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INDEPENDENT AUDITOR’S REPORT 
 
 
To the Board of Directors 
Tulare County Association of Governments 
Visalia, California 
 
To the City Council 
City of Visalia 
Visalia, California  
 
 
Report on the Audit of the Financial Statements 
 
Opinions 
 
We have audited the accompanying financial statements of the Measure R Revenue Fund (the Measure 
R Fund) and the Local Transportation Fund and the Transit Fund (collectively, the Transportation 
Development Act (TDA) Funds) of the City of Visalia (the City), as of and for the fiscal year ended June 
30, 2022, and the related notes to the financial statements, which collectively comprise the City’s 
Measure R Fund’s and TDA Funds’ basic financial statements as listed in the table of contents. The June 
30, 2021, summarized comparative information has been derived from the 2021 financial statements and 
is included for additional analysis only.  
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position of the Measure R Fund and TDA Funds, as of June 30, 2022, and the 
respective changes in financial position, thereof for the fiscal year then ended in accordance with 
accounting principles generally accepted in the United States of America. 
 
Basis for Opinions 
 
We conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Our responsibilities under those standards are 
further described in the Auditor’s Responsibilities for the Audit of the Financial Statements section of our 
report. We are required to be independent of the City and Tulare County Association of Governments, 
and to meet our other ethical responsibilities, in accordance with the relevant ethical requirements relating 
to our audit. We believe that the audit evidence we have obtained is sufficient and appropriate to provide 
a basis for our audit opinions. 
 
Emphasis of a Matter 
 
As discussed in Note 1, these financial statements present only the Measure R Fund and TDA Funds and 
do not purport to, and do not, present fairly the financial position of the City as of June 30, 2022, the 
changes in its financial position for the fiscal year then ended in accordance with accounting principles 
generally accepted in the United States of America. Our opinion is not modified with respect to this 
matter. 
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Responsibilities of Management for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of the financial statements in 
accordance with accounting principles generally accepted in the United States of America, and for the 
design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
In preparing the financial statements, management is required to evaluate whether there are conditions or 
events, considered in the aggregate, that raise substantial doubt about the Measure R Fund and TDA 
Funds’ ability to continue as a going concern for twelve months beyond the financial statement date, 
including any currently known information that may raise substantial doubt shortly thereafter. 
 
Auditor’s Responsibilities for the Audit of the Financial Statements 
 
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are 
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that 
includes our opinions. Reasonable assurance is a high level of assurance but is not absolute assurance 
and therefore is not a guarantee that an audit conducted in accordance with auditing standards generally 
accepted in the United States of America and Government Auditing Standards will always detect a 
material misstatement when it exists. The risk of not detecting a material misstatement resulting from 
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional 
omissions, misrepresentations, or the override of internal control. Misstatements are considered material 
if there is a substantial likelihood that, individually or in the aggregate, they would influence the judgment 
made by a reasonable user based on the financial statements. 
 
In performing an audit in accordance with auditing standards generally accepted in the United States of 
America and Government Auditing Standards, we: 
 

 Exercise professional judgment and maintain professional skepticism throughout the audit. 
 Identify and assess the risks of material misstatement of the financial statements, whether due to 

fraud or error, and design and perform audit procedures responsive to those risks. Such 
procedures include examining, on a test basis, evidence regarding the amounts and disclosures 
in the financial statements. 

 Obtain an understanding of internal control relevant to the audit in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of expressing an 
opinion on the effectiveness of the City’s internal control relating to the Measure R Fund and TDA 
Funds. Accordingly, no such opinion is expressed. 

 Evaluate the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluate the overall presentation of the 
financial statements. 

 Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, 
that raise substantial doubt about the Measure R Fund and TDA Funds’ ability to continue as a 
going concern for a reasonable period of time. 
 

We are required to communicate with those charged with governance regarding, among other matters, 
the planned scope and timing of the audit, significant audit findings, and certain internal control-related 
matters that we identified during the audit. 
 
