuation techniques used need to
maximize the use of observable inputs and minimize the use of unobservable inputs.

Following is a description of the valuation methodologies used for assets measured at fair value.

LAIF is valued based on the City’s pro-rata share of the fair value provided by LAIF for the entire
LAIF portfolio (Level 2 input).
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CITY OF SAN JOAQUIN

NOTES TO BASIC FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2017

Note 3 — Cash and Investments (Continued)
Investments Authorized by the California Government Code and the City’s Investment Policy

The table below identifies the investment types that are authorized for the City by the California
Government Code (or the City’s investment policy, where more restrictive). The table also identifies
certain provisions of the California Government Code (or the City’s investment policy, where more
restrictive) that address interest rate risk, credit risk, and concentration of credit risk. The City’s
investment policy does not contain any specific provisions intended to limit the City’s exposure to
interest rate risk, credit risk, and concentration of credit risk. This table does not address investments of
debt proceeds held by bond trustee that are governed by the provisions of debt agreements of the City,
rather than the general provisions of the California Government Code or the City’s investment policy.

Maximum Maximum
Maximum Percentage Investment
Authorized Investment Type Maturity of Portfolio In One Issuer

Local Agency Bonds 5 years None None
U.S. Treasury Obligations 5 years None None
U.S. Agency Securities 5 years None None
Banker's Acceptances 180 days 40% 30%
Commercial Paper 270 days 25% 10%
Negotiable Certificates of Deposit 5 years 30% None
Medium-Term Notes 5 years 30% None
Mutual Funds N/A 20% 10%
Money Market Mutual Funds N/A 20% 10%
Mortgage Pass-Through Securities 5 years 20% None
County Pooled Investment Funds N/A None None
Local Agency Investment Fund (LAIF) N/A None None
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NOTES TO BASIC FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2017

Note 3 — Cash and Investments (Continued)

Investments Authorized by Debt Agreements

Investments of debt proceeds held by bond trustee are governed by provisions of the debt agreements,
rather than the general provisions of the California Government Code or the City’s investment policy.
The table below identifies the investment types that are authorized for investments held by the bond
trustee. The table also identifies certain provisions of these debt agreements that address interest rate

risk, credit risk, and concentration of credit risk.

Maximum Maximum
Maximum Percentage Investment
Authorized Investment Type Maturity of Portfolio In One Issuer

U.S. Treasury Obligations None None None
U.S. Agency Securities None None None
Banker's Acceptances 180 days None None
Commercial Paper 270 days None None
Money Market Mutual Funds N/A None None
Investment Contracts None None None
Certificates of Deposits 1 year None None
Repurchase Agreements 30 days None None
Local Agency Investment Fund (LAIF) N/A None None
Municipal Bonds None None None

Disclosures Relating to Interest Rate Risk

Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value of an
investment. Generally, the longer the maturity of an investment, the greater the sensitivity of its fair
value to changes in market interest rates. As of June 30, 2017 the City had the following investments.

Investment Type

Local Agency Investment Fund
Held by Bond Trustee:

Cash

Total

586,230

898
587,128

Maturity Date

N/A

N/A




CITY OF SAN JOAQUIN

NOTES TO BASIC FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2017

Note 3 - Cash and Investments (Continued)

Disclosures Relating to Credit Risk

Generally, credit risk is the risk that an issuer of an investment will not fulfill its obligation to the holder of
the investment. This is measured by the assignment of a rating by a nationally recognized statistical rating
organization. Presented below is the minimum rating required by (where applicable) the California
Government Code, the City’s investment policy, or debt agreements, and the actual rating as of year-end
for each investment type.

Minimum Rating as of Year End
Legal Not
Investment Type Rating Rated
Local Agency Investment Fund $ 586,230 N/A $ 586,230
Held by Bond Trustee:
Cash 898 N/A 898
Total $ 587,128 $ 587,128

Concentration of Credit Risk

The investment policy of the City contains no limitations on the amount that can be invested in any one
issuer beyond that stipulated by the California Government Code. There are no investments in any one
issuer that represent 5% or more of total City investments.

Custodial Credit Risk

Custodial credit risk for deposits is the risk that, in the event of the failure of a depository financial
institution, a government will not be able to recover its deposits or will not be able to recover collateral
securities that are in the possession of an outside party. The California Government Code and the City’s
investment policy do not contain legal or policy requirements that would limit the exposure to custodial
credit risk for deposits, other than the following provision for deposits: The California Government Code
requires that a financial institution secure deposits made by state or local governmental units by pledging
securities in an undivided collateral pool held by a depository regulated under state law (unless so waived
by the governmental unit). The market value of the pledged securities in the collateral pool must equal at
least 110% of the total amount deposited by the public agencies. California law also allows financial
institutions to secure City deposits by pledging first trust deed mortgage notes having a value of 150% of
the secured public deposits.
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Note 3 — Cash and Investments (Continued)

$1,742,905 of the City’s deposits with financial institutions was in excess of federal depository insurance
limits.

