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INDEPENDENT AUDITOR’S REPORT

To the Honorable Mayor and Members of City Council
of the City of Watsonville, California
Report on the Financial Statements
We have audited the accompanying financial statements of the Measure D Fund (Measure D) of the City of
Watsonville, California (City), as of and for the year ended June 30, 2019, and the related notes to the financial
statements as listed in the Table of Contents.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes the
design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of the 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 City’s preparation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing such an opinion on the effectiveness of the City’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.
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Opinions
In our opinion, the financial statements referred to above fairly, in all material respects, the financial
position of the Measure D Fund as of June 30, 2019, and the change in financial position and the
budgetary comparisons as listed in the Table of contents, for the year then ended in accordance with
accounting principles generally accepted in the United States of America.
Emphasis of a Matter
As discussed in Note 1, the financial statements present only the Measure D Fund and do not purport to, and
do not present fairly the financial position of the City of Watsonville as of June 30, 2019, the changes in its
financial position, for the year then ended in accordance with accounting principles generally accepted in the
United States of America. Our opinion is not modified with respect to this matter.
Other Reporting Required by Government Auditing Standards
In accordance with Government Auditing Standards, we have also issued our report dated January 30, 2020
on our consideration of the City’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 the City’s internal control over financial
reporting and compliance.

January 30, 2020
Pleasant Hill, California
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CITY OF WATSONVILLE
MEASURE D FUND
BALANCE SHEET
June 30, 2019

ASSETS
Cash and investments

$

1,495,935

Accounts receivable

74,993

Due from other governments

96,043

Total Current Assets

$

1,666,971

$

36,808

LIABILITIES AND DEFERRED OUTFLOW OF RESOURCES
Accounts payable
Deferred outflow of resources:
Unavailable revenues

96,043

Total Liabilities and Deferred Outflow of Resources

132,851

FUND BALANCE
Restricted for:
Bicycle safety improvements program

28,000

Downtown Revitalization program

81,450

Trails maintenance

-

Pedestrian & Traffic safety program

191,503

Admin cost

5,598

Other Measure D programs

1,227,569

Total Fund Balance

1,534,120

TOTAL LIABILITIES, DEFERRED INFLOW OF RESOURCES
AND FUND BALANCE

$

See accompanying Notes to Basic Financial Statements.
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1,666,971

CITY OF WATSONVILLE
MEASURE G FUND
STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGE IN FUND BALANCE
For The Year Ended June 30, 2019

REVENUES
Measure D allocation
Interest
Total Revenues

$

892,397
34,622
927,019

EXPENDITURES
Bicycle safety improvements program
Pedestrian & Traffic safety program
Street Sidewalks
Adinstrative costs
Total Expenditures

28,000
85,604
105,899
5,598
225,101

NET CHANGE IN FUND BALANCE

701,918

FUND BALANCE
Beginning Fund Balance
Ending Fund Balance

$

See accompanying Notes to Basic Financial Statements.
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832,202
1,534,120

CITY OF WATSONVILLE
MEASURE G FUND
STATEMENT OF REVENUES, EXPENDITURES AND
CHANGE IN FUND BALANCE - BUDGET AND ACTUAL
For The Year Ended June 30, 2019

Variance
Final
REVENUES

Favorable

Budget

Sales tax - Transportation

$

750,000

Actual
$

Interest Revenue

(Unfavorable)

892,397

$

142,397

34,622

34,622

750,000

927,019

177,019

Bicycle safety improvements program

89,415

28,000

61,415

Downtown Revitalization program

21,450

-

21,450

100,000

-

100,000

Total Revenues
EXPENDITURES

Trails maintainance
Pedestrian & Traffic safety program
Street Sidewalks

93,656

85,604

8,052

941,849

105,899

835,950

Adinstrative costs

5,598

Total Expenditures

1,246,370

NET CHANGE IN FUND BALANCE

$

225,101

(496,370)

701,918

FUND BALANCE
Beginning Fund Balance

832,202

Ending Fund Balance

$

See accompanying Notes to Basic Financial Statements
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(5,598)

1,534,120

1,021,269
$

1,198,288

CITY OF WATSONVILLE
MEASURE D FUND
NOTES TO THE BASIC FINANCIAL STATEMENTS
June 30, 2019
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A.