Required Supplementary Information 
 
Management has omitted the Management’s Discussion and Analysis, Budgetary Comparison 
Schedules, the Schedule of the City Transit Fund’s Proportionate Share of the City’s Net Pension Liability, 
and the Schedule of Contributions 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. 
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Other Reporting Required by Government Auditing Standards  
 
In accordance with Government Auditing Standards, we have also issued our report dated April 20, 2023, 
on our consideration of the City’s internal control over financial reporting relating to the Measure R Fund 
and TDA Funds and on our tests of its compliance with certain provisions of laws, regulations, contracts, 
and grant agreements and other matters. The purpose of that report is solely to describe the scope of our 
testing of internal control over financial reporting and compliance relating to the Measure R Fund and 
TDA Funds and the results of that testing, and not to provide an opinion on the effectiveness of the City’s 
internal control over financial reporting or on compliance relating to the Measure R Fund and TDA Funds. 
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 relating to the Measure R 
Fund and TDA Funds.  
 
 BROWN ARMSTRONG 
 ACCOUNTANCY CORPORATION 
  
 
 
 
Bakersfield, California 
April 20, 2023 
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CITY OF VISALIA 
LOCAL TRANSPORTATION REVENUE FUND 

BALANCE SHEET 
JUNE 30, 2022 

WITH COMPARATIVE TOTALS 
 
 
 

2022 2021
ASSETS

Cash and cash equivalents 3,149,994$     860,779$        
Restricted cash and cash equivalents 600,962          603,143          
Due from other governments 94,565            3,490,759       

TOTAL ASSETS 3,845,521$     4,954,681$     

LIABILITIES AND FUND BALANCE

LIABILITIES
Accounts payable 34,122$          324,736$        

TOTAL LIABILITIES 34,122            324,736          

FUND BALANCE
Restricted by:

Laws and regulations of other governments 3,811,399       4,629,945       

FUND BALANCE 3,811,399       4,629,945       

TOTAL LIABILITIES AND FUND BALANCE 3,845,521$     4,954,681$     
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CITY OF VISALIA 
LOCAL TRANSPORTATION REVENUE FUND 

STATEMENT OF REVENUES, EXPENDITURES, AND  
CHANGES IN FUND BALANCE 

FOR THE FISCAL YEAR ENDED JUNE 30, 2022 
WITH COMPARATIVE TOTALS 

 
 
 

2022 2021
REVENUES

Local transportation funds -$                     1,458,911$      
Other grants 1,471,650        4,502,934        
Other revenues 2,193               49,161             
Interest (100,706)          5,407               

TOTAL REVENUES 1,373,137        6,016,413        

EXPENDITURES
Construction and maintenance 2,191,014        3,960,567        
Administration 669                  247                  

TOTAL EXPENDITURES 2,191,683        3,960,814        

Net change in fund balance (818,546)          2,055,599        

Fund balance, beginning 4,629,945        2,574,346        

Fund balance, ending 3,811,399$      4,629,945$      
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CITY OF VISALIA 
MEASURE R REVENUE FUND 

BALANCE SHEET 
JUNE 30, 2022 

WITH COMPARATIVE TOTALS 
 
 
 

2022 2021
ASSETS

   Cash and cash equivalents 9,990,616$      6,888,779$      
Due from other governments 709,403           1,948,827        

TOTAL ASSETS 10,700,019$    8,837,606$      

LIABILITIES AND FUND BALANCE

LIABILITIES
Accounts payable 57,715$           554,131$         
Due to other City funds 392,008           521,921           

TOTAL LIABILITIES 449,723           1,076,052        

FUND BALANCE
Restricted by:

Laws and regulations of other governments 10,250,296      7,761,554        

FUND BALANCE 10,250,296      7,761,554        

TOTAL LIABILITIES AND FUND BALANCE 10,700,019$    8,837,606$      
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CITY OF VISALIA 
MEASURE R REVENUE FUND 

STATEMENT OF REVENUES, EXPENDITURES, AND  
CHANGES IN FUND BALANCE 

FOR THE FISCAL YEAR ENDED JUNE 30, 2022 
WITH COMPARATIVE TOTALS 

 
 
 

2022 2021
REVENUES

Measure R transportation funds 4,036,734$      3,400,598$      
Measure R trailway and special projects funds 1,460,731        3,221,666        
Other revenue 11                    35,950             
Interest (242,093)          25,367             

TOTAL REVENUES 5,255,383        6,683,581        

EXPENDITURES
Local program 535,375           1,908,298        
Trailway 522,617           201,324           
Special projects 1,708,649        1,888,018        

TOTAL EXPENDITURES 2,766,641        3,997,640        

Net change in fund balance 2,488,742        2,685,941        

Fund balance, beginning 7,761,554        5,075,613        

Fund balance, ending 10,250,296$    7,761,554$      
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CITY OF VISALIA 
TRANSIT FUND 