The custodial risk for investments is the risk that, in the event of the failure of the counterparty to a
transaction, a government will not be able to recover the value of its investment or collateral securities that
are in the possession of another party. The California Government Code and the City’s investment policy
do not contain legal or policy requirements that would limit the exposure to custodial credit risk for
investments. With respect to investments, custodial credit risk generally applies only to direct investments
in marketable securities. Custodial credit risk does not apply to a local government’s indirect investment
in securities through the use of mutual funds or government investment pools (such as LAIF).

Investment in State Investment Pool

The City is a voluntary participant in the Local Agency Investment Fund (LAIF) that is regulated by the
California Government Code under the oversight of the Treasurer of the State of California. The fair value
of the City’s investment in this pool is reported in the accompanying financial statements at amounts based
upon the City’s pro-rata share of the fair value provided by LAIF for the entire LAIF portfolio (in relation
to the amortized cost of that portfolio). The balance available for withdrawal is based on the accounting
records maintained by LAIF, which are recorded on an amortized cost basis.

Note 4 — Notes Receivables

The City is the recipient of Community Development Block Grant and Home Program Funds. The funds
are provided to use for housing and business loans to qualified recipients at various below market interest
rates ranging from 0 to 4%. The terms of the loans range between fifteen and thirty years. All loans are
secured by deeds of trust. The amount outstanding as of June 30, 2017 is $2,561,657.

Note 5 — Interfund Receivables and Payables

Interfund receivables and payables consist of short-term loans resulting from regular transactions. These
loans are expected to be repaid as soon as the borrowing fund has cash, and carry an interest rate equal to the
rate earned on pooled cash.

Individual fund interfund receivables and payables balances as of June 30, 2017 are as follows:

Due From Due To
General Fund $ - $ 146,508
Water Fund 146,508 -
$ 146,508 $ 146,508
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Note 6 — Capital Assets
Capital asset activity for the year ended June 30, 2017, was as follows:

Balance Balance
July 1, 2016 Additions Retirements June 30, 2017

Governmental Activities

Capital assets, not being depreciated
Land $ 340,670 $ - 3 - 3 340,670
Total capital assets, not being depreciated 340,670 - - 340,670

Capital assets, being depreciated

Buildings and improvements 2,685,284 - - 2,685,284
Infrastructure 1,215,263 - - 1,215,263
Machinery and equipment 1,066,139 58,409 - 1,124,548
Total capital assets, being depreciated 4,966,686 58,409 - 5,025,095

Less accumulated depreciation for:

Buildings and improvements (1,125,778) (109,365) - (1,235,143)

Infrastructure (195,541) (30,381) - (225,922)

Machinery and equipment (676,936) (86,475) - (763,411)
Total accumulated depreciation (1,998,255) (226,221) - (2,224,476)
Total capital assets, being depreciated, net 2,968,431 (167,812) - 2,800,619
Governmental activities capital assets, net $ 3,309,101 $§ (167,812) $ - 8 3,141,289
Business-Type Activities
Capital assets, not being depreciated

Land $ 123,266 $ - § - $ 123,266
Total capital assets, not being depreciated 123,266 - - 123,266
Capital assets, being depreciated

Plant and equipment 9,912,272 - - 9,912,272
Total capital assets, being depreciated 9,912,272 - - 9,912,272
Less: accumulated depreciation (2,240,458) (251,817) - (2,492,275)
Total capital assets, being depreciated, net 7,671,814 (251,817) - 7,419,997
Business-type activities capital assets, net $ 8267046 § (251,817) § - $ 7,543,263
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Note 6 — Capital Assets (Continued)

Depreciation expense was charged to the following functions in the Statement of Activities:

Governmental Functions:

General Government $ 5,914
Public Safety 12,231
Public Works 97,726
Parks and recreation 110,350

$ 226,221

Business-Type Functions:

Water $ 21,811
Sewer 230,006
$ 251,817

Note 7 — Long-Term Debt

Balance Balance Current
July 1, 2016 Additions Retirements  June 30, 2017 Portion

Governmental Activity Long Term Debt

Capital Lease

John Deere Backhoe Loader $ 14,124 § - 8 (14,124) § - $ -
Public Finance Authority Bonds

92-1 and 92-2 360,000 - (25,000) 335,000 -

$ 658,077 $ - 3 (39,124) $ 335,000 $ -

Business-Type Activity Long Term Debt
Loan Payable
USDA Sewer Loan $ 297,300 $ - $ (3,700) $ 293,600 $ 3,900

Compensated Absences
Government Activities $ 17,503 8,331 - 3 25,834

Business-Type Activities $ 19.856 § - $ (2,803) $ 17,053

©
&
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Note 7 — Long-Term Debt (Continued)

Capital Lease Payable — The City entered into a capital lease agreement in 2012 for $78,789 to purchase
a backhoe loader. Interest on the lease is 4.3 percent. The lease was paid off in fiscal year 2016-17.