Reporting Entity
On November 8, 2016, the voters of Santa Cruz County, pursuant to the provisions of the
Local Transportation Authority and Improvement Act (the Act), California Public Utilities
Code, Division 19, Section 180000 et seq. adopted an ordinance approving the Santa Cruz
County Transportation Improvement Plan Measure (Measure D), thereby authorizing Santa
Cruz County Regional Transportation Commission, referred to herein as the Local
Transportation Authority (Authority), to administer the proceeds from a retail transaction
and use tax of one-half of one-percent (0.5%) that will last for 30 years from the initial date
of collection. The Measure D Ordinance authorizes the Authority to allocate, administer,
and oversee the expenditure of all Measure D revenues and to distribute revenues no less
than qua1terly to local jurisdictions (including City of Watsonville), Santa Cruz
Metropolitan Transit District, and the Consolidated Transportation Service Agency.
The financial statements presented only the activities of the City Measure D Fund, and are
not intended to present fairly the financial position and changes in financial position of the
City, in accordance with accounting principles generally accepted in the United States of
America.

B.

Basis of Accounting
The Measure D Fund of the City is maintained on the modified accrual basis of
accounting. As such, revenues are recognized when they become susceptible to accrual,
that is, when they become both measurable and available to finance expenditures of the
current period. Expenditures are recognized in the accounting period in which the liability is
incurred (when goods are received or services rendered).

C.

Estimates
The preparation of financial statements in accordance with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect certain reported amounts and disclosures. Accordingly, actual
results could differ from those estimates.

NOTE 2 - CASH AND INVESTMENTS
Cash and investments at June 30, 2019, consist of the following:
Pooled cash and investments with the
City of Watsonville

$1,495,935

Please refer to the notes of the City's June 30, 2019 Comprehensive Annual Financial Report
regarding cash and investments for additional detail.
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INDEPENDENT AUDITOR’S REPORT ON
INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE WITH THE APPLICABLE REQUIREMENTS
AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS
To the Honorable Mayor and Members of City Council
of the City of Watsonville, 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 City of Watsonville Measure
D Fund (Measure D) as of and for the year ended June 30, 2019, and the related notes to the financial
statements, and have issued our report thereon dated January 30, 2020.
Internal Control Over Financial Reporting
In planning and performing our audit of the Measure D financial statements, we considered the Measure D’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 Measure D’s internal control.
Accordingly, we do not express an opinion on the effectiveness of Measure D’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 Measure D’s
financial statements will not be prevented, or detected and corrected on a timely basis. A significant
deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe than a
material weakness, yet important enough to merit attention by those charged with governance.
Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material weaknesses
or significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in
internal control that we consider to be material weaknesses. However, material weaknesses may exist that
have not been identified.

9

Compliance and Other Matters
As part of obtaining reasonable assurance about whether the Measure D’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.
Our procedures included the applicable audit procedures and tests of compliance with the Master Funding
Agreement (Agreement) between the Authority and City, and the applicable provisions of the Authority
Ordinance No. 2016-01 (Ordinance). The Ordinance Section. 32 Taxpayer Safeguards, Audits, and
Accountability requires that: (a) Each agency receiving Measure Revenue shall annually adopt an annual
report; (b) No less than annually, an independent annual audit shall be conducted of the expenditure of all
funds generated by the transportation tax. The audit, which shall be made available to the public, shall report
on evidence that the expenditure of funds is in accordance with the Plan as adopted.
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.
We have also issued a separate Memorandum on Internal Control dated January 30, 2020, which is an
integral part of our audit and should be read in conjunction with this report.
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 result of that testing, and not to provide an opinion on the effectiveness of the Measure D’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 Measure D’s internal control and compliance.
Accordingly, this communication is not suitable for any other purpose.
This report is intended solely for the information and use of the City Council, others within the City, and is
not intended to be and should not be used by anyone other than these specified parties; however, this
restriction is not intended to limit the distribution of the report, which is a matter of public records.

Pleasant Hill, California
January 30, 2020
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