BALANCE SHEET 
JUNE 30, 2022 

WITH COMPARATIVE TOTALS 
 

 
 

2022 2021
ASSETS
Current assets

Cash and cash equivalents 35,817,870$    35,141,450$    
Accounts receivable 398,740           294,588           

   Due from other governments 11,684,273      10,276,267      

Total current assets 47,900,883      45,712,305      

Capital assets, net of accumulated depreciation 33,290,194      32,518,885      

TOTAL ASSETS 81,191,077$    78,231,190$    

LIABILITIES AND FUND BALANCE
Accounts payble and compensated absences 2,520,542$      1,766,586$      
Deferred pension and lease liability 1,913,945        1,979,583        

   Grant advances 2,856,360        2,756,439        

TOTAL LIABILITIES 7,290,847        6,502,608        

Fund Balance
Restricted by:
Laws and regulations of other government 73,900,230      71,728,582      

   TOTAL LIABILITES AND FUND BALANCE 81,191,077$    78,231,190$    
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CITY OF VISALIA 
TRANSIT FUND 

STATEMENT OF REVENUES, EXPENDITURES, AND  
CHANGES IN FUND BALANCE 

FOR THE FISCAL YEAR ENDED JUNE 30, 2022 
WITH COMPARATIVE TOTALS 

 
 
 

2022 2021

OPERATING REVENUES

Fares 978,045$         603,730$         
Other operating revenues 2,866,783        2,115,691        

Total operating revenues 3,844,828        2,719,421        

OPERATING EXPENDITURES
Maintenance and operations 15,706,207      13,196,351      
Salaries and employee benefits 787,846           991,233           
Other operating expenses -                       353,215           
Depreciation 2,935,953        2,720,394        

Total operating expenditures 19,430,006      17,261,193      

Deficiency of revenues under expenditures (15,585,178)     (14,541,772)     

NONOPERATING REVENUES (EXPENDITURES)
State Transit Assistance 880,357           880,357           
Capital Revenue 7,109,800        6,681,615        
Measure R 783,200           -                       
Federal Transit Assistance 8,206,240        10,377,579      
Other grants 665,832           210,592           
Rental of facilities 251,593           241,681           
Interest income (expense) (1,129,490)       142,875           
Other income 1,282,742        704,927           
Other expenses (293,448)          -                       
Loss on Sale of Capital Assets -                       1,500               

Net Change in Fund Balance 2,171,648        4,699,354        

Fund balance, beginning 71,728,582      67,029,228      

Fund balance, ending 73,900,230$    71,728,582$    
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CITY OF VISALIA 
TRANSPORTATION DEVELOPMENT ACT FUNDS AND  

MEASURE R TRANSPORTATION FUNDS 
NOTES TO THE FUND FINANCIAL STATEMENTS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2022 

WITH COMPARATIVE TOTALS 
 
 
 
NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The financial statements of the Measure R Revenue Fund (the Measure R Fund) and the Local 
Transportation Revenue Fund and the Transit Fund (collectively, the Transportation Development Act 
(TDA) Funds) of the City of Visalia (the City) have been prepared in conformity with accounting principles 
generally accepted in the United States of America as applied to governmental units. The Governmental 
Accounting Standards Board (GASB) is the accepted standard-setting body for establishing governmental 
accounting and financial reporting principles. Significant accounting policies of the City are described 
below. 
 
Measure R 
 
The Tulare County Transportation Authority (the Authority), a component unit of the Tulare County 
Association of Governments, California, was established on August 7, 2006. The primary purpose of the 
Authority is to impose within the incorporated and unincorporated territory of Tulare County a retail 
transaction and use tax for transportation purposes in accordance with the provisions as provided in 
Division 19 (commencing with Section 180000) of the California Public Utilities Code and Part 1.6 
(commencing with Section 7251) of Division 2 of the California Revenue and Taxation Code. 
 
The tax rate shall be one-half of one percent (0.5%) per dollar for a period of thirty (30) years 
commencing on the operative date of this ordinance (Measure R). This tax shall be in addition to any 
other taxes authorized by law, including any existing or future state or local sales tax or transactions and 
use taxes. 
 
The revenue derived from the tax shall be used for transportation purposes only and may include, but is 
not limited to, the administration of the Measure R Expenditure Plan. These purposes include 
expenditures for planning, environmental review, engineering and design costs, related special and 
expert consulting costs, and related right-of-way acquisition and associated administrative and legal 
costs. 
 