Public Finance Authority — The City has assumed full responsibility for the payment of two revenue
bonds issued by the San Joaquin Public Finance Authority. The bonds were issued in 1993 to fund several
special assessment districts and the General, Water and Sewer capital leases. As these funds are reporting
their proportionate share of the debt, the remaining portion is reported as a general City obligation. The
City retired a portion of the Series 1992 revenue bonds during the fiscal year ending June 30, 2010.
During the fiscal year ending June 30, 2013 the Water and Sewer funds retired their portion of the debt by
transferring $195,000 to the General Fund. The full amount of the debt is now payable by the General
Fund. Interest on the remaining Series 1992 revenue bond is 8% with final payment on the Series 1992 in
2022. The current total outstanding balance is $335,000.

USDA Sewer Loan Payable - In 2011 the City entered into an agreement with the USDA to partially
finance the sewer plant expansion. The loan agreement is for an amount not to exceed $315,000 and bears
interest at 4.375% with semi-annual payments on October 1* and April 1*. At June 30, 2017 the loan
outstanding amounts to $293,600.

The annual requirement to amortize the principal and interest on all long-term debt at June 30, 2017 are as

follows:
Governmental Activities  Business-Type Activities
Years ending June 30, Principal Interest Principal Interest
2018 $ - $ 26,800 §$ 3,900 $ 12,846
2019 - 26,800 4,100 12,674
2020 - 26,800 4,300 12,496
2021 - 26,800 4,400 12,306
2022 - 26,800 4,600 12,114
2023-2027 335,000 13,400 26,400 57,354
2028-2032 - - 32,700 51,048
2033-2037 - - 40,500 43,242
2038-2042 - - 50,200 33,576
2043-2047 - - 62,200 21,586
2048-2051 - - 60,300 6,742

$ 335000 $ 147,400 $ 293,600 $§ 275,984
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CITY OF SAN JOAQUIN

NOTES TO BASIC FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2017

Note 8 — Interfund Transfers

In general, the City uses interfund transfers to (1) move revenues from the funds that collect them to the
funds’ that statute or budget requires to expend them, (2) use unrestricted revenues collected in the General
Fund to help finance various programs and capital projects accounted for in other funds in accordance with
budgetary authorization, and (3) move cash to debt service funds from the funds responsible for payment as
debt service payments become due. In general, the effect of the interfund activity has been eliminated from
the government-wide financial statements.

Transfers In Transfers Out
Major Governmental Funds:
General Fund $ - 3 (5,710)
Housing Assistance - 7,440
Major Enterprise Funds:
Water Fund 880 -
Nonmajor Governmental Funds:
Low Moderate Housing Asset Fund 850 -
$ 1,730  $ 1,730

Note 9 — Deferred Outflows and Deferred Inflows of Resources

In addition to assets, the statement of net position will sometimes report a separate section for deferred
outflows of resources. This separate financial element, deferred outflows of resources, represents a
consumption of net position or fund balance that applies to future period(s) and thus, will not be
recognized as an outflow of resources (expense/expenditure) until then. The City reports the following
deferred outflows related to net pension liability in the Statement of Net Position:

Fiscal year 2016-17 pension contributions subsequent to measurement date $ 75,592
Difference between expected and actual experience 2,664
Net differences between projected and actual earnings on pension plan investments 131,173
Adjustment due to differences in proportions 56,382
Total deferred outflows of resources $265.811

In addition to liabilities, the statement of financial position will sometimes report a separate section for
deferred inflows of resources. This separate financial statement element, deferred inflows of resources,
represent an acquisition of net position or fund balance that applies to a future period(s) and so will not be
recognized as an inflow of resources (revenue) until that time. The City reports the following deferred
inflows related to net pension in the Statement of Net Position:

Net differences between projected and actual earnings on pension plan investments $ 21,451
Difference in projected and actual contributions 27,294
Difference between expected and actual experience 610
Changes in assumptions or other inputs 25.203
Total deferred inflows of resources $ 53.107

29



CITY OF SAN JOAQUIN

NOTES TO BASIC FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2017

Note 10 — Pension Plan

Plan Description - The City contributes to the California Public Employees' Retirement System (PERS),
an agent multiple-employer public employee defined benefit pension plan. PERS provides retirement and
disability benefits, annual cost-of-living adjustments and death benefits to plan members and
beneficiaries. PERS acts as a common investment and administrative agent for participating public
entities within the State of California. Benefit provisions and all other requirements are established by state
statute and city ordinance. Copies of PERS' annual financial report may be obtained from their Executive

Office - 400 P Street - Sacramento, CA 95814.

Funding Policy - Participants are required to contribute seven percent of their annual covered salary.
The City makes the contributions required of City employees on their behalf and for their account.
The City is required to contribute at an actuarially determined rate; the current rate is 6.555 - 8.377
percent for non-safety employees of annual covered payroll. The contribution requirements of plan
members and the City are established and may be amended by PERS.

The Plans’ provisions and benefits in effect at June 30, 2017, 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

Miscellaneous PEPRA
Classic Miscellaneous
Prior to After or On January

January 1, 2013 1,2013
2.0% at 55; 2.0% at 62;

maximum 2% maximum 2%
COLA COLA

5 years service 5 years service

monthly for life monthly for life

55 62
2.00% 2.00%
7.00% 6.25%
8.377% 6.555%
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CITY OF SAN JOAQUIN

NOTES TO BASIC FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2017

Note 10 — Pension Plan (Continued)

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 July 1 following notice of a change in the rate. Funding contributions for both Plans
are determined annually on an actuarial basis as of June 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 and the contribution rate of employees.

