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Independent Auditor’s Report

To the Board of Directors
San Bernardino County Transportation Authority
San Bernardino, California

Report on the Financial Statements

We have audited the accompanying financial statements of the Measure | Fund of the City of Victorville,
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 financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor’s Responsibility

Our responsibility is to express an opinion 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 opinion.
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Measure | Fund of the City as of June 30, 2019, and the respective changes in
financial position thereof for the year then ended in accordance with accounting principles generally
accepted in the United States of America.

Emphasis of Matter

As discussed in Note 1, the financial statements present only the Measure | Fund and do not purport to,
and do not, present fairly the financial position of the City as of June 30, 2019, and the changes in its
financial position, or where applicable, its cash flows 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 Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the budgetary
comparison information on pages 11 and 12 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 and the budgetary comparison
schedule for the Measure | Fund 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 the 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 Measure | Fund of the City. The program status schedule (other information)
on page 13 is presented for purposes of additional analysis and is not a required part of the basic
financial statements. The other information has not been subjected to the auditing procedures applied
in the audit of the basic financial statements, and accordingly, we do not express an opinion or provide
any assurance on it.



Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 23,
2019, on our consideration of the City’s internal control over financial reporting of the Measure | Fund
and on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements and other matters. The purpose of that report is solely to describe the scope of our testing
of internal control over financial reporting and compliance and the results of that testing, and not to
provide an opinion on the effectiveness of the City of Victorville’s 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, as it relates to the Measure | Fund.

é‘«,ﬁfm@ L

Rancho Cucamonga, California
December 23, 2019



City of Victorville, California
Measure | Fund

Balance Sheet

June 30, 2019
Assets
Cash and investments 2,354,343
Receivables
Taxes 1,276,538
Other 24,686
Deposits and prepaids 6,650
Total assets 3,662,217
Liabilities and Fund Balance
Liabilities
Accounts payable 712,271
Retentions payable 264,295
Total liabilities 976,566
Fund Balance
Restricted 2,685,651
Total liabilities and fund balance 3,662,217

The accompanying notes are an integral part of these financial statements.
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City of Victorville, California
Measure | Fund

Statement of Revenues, Expenditures and Changes in

Fund Balance
Year Ended June 30, 2019

Revenues

Measure | sales tax

Reimbursements

Interest income
Total revenues

Expenditures

Capital
Construction

Net change in fund balance

Fund balance, beginning of year

Fund balance, end of year

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

$

7,670,975
48,808
102,277

7,822,060

10,482,709

(2,660,649)

5,346,300

$

2,685,651




City of Victorville