A. Reporting Entity 
 

The financial statements are intended to reflect the financial position, results of operation, and 
compliance of the Measure R Fund and the TDA Funds allocated for non-transit and transit purposes 
of the City with the laws, rules, and regulations of the TDA, Measure R, certain bond act 
requirements, and the Tulare County Association of Governments. They do not present fairly the 
financial position and results of operations of the City in conformity with accounting principles 
generally accepted in the United States of America. 

 
B.  Fund Accounting 
 

The accounts of the City are organized on the basis of funds, each of which is considered a separate 
accounting entity. The operations of each fund are accounted for with a separate set of self-balancing 
accounts that comprise its assets, liabilities, fund balance or net position, revenues, and expenditures 
or expenses, as appropriate. Government resources are allocated to and accounted for in individual 
funds based upon the purpose for which they are to be spent and the means by which spending 
activities are controlled. 
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NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
B.  Fund Accounting (Continued) 

 
The Measure R Fund and TDA Funds are used to account for the proceeds of specific revenue 
sources that are legally restricted to expenditures for specified purposes.   

 
C. Measurement Focus and Basis of Accounting 
 

The Measure R Fund and TDA Funds are reported using the current financial resources 
measurement focus and the modified accrual basis of accounting.  Under this method, revenues are 
recognized when they become measurable and available, and expenditures are recognized when the 
fund liabilities are incurred.  “Measurable” means the amount of the transaction can be determined, 
and “available” means collectible within the current period, or soon enough thereafter to be used to 
pay liabilities of the current period.  The City uses an availability period of 60 days.  Revenues that 
are susceptible to accrual include Local Transportation Fund (LTF) allocations and interest income. 
 
The Measure R Fund and TDA Funds report unearned revenue on their balance sheets. Unearned 
revenue for these funds arises when potential revenue does not meet the “measurable” and 
“available” criteria for recognition in the current period or when resources are received in advance of 
meeting eligibility requirements. In subsequent periods, when both revenue recognition criteria are 
met, or when the City has legal claim to resources, the liability for unearned revenue is removed from 
the balance sheets and revenue is recognized.  
 
No new accounting policies were adopted, and the application of existing policies was not changed 
during the year.  
 

D. Cash and Cash Equivalents 
 

All City monies are invested in a cash and investments pool, whereby funds can spend cash at any 
time without prior notice or penalty.   
 

E.  Fund Balance 
 

The Measure R Fund and TDA Funds financial statements utilize a fund balance representation. 
Fund balance is categorized as follows:  
 
Restricted Fund Balance – This category represents amounts with constraints placed on the use of 
the resource that are either (a) externally imposed by creditors, grantors, contributors, or laws or 
regulations of other governments; or (b) imposed by law through constitutional provisions or enabling 
legislation.  

 
F. Capital Assets 

 
Capital assets are defined as assets with an initial, individual cost of more than $5,000 and an 
estimated useful life in excess of one year. 
 
As the City acquires additional capital assets, they are capitalized and reported at historical cost. The 
reported value excludes normal maintenance and repairs, which are amounts essentially spent in 
relation to capital assets that do not increase the capacity or efficiency of the item or extend its useful 
life beyond the original estimates. In the case of donations, capital assets are valued at their 
estimated fair value at the date of donation. Depreciation is computed using the straight-line method 
over the estimated useful lives of the assets as follows: 
 

Buildings    25 to 50 years 
Improvements other than buildings  10 to 20 years  
Machinery, equipment, and vehicles  3 to 10 years 
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NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
G. Grants 
 

Grant revenues and receivables are recorded when earned (when eligible costs are incurred) on 
grants, which have been approved and funded by the grantor.  Grant sources include the Federal 
Transit Administration (FTA), State Transit Assistance (STA), and LTF.  The LTF and STA were 
created by the State Legislature under the TDA.  

 
H. 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. Accordingly, actual results could differ from those estimates. 

 
I. Comparative Data 
 

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

J. Reclassifications 
 
Certain amounts in the prior year financial statements have been reclassified for comparative 
purposes to conform to the presentation in the current year financial statements. 