For the year ended June 30, 2017, the contributions recognized as part of the pension expense is as
follows:

Contributions — employer $ 75592
Contributions — employee $ 40,342

Pension Liabilities, Pension Expenses, and Deferred Outflows/Inflows of Resources Related to
Pensions

As of June 30, 2017, the City reported net pension liabilities for its proportionate shares of the net
pension liability of each Plan as follows:

Proportionate Share of
Net Pension Liability
Miscellaneous $827,211

The City’s net pension liability for each Plan is measured as the proportionate share of the net pension
liability. The net pension liability of each of the Plans is measured as of June 30, 2016, and the total
pension liability for each Plan used to calculate the net pension liability was determined by an actuarial
valuation as of June 30, 2015 rolled forward to June 30, 2016 using standard update procedures. The
City’s proportion of the net pension liability was based on a projection of the City’s long-term share of
contributions to the pension plans relative to the projected contributions of all participating employers,
actuarially determined. The City’s proportionate share of the net pension liability for each Plan as of
June 30, 2015 and 2016 was as follows:

Miscellaneous

Proportion — June 30, 2015 0.02251%
Proportion — June 30, 2016 0.02381%
Change — Increase/(Decrease) 0.00130%
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CITY OF SAN JOAQUIN

NOTES TO BASIC FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2017

Note 10 — Pension Plan (Continued)

For the year ended June 30, 2017, the City recognized pension expense of $155,961. At June 30, 2017,
the City reported deferred outflows of resources and deferred inflows of resources related to pension from

the following sources:

Deferred Outflows Deferred Inflows of

of Resources Resources

Pension contributions subsequent to

measurement date $ 75,592 $ -
Adjustment due to differences in proportions 56,382 -
Difference between projected and actual

contributions - (27,294)
Difference between expected and actual

experience in the Total Pension Liability 2,664 (610)
Changes in assumptions or other inputs - (25,203)
Net differences between projected and

actual earnings on pension plan investments 131,173 -
Total $ 265,811 $ (53,107)

$75,592 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 ended June 30,
2017. 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
2018 $ 23,096
2019 21,988
2020 58,052
2021 33,975
Thereafter -
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CITY OF SAN JOAQUIN

NOTES TO BASIC FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2017

Note 10 — Pension Plan (Continued)

Actuarial Assumptions — The total pension liability in the June 30, 2015 actuarial valuations were
determined using the following actuarial assumptions:

Valuation Date June 30, 2015
Measurement Date June 30, 2016
Actuarial Cost Method Entry-Age Normal Cost Method in

accordance with the requirements of
GASB Statement No. 68

Actuarial Assumptions:

Discount Rate 7.65%
Inflation 2.75%
Payroll Growth 3.00%
Salary Increases Varies by Entry Age and Service
Mortality Rate Table Derived using CalPERS' Membership !

Date for all Funds

Post Retirement Benefit Increa Contract COLA up to 2.75% until
Purchasing Power Protection
Allowance Floor on Purchasing Power
applies, 2.75% thereafter

! The mortality table used was developed based on CalPERS’ specific data. The table includes 20 years of
mortality improvements using Society of Actuaries Scale BB. For more details on this table, please refer
to the April 2014 experience study report (based on CalPERS demographic data from 1997 to 2011)

available online.

All other actuarial assumptions used in the June 30, 2015 valuation was based on the results of an actuarial
experience study for fiscal years 1997-2011, including updates to salary increase, mortality and retirement
rates. The Experience Study can be obtained at CalPERS’ website.
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CITY OF SAN JOAQUIN

NOTES TO BASIC FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2017

Note 10 — Pension Plan (Continued)

Change of assumptions — There were no changes of assumptions during the measurement period ended
June 30, 2016. Deferred inflows of resources for changes of assumptions presented in the Schedule of
Collective Pension Amounts represents the unamortized portion of the changes of assumptions related to
prior measurement periods.

Discount rate — The discount rate used to measure the total pension liability was 7.65 percent. To
determine whether the municipal bond rate should be used in the calculation of a discount rate for public
agency plans, the amortization and smoothing periods recently adopted by the Board were used. For the
Plan, the crossover test was performed for a miscellaneous agent rate plan and a safety agent rate plan
selected as being more at risk of failing the crossover test and resulting in a discount rate that would be
different from the long-term expected rate of return on pension investments. Based on the testing of the
plans, the tests revealed the assets would not run out. Therefore, the long-term expected rate of retrun on
pension plan investments was applied to all periods of projected benefit payments to determine the total
pension liability for PERF C. The crossover test results are presented in a detailed report called “GASB
Crossover Testing Report” that can be obtained on CalPERS’ website under the GASB 68 section.