 
K. Contingencies 
 

The City receives funding for specific purposes that are subject to review and audit by the granting 
agencies funding source. Such audits could result in a request for reimbursement for expenditures 
disallowed under terms and conditions of the contracts. Management is of the opinion that no material 
liabilities will result from such potential audits. 
 
The City is party to claims and lawsuits arising in the ordinary course of business. The City’s 
management and legal counsel are of the opinion that the ultimate liability, if any, arising from these 
claims will not have a material adverse impact on the financial position of the City’s Measure R Fund 
and the TDA Funds. 

 
 
NOTE 2 – CASH AND CASH EQUIVALENTS 
 
Cash balances of the City’s Measure R Fund and TDA Funds are pooled with those of other funds and 
invested by the City to maximize investment opportunities and yields.  Investment income resulting from 
this pooling is allocated among the funds based upon each respective fund’s average cash balance in 
relation to the aggregate investment balance, except that project funds are excluded from this allocation 
due to the fact that most cash balances in project funds are advanced from the City’s General Fund.  
Further information regarding the City’s cash and cash equivalents pool may be found in the City’s 
financial statements by contacting the Finance Department at 707 W. Acequia Avenue Visalia, California 
93291. 
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NOTE 3 – CAPITAL ASSETS 
 
The changes in capital assets and the related accumulated depreciation for the fiscal years ended June 
30, 2022 and 2021, are as follows: 
 

June 30, 2021 Additions Deletions June 30, 2022

Nondepreciable assets:

Land 4,361,902$       -$                     -$                     4,361,902$       

Construction in progress 350,951            5,044                (350,951)           5,044                

Total nondepreciable assets 4,712,853         5,044                (350,951)           4,366,946         

Depreciable assets:

Buildings 19,589,783       -                       -                       19,589,783       

Vehicles and equipment 35,653,900       4,053,169         -                       39,707,069       

Improvements 2,602,376         -                       -                       2,602,376         

Total depreciable assets 57,846,059       4,053,169         -                       61,899,228       

Less accumulated depreciation (30,040,027)      (2,935,953)        -                       (32,975,980)      

Total depreciable assets, net 27,806,032       1,117,216         -                       28,923,248       

Total capital assets 32,518,885$     1,122,260$       (350,951)$         33,290,194$     

 
June 30, 2020 Additions Deletions June 30, 2021

Nondepreciable assets:

Land 4,361,902$       -$                     -$                     4,361,902$       

Construction in progress 253,963            350,951            (253,963)           350,951            

Total nondepreciable assets 4,615,865         350,951            (253,963)           4,712,853         

Depreciable assets:

Buildings 19,589,783       -                       -                       19,589,783       

Vehicles and equipment 35,964,986       134,256            (445,342)           35,653,900       

Improvements 2,602,376         -                       -                       2,602,376         

Total depreciable assets 58,157,145       134,256            (445,342)           57,846,059       

Less accumulated depreciation (27,742,708)      (2,720,394)        423,075            (30,040,027)      

Total depreciable assets, net 30,414,437       (2,586,138)        (22,267)            27,806,032       

Total capital assets 35,030,302$     (2,235,187)$      (276,230)$         32,518,885$     

 
Accumulated depreciation expense for the fiscal years ended June 30, 2022 and 2021, was $2,935,953 
and $2,720,394, respectively. 
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NOTE 4 – GRANT ADVANCES 
 
The LTF and STA Fund are administered by the Tulare County Association of Governments, which 
allocates funds to the City to fund its TDA operations.  The TDA requires that any funds not used be 
returned to their source.  Allocations are considered earned when they are properly spent for eligible 
projects.  Allocations received but not earned are recorded as grant advances.  Changes in grant 
advances for the Transit Fund for the fiscal year ended June 30, 2022, are summarized as follows: 
 

Capital 
Assistance

Capital and Operating Assistance
Excess funds at June 30, 2021 3,006,858$    

Allocations received -                     

Funds available 3,006,858      
Less:  eligible costs (150,498)        

Excess funds at June 30, 2022 2,856,360$    

 
On April 28, 2017, the Governor signed the Road Repair and Accountability Act of 2017, Senate Bill (SB) 
1 (Chapter 5, Statutes of 2017), which includes a program that will provide additional revenues for transit 
infrastructure repair and service improvements, known as the State of Good Repair (SGR) Program. This 
program receives funding of approximately $105 million annually. SGR funds are to be made available for 
eligible transit maintenance, rehabilitation, and capital projects. 
 
During the fiscal year ended June 30, 2022, the City received $0 in SGR funds for a bus purchase and 
received interest of $0 on deposits of SGR funds. During the fiscal year ended June 30, 2022, $0 was 
disbursed on SGR related expenses. 
 

Description Amount

Balance - beginning of year 250,419$          

Receipts:
Interest accrued 7/1/21 through 6/30/22 -                        
Allocations received -                        

Expenses:
Capital purchases -                        

Balance - end of year 250,419$          

SB1- State of Good Repair (SGR)
For the Fiscal Year Ended June 30, 2022

 
 
 
NOTE 5 – FARE REVENUE RATIO/COMPLIANCE REQUIREMENTS OF LOCAL TRANSPORTATION 

FUNDS 
 
The TDA is defined in Chapter 4 of the California Public Utilities Code commencing with Section 99200.  
Funds received pursuant to Section 99260 of the TDA (Article 4) may only be used for specific purposes, 
including the support of public transportation purposes.  Article 4 funds are the primary funding source for 
the City’s Transit Fund.  TDA funds are apportioned, allocated, and paid in accordance with allocation 
instructions from the Tulare County Association of Governments for specific transportation purposes. 
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NOTE 5 – FARE REVENUE RATIO/COMPLIANCE REQUIREMENTS OF LOCAL TRANSPORTATION 
FUNDS (Continued) 

 
The Transit Fund is subject to the provisions of Section 6633.2 of Title 21, Chapter 3, Subchapter 2 of the 
California Code of Regulations requiring the calculation and adherence of fare and local support ratios for 
TDA transit funding.  Accordingly, the City’s Transit Fund must maintain a fare revenue ratio equaling or 
exceeding 20%, except for fiscal years 2020 and 2021; Assembly Bill No. 90, which was approved by the 
Governor on June 29, 2020, prohibits the imposition of a penalty on an operator that does not maintain 
the required ratio of fare revenues to operating costs during the fiscal years 2022 and 2021. 
 
The fare revenue ratio is determined by comparing the fund’s operating revenues to operating expenses 
as defined by the TDA.  In accordance with the TDA, depreciation of capital assets is excluded from 
operating expenses for purposes of this fare revenue ratio.  During the fiscal years ended June 30, 2022 
and 2021, the City’s TDA farebox ratio of operating revenues to operating expenses, as calculated below, 
indicates noncompliance with the provisions of the TDA; however, there is no noncompliance penalty due 
to Assembly Bill No. 90 as described above: 
 

2022 2021

Fares 978,045$         603,730$         
Auxiliary transportation revenues 530,100           348,970           

1,508,145$      952,700$         

Operating expenses 19,430,006$    16,950,061$    
Less allowable TDA adjustments:

Depreciation (2,935,953)       (2,720,394)       
New service exemption (129,975)          (203,773)          

Net operating expenses 16,364,078$    14,025,894$    

Fare revenue ratio 9.22% 6.79%

 
 
NOTE 6 – SUBSEQUENT EVENTS 
 
The date to which events occurring after June 30, 2022, have been evaluated for possible adjustments to 
the financial statements or disclosures is April 20, 2023, which is the date that the financial statements 
were available to be issued.  There were no events brought to our attention that were deemed to be 
reportable at that time. 



 

 

OTHER REPORT 
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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, THE 
TRANSPORTATION DEVELOPMENT ACT, AND MEASURE R 

 
 
 
To the Board of Directors 
Tulare County Association of Governments 
Visalia, California 
 
To the City Council 
City of Visalia 
Visalia, 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 of the Measure R 
Revenue Fund (the Measure R Fund) and the Local Transportation Fund and the Transit Fund 
(collectively, the Transportation Development Act (TDA) Funds) of the City of Visalia (the City), as of and 
for the fiscal year ended June 30, 2022, and the related notes to the financial statements, which 
collectively comprise the City’s Measure R Fund’s and TDA Funds’ basic financial statements, and have 
issued our report thereon dated April 20, 2023.  
 
Report on Internal Control over Financial Reporting  
 
In planning and performing our audit of the financial statements, we considered the City’s internal control 
over financial reporting (internal control) relating to the Measure R Fund and TDA Funds as a basis for 
designing audit procedures that are appropriate in the circumstances for the purpose of expressing our 
opinions on the financial statements, but not for the purpose of expressing an opinion on the 
effectiveness of the City’s internal control relating to the Measure R Fund and TDA Funds. Accordingly, 
we do not express an opinion on the effectiveness of the City’s internal control relating to the Measure R 
Fund and TDA Funds. 
 