The long-term expected rate of return on pension plan investments was determined using a building-block
method in which best-estimate ranges of expected future real rates of return (expected rate of 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, staff took into account both short-term and long-term
market return expectations as well as the expected pension fund (Public Employees’ Retirement Fund)
cash flows. Such cash flows were developed assuming that both members and employers will make their
required contributions on time and as scheduled in all future years. Using historical returns of all the
funds’ asset classes, expected compound (geometric) 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. The expected
nominal 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 long-term expected real rates of return by asset class can be found in CalPERS’ Comprehensive
Annual Financial Report for the fiscal year ended June 30, 2016.
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NOTES TO BASIC FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2017

Note 10 — Pension Plan (Continued)

The table below reflects long-term expected real rates 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. The geometric rates of return are net of administrative expenses.

New Strategic Real Return I Real Return 2

Asset Class Allocation Years 1-10 Years 11+
Global Equity 51% 5.25% 571%
Global Fixed Income 20% 0.99% 2.43%
Inflation Sensitive 6% 0.45% 3.36%
Private Equity 10% 6.83% 6.95%
Real Estate 10% 4.50% 5.13%
Infrastructure and Forestland 2% 4.50% 5.09%
Liquidity 1% -0.55% -1.05%
Total 100%

' An expected inflation of 2.5% used for this period
2 An expected inflation of 3.0% used for this period

Sensitivity of the Proportionate Share of the Net Pension Liability to Changes in the Discount Rate
- The following presents the City’s proportionate share of the net pension liability for each Plan,
calculating using the discount rate of each Plan, as well as what the City’s proportionate share of the net
pension liability would be if it were calculated using a discount rate that is 1-percentage point lower
(6.65%) or 1-percentage point higher (8.65%) than the current rate:

Current
Discount
1% Decrease Rate 1% Increase
(6.65%) (7.65%) (8.65%)

Net Pension Liability  $ 1,308,887 $§ 827,211 $ 429,130

Pension Plan Fiduciary Net Position — Detailed information about each pension plan’s fiduciary net
position is available in the separately issued CalPERS financial reports.

Payable to the Pension Plan

At June 30, 2017, the City has no outstanding amount of contributions to the pension plan required for
the year ended June 30, 2017.
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NOTES TO BASIC FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2017

Note 11 — Concentrations

The Successor Agency owes the City $919,207 from cash pool overdrafts. Should the Agency be unable
to repay the City debt in the future, this could create financial difficulties for the City. Management
believes that the obligations of the former redevelopment agency due to the City are valid enforceable
obligations payable by the successor agency trust under the requirements of the Bill.

Note 12 — Risk Management

The City participates with other public entities in a joint venture under a joint powers agreement which
establishes the Central San Joaquin Valley Risk Management Authority (CSJVRMA). The relationship
between the City and CSJVRMA is such that CSJVRMA is not a component unit of the City for financial
reporting purposes.

The City is covered for the first $1,000,000 of each general liability claim through the CSJIVRMA. The
City has the right to receive dividends or the obligation to pay assessments based on a formula which,
among other expenses, charges the City's account for liability losses under $50,000. The CSJVRMA
purchases excess reinsurance from $1,000,000 to $15,000,000.

The CSJVRMA is a consortium of 55 cities in San Joaquin Valley, California. It was established under the
provisions of California Government Code Section 6500, et. seq. The CSJVRMA is governed by a Board
of Directors, which meets three to four times each year, consisting of one member appointed by each
member city. The day-to-day business is handled by a management group employed by the CSJVRMA.
The financial statements of CSJVRMA can be obtained at 1831 K Street, Sacramento, CA 95814.

The latest audited financial information and the most current information available for CSJVRMA for
fiscal year ended June 30, 2016 is as follows:

Total assets $ 92,743,162
Total liabilities 77,308,330
Net position $ 15,434,832
Total revenues $ 40,680,321
Total expenses 38,202,139
Increase/(decrease) in net position $ 2,478,182

Note 13 — Contingencies

Federal and State Government Programs - The City participates in several federal and state grant
programs. These programs have been audited, as needed, in accordance with the provisions of the federal
Single Audit Act of 1984 and applicable state requirements. No cost disallowances were proposed as a
result of these audits. However, these programs are still subject to further examination by the grantors and
the amount, if any, of expenditures, which may be disallowed by the granting agencies, cannot be
determined at this time. The City expects such amounts, if any, to be immaterial.
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NOTES TO BASIC FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2017

Note 14 — Subsequent Events

The City evaluated subsequent events for recognition and disclosure through October 12, 2017, the date
which these financial statements were available to be issued. Management concluded that no material
subsequent events have occurred since June 30, 2017 that required recognition or disclosure in such
financial statements.

Note 15 — Prior period adjustments

The City had a prior period adjustment in the Housing Assistance Fund to record the notes receivable as
unavailable revenues in the amount of $2,560,973. The net effect of this adjustment decreased the fund
balance of the Housing Assistance Fund.

Note 16 — Deficit Fund Balances

Fund Balance Deficits - The following is a summary of deficit fund balances as of June 30, 2017:

Major Governmental Funds:
General Fund $126,960

The deficit fund balance in the General Fund is due to expenditures exceeding revenues. The deficit is
expected to be negated by future revenues.
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CITY OF SAN JOAQUIN

BUDGETARY COMPARISON SCHEDULE

GENERAL FUND
YEAR ENDED JUNE 30, 2017
Variance with
Final Budget
Budgeted Amounts Actual Positive/
Original Final Amounts (Negative)
Revenue
Taxes $ 657,113 § 657,113 § 608,784 § (48,329)
Intergovernmental - - 81 81
Licenses, permits and impact fees 94,100 94,100 21,080 (73,020)
Fines and forfeitures 1,250 1,250 490 (760)
Interest and rents 35,500 35,500 23,184 (12,316)
Loan repayments - - 46,105 46,105
Other 20,000 20,000 5,510 (14,490)
Total revenue 807,963 807,963 705,234 (102,729)
Expenditures
Current
General government 336,898 336,898 349,179 (12,281)
Public safety 145,092 145,092 112,585 32,507
Parks and recreation 148,981 148,981 173,491 (24,510)
Community development 119,306 119,306 117,930 1,376
Capital outlay 3,000 3,000 - 3,000
Debt service
Principal 35,000 35,000 25,000 10,000
Interest and other charges 17,720 17,720 28,799 (11,079)
Total expenditures 805,997 805,997 806,984 (987)
Revenue over (under)expenditures 1,966 1,966 (101,750) (103,716)
Other Financing Sources/(Uses)
Transfers in/(out) - - 5,710 5,710
- - 5,710 5,710
Net Change in Fund Balance $ 1,966 $ 1,966 (96,040) § (98,006)
Fund Balance
Beginning of year (30,920)
End of year $  (126,960)
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CITY OF SAN JOAQUIN

BUDGETARY COMPARISON SCHEDULE
HOUSING ASSISTANCE FUND

YEAR ENDED JUNE 30, 2017
Variance with
Final Budget
Budgeted Amounts Actual Positive/
Original Final Amounts (Negative)
Revenue
Intergovernmental $ - § - $ 74,664 $ 74,664
Interest 5,000 5,000 12,124 7,124
Loan repayments - - 36,066 36,066
Total revenue 5,000 5,000 122,854 117,854
Expenditures
Current
Community development 6,290 6,290 65,569 (59,279)
Total expenditures 6,290 6,290 65,569 (59,279)
Revenue over (under)expenditures (1,290) (1,290) 57,285 58,575
Other Financing Sources/(Uses)
Transfers in/(out) - net - - (7,440) (7,440)
Net Change in Fund Balance $ (1,290) $ (1,290) 49,845 § 51,135
Fund Balance
Beginning of year 2,991,464
Prior period adjustment (2,560,973)
$ 480,336

End of year
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CITY OF SAN JOAQUIN

BUDGETARY COMPARISON SCHEDULE
MEASURE C FUND

YEAR ENDED JUNE 30, 2017
Variance with
Final Budget
Budgeted Amounts Actual Positive/
Original Final Amounts (Negative)
Revenue
Intergovernmental $ 191,719 $ 191,719 $§ 187,982 § (3,737)
Interest and rent 1,500 1,500 1,908 408
Total revenue 193,219 193,219 189,890 (3,329)
Expenditures
Current
Public works 147,201 147,201 92,321 54,880
Total expenditures 147,201 147,201 92,321 54,880
Revenue over (under)expenditures 46,018 46,018 97,569 51,551
Other Financing Sources/(Uses)

Transfers in/(out) - - - -
Net Change in Fund Balance $ 46,018 $ 46,018 97,569 $§ 51,551
Fund Balance

Beginning of year 505,824

5 603393

End of year

40



"UMOYS 218 183K 931y} A[U0 210J219y] ‘uoneuswajduwil Jo Jeok 1S11y 9y} Sem G- 10T 189K [BOSI

%0L'68 Aj[1qer] uoisuad [e10], ays Jo a3riuaoiad  se uonisod jou Areronpyy s,uejd
1€S°0SLT $ $  vS9'0L6'T $ uonisod 19u Areronpiy s,ueld
%lv'LS [j0dAed 29K0]dwe-paioanod

Jo 93ejuaoiad e se Kyiqiqer] uoisuad 19U oY) Jo aleys 9jeuoriiodold

€29°0€S  § $ 000765 $ j101ked sakojdws - paisA0)
117°L28  $ $ 7€0°1¥¢€ $ Anqer| uoisuad jou o3 Jo a1eys 9jeuontodold
%08€10°0 Ayngery uorsuad 3ou a3 Jo uonodoid

¢10T
SNOQUB[9ISIA

LT0T ‘0€ ANNL AHANT AVAA

*SAVHA 0T LSV

ALTTIGVIT NOISNHd .LAN 40 FIVHS ALVNOILYO0dOdd S(ALID FHL 40 ' TNAHAHOIS

NINOVOSL NVS 40 ALID



9%00°€E ymoun [jolhed
SoLIENIOY
Jo Awioog ay3 Aq paystjgnd v ofeog Suisn jusweaordunr Kijenow
paroafoud jo sresk ¢ apnjour sejel K11{elIOUI JUSWIBINSI-ISOJ pue
UBWBARI-2I] “L00T 0} L661 woy pouad oy 10] Apmg sousiiodxy