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. 
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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. 
 
Report on Compliance and Other Matters  
 
As part of obtaining reasonable assurance about whether the Measure R Fund’s and TDA Funds’ 
financial statements are free from material misstatement, we performed tests of the City’s compliance 
with certain provisions of laws, regulations, contracts, and grant agreements, noncompliance with which 
could have a direct and material effect on the financial statements. Our audit was further made to 
determine that TDA funds allocated to and received by the City were expended in conformance with 
applicable statutes, rules, and regulations of the TDA and the allocation instructions and resolutions of 
Tulare County Association of Governments as required by Sections 6666 and 6667 of Title 21 of the 
California Code of Regulations. However, providing an opinion on compliance with those provisions was 
not an objective of our audit, and accordingly, we do not express such an opinion. The results of our tests 
disclosed no instances of noncompliance or other matters that are required to be reported under 
Government Auditing Standards, the TDA, or Measure R. 
 
As part of the audit, we performed testing of the following program: 
 
SB-1– State of Good Repair (SGR) 
 
On April 28, 2017, the Governor signed the Road Repair and Accountability Act of 2017, Senate Bill (SB) 
1 (Chapter 5, Statutes of 2017), which includes a program that will provide additional revenues for transit 
infrastructure repair and service improvements, known as the SGR Program. This program receives 
funding of approximately $105 million annually. SGR funds are to be made available for eligible transit 
maintenance, rehabilitation, and capital projects. 
 
During the fiscal year June 30, 2022, the City received $0 in SGR funds for maintenance on capital assets 
and received interest of $0 on deposits of SGR funds. During the fiscal year ended June 30, 2022, $0 
was disbursed on SGR related expenses. 
 
As of June 30, 2022, all SGR funds received and expended were verified in the course of our current 
audit as follows: 
 

Description Amount

Balance - beginning of year 250,419$          

Receipts:
Interest accrued 7/1/21 through 6/30/22 -                        
Allocations received -                        

Expenses:
Capital purchases -                        

Balance - end of year 250,419$          

SB1- State of Good Repair (SGR)
For the Fiscal Year Ended June 30, 2022
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Purpose of this Report  
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the City’s internal 
control or on compliance relating to the Measure R Fund and TDA Funds. This report is an integral part of 
an audit performed in accordance with Government Auditing Standards in considering the City’s internal 
control and compliance relating to the Measure R Fund and TDA Funds. Accordingly, this communication 
is not suitable for any other purpose. 
 
 BROWN ARMSTRONG  
 ACCOUNTANCY CORPORATION 
  
 
 
 
 
 
Bakersfield, California 
April 20, 2023 
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CITY OF VISALIA 

TRANSPORTATION DEVELOPMENT ACT FUNDS AND  
MEASURE R TRANSPORTATION FUNDS 

CURRENT YEAR FINDINGS AND RECOMMENDATIONS AND 
STATUS OF PRIOR YEAR FINDINGS AND RECOMMENDATIONS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2022 
 
 
 
Current Year Findings and Recommendations 
 
None 
 
Status of Prior Year Findings and Recommendations   
 
2021-1 – Deferred Revenue 
 
Condition 
 
We noted the City of Visalia (the City) received grant funds in the amount of $250,419 for capital 
purchases from the Senate Bill (SB) 1 – State of Good Repair (SGR) Grant funding. At year-end, these 
funds remained unspent. However, in analyzing revenue, we noted the City inappropriately recognized 
revenue instead of recording deferred revenue. 
 
Criteria 
 
Internal controls should be designed to ensure grants are analyzed during the year-end close to ensure 
any amounts received that are unspent (unearned) are appropriately reflected as unearned revenue. 
 
Cause of the Condition 
 
The City did not analyze SGR funding as part of the deferred revenue analysis performed during the year-
end close. 
 
Effect or Potential Effect of the Condition 
 
Revenue was overstated by $250,419. 
 
Recommendation 
 
We recommend the City ensure SGR funds are analyzed during the year-end close and ensure any 
unspent funds are recorded as deferred revenue. 
 
Management Response 
 
During the year-end close Staff will verify that any grant funding received and not expensed will be placed 
in a deferred revenue account.    
 
Current Year Status 
 
Implemented. 