SYAdIBD 010T Y3 U0 paseq d1e Juawalllay Jo sauljiqeqoid sy, AjepoN
L00Z 01 L661 wioy poriad oy Joj Apnig soustiadxy
SUAJIRD 0107 94 U0 paseq a1 JUSWLINY JO senrjiqeqosd oy 98y owaunay
uoneygul Suipnjour wInjay JO s1ey JUSUISIAU]
‘sasusdxs aanjensiurwpe pue jususaaul uejd uorsuad Jo 10U ‘0408,
901A18§ pue 98y Anus Aq SoLIBA saseatou] Aiejeg
%SLT uoneuy
%S9°L Qe WNOOSI(T
:suondunssy jeLnjoy
reuuoN 98y Anug POYISIA 150D JelIENIOY

:Sojel UONINQLIIUOD SUIWLINOP
03 pasn suopduwmnsse pue SpoyIaN
SUONNLIZUO) JO 3[NPIYIS 03 SIJON

UMOYS aIe 1834 991} A[Uo 210j2I10y] ‘uorjeluswd[duwl JO 189K 1SI1J oY} SBM G[-H (7 189K [BOSI ],

%8701 [1014ed 9aK0[dwa-paIaaod Jo o3ejuso1ad © se suornNqLIuoD
€29°0€S  $ $ 00019 $ [j0ifed aakojdwa-pasano))
$ - $ (sS99%9) AoUaId1Jop suoNGLIU0D)
(000°8S) SUOIINQLIIUOD POUTULIDIOP A[[BLIBNIOR Y} O] UOTIR[AI Ul SUONGLIIU0D)
$ 000°8S $ (pourunajap Ajjelienior) uonnqLiuod paiinbal Ajjenidoenuo)

S10T

SNOJUB[[IISIA

LT0T ‘0€ ANAL AAANT IVIA

*SUVHA 0T LSV']
SNOILAITIINOD 40 ' INdHHIS

NINOVOL NVS 40 ALID



SUPPLEMENTAL ONLY INFORMATION




174

0£5°526 $ 966°6Y $ 1L001 § - § 66LES § LSOOIy $ 66£°1T¢ $ 80TYL §  sdoup[eq pury pue sanl[iqel] [B10L

665 CT6 £65 6% 1L0°01 - 66L°ES LSLSTY IL1°61¢ 80T VL oUL[Rq puny [e10f,
£6S°6Y £65°67 - - - - - = sourusuIew adeospue
66L°ES - - - 66L°€S - - - s10afoud Juswsaosdunt [eyde)
8T6'VEL - - - - LSL'STY 1L161€ - siuswaAcIdull UONBNOILY
80T vL - - - - - - 80T VL swesdod Kajes d1gng
1L0°01 $ - § 101 $ - § - $ - $ - $ - $ S3NIALOE BUISNOY SWODU-MO]

paloLISy

JauBeyg pung

1€6°C €0y - - - 00€ 87T - SanIIqey [BIo L
1£6C $ oy - - - 00€ [ Yaard - asuadxa panlooe pue ajgeded sunosdy
saniqery
HONVIVE ANNA ANV STLLIHEVIT

0£5°ST6 $ 9666 $ 1L0°01 $ - $ 66L°¢S § LSOOIV $ 66£1Z¢ $ 80TVL $ sjosse [ejo],
£78°6T ¥T - - - 019°8 60T L 000°01 SJUSWUISA0S 1930 WOy on(
(444 0t - - - [a%4 081 - S[qBAI9991 JS9JAIU]
SYT'668 $ ey § 1L0°01 $ - § 66L°€S $ SI1TLOY § 010%1€ $ 80TY9 $ SJUSLUISOAUL PUE YSED
SLUSSV
spunf ADUBUIUIBIAL 1988y SuISnoH juswdopasg 533 uoneyrodsueay X8 ], s8D £39)8Q
[BIUIWUIIAOD adsaspuery VIIPOIA] MO Aunuwuo) joudury Hiols Aigng
Jofewi-uoN
1#30],
LTI0T ‘0€ ANNL

SANNA TYINTNNIIAOD HOLVIA-NON
LIAHHS IDNVTVE DNINIFINOD

NINOVOL NVS 40 ALID



44

665726 § 656t $ 1L0°01 § - $ 66L°¢S $ LSL'S1y § ILI'6IE $ 80THL 1eak 3o pug
085°C6L 6E7°Ey - - v69°€S $188¢€¢€ LTYTIE S08'th Teak Jo Suiuuisag
Jsuepeg pung
610°0€1 ¥S1°9 1L0°01 - S01 T6°9L PreE‘L £0v°6T auejeq puny u d3ury)
0¢8 - 08 - - - - -
058 - 058 - z - - - jou - (3no)/ur sisysuey SuperadQ
(sasn)/sa2ano0s Sunuvnly YO
691°6T1 $51°9 1276 - SOl Th69L 220 £0v°6T samjipuadxa (10pun) 19AO SNUIAY
6L0°€6T 899°61 - 60785 - 6191 £8€°CL 000°001 sarmipuadya fuo,
SO€ - - - - - S0¢ - $351BYO 1910 puB 1SIIU]
F(A%41 - - - - - iZAR - Tediduiig
901AI95 199
60¥°8S - - 60¥°8S - - - - Aepno fejiden
192°0T1 299°61 - - - 6191y $56°8S - S3Iom dHgnd
000°001 - - - - - - 000001 Kyoyes o1jqng
JEYT g
saanyipuadxy
8¥T'TTY 778°ST 1226 60¥°8¢S S01 1957811 LTL08 £0Y'6T1 IRUBAN [8)0 ],
LYLT 941 - - So1 192°1 LSTT 6L isato]
¥T8°€6E - 1226 60v°8S - 00€°LT1 0LS6L $TE6T1 [ejuaWLIA0SIoIU]
LLY'ST $ LLY'ST $ - $§ - § - $ - $ - § - SaXe],
INUIANY
spuny AULUUIBIA] 19SSy SHISNOH] Juourdopadq 530 uonejrodsueay, X8 ], se9 Lo3eg
[BIHIUIUIIACY adeospuwry ALIIPOIAl MO Ajpunmwoe)) jouduy 1820} aHgng
Jofeuw-uoy
oL
LY0T ‘0€ ANNL AIANT AVIA

SANNA TVININNYIAOD HOLVIA-NON
HONVTVE ANNA NI STONVHD ANV STINLIANIIXT ‘AONTATY 40 INTINALVLS ONINIFINOD

NINOVOSL NVS 40 ALID



BRYANT L. JOLLEY

CERTIFIED PUBLIC ACCOUNTANTS Bryant L. Jolley C.P.A.
Ryan P. Jolley C.P.A.

Darryl L. Smith C.P.A.

Jaribu Nelson C.P.A.

Lan T. Kimoto

Jeffrey M. Schill

INDEPENDENT AUDITOR’S 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 Honorable Mayor and City Council
City of San Joaquin, 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, the financial statements of the governmental activities, the business-
type activities, each major fund, and the aggregate remaining fund information of the City of San Joaquin,
California, (the “City”) as of and for the year ended June 30, 2017, and the related notes to the financial
statements, which collectively comprise City’s basic financial statements, and have issued our report thereon
dated October 12, 2017.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the City’s internal control over
financial reporting (internal control) to determine the 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 the 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. We did identify certain deficiencies in internal control, described in the accompanying schedule
of findings and questioned costs that we consider to be a material weakness. Finding 2017-01
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether City’s financial statements are free from material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements, noncompliance with which could have a direct and material effect on the determination of
financial statement amounts. However, providing an opinion on compliance with those provisions was not an
objective of our audit, and accordingly, we do not express such an opinion. The results of our tests disclosed no
instances of noncompliance or other matters that are required to be reported under Government Auditing
Standards.

City’s Response to Findings

The City’s response to the findings identified in our audit is described in the accompanying schedule of
findings. The City’s response 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 entity’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 entity’s internal control and compliance. Accordingly, this communication is not
suitable for any other purpose.

October 12,
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CITY OF SAN JOAQUIN

SCHEDULE OF FINDINGS
YEAR ENDED JUNE 30, 2017

Finding 2017-01: Internal Control over Financial Reporting (Material Weakness)

Criteria

An organization should have a system of internal controls, which are suitably designed to allow management
or employees, in the normal course of performing their assigned functions, to prevent, or detect and correct
misstatements of the entity’s financial statements on a timely basis. Formal written policies and procedures
are in integral part of a system of internal controls. Such policies and procedures are established to ensure
integrity over financial reporting, including compliance with provisions of laws, regulations, contracts, and
grant agreements that could have a direct and material effect on the financial statements, and to safeguard
assets.

Condition

In the process of performing our audit, we encountered instances where grant schedules and support provided
by management did not reconcile with what was recorded in the general ledger or was not readily available.
While grants are a valuable source of revenue within the community, they impose very specific and stringent
reporting requirements that consume considerable staff time and related overhead expense to administer them.
Each grant should be tracked in its own fund in the general ledger and have its own organized comprehensive
file with all supporting documentation from start to finish. If an outside consultant is responsible for
administering the grant, the Finance department should ensure that copies of all grant correspondence is
received by the City. This will allow for proper tracking and accurate accounting be performed to ensure the
goals and purposes of the grant have been achieved and accounted for properly.

Auditors had to perform additional procedures over testing of account balances related to grants and
significant journal entries were proposed in the following areas: receivables, intergovernmental revenues,
expenses, unavailable revenues, and transfers.

Cause
The City did not have adequate controls in place to ensure accounting records were properly recorded timely

and accurately.

Recommendation

We recommend that the City review its policies and procedures concerning tracking and accounting for grant
activity and develop, approve and implement formal written policies and procedures to ensure that the City’s
system of internal control over financial reporting and the safeguarding of assets is suitably designed. The
City should perform periodic monitoring reviews to determine that the controls are functioning as intended
and that the correct controls are in place.

Management’s Response

We concur with the auditor’s recommendation and are in the process of developing policies and procedures. The
procedures will ensure all entries are captured in the City’s general ledger in a timely manner, and supporting
schedules agree or reconcile to respective account balances prior to the trial balance being provided for the
auditor.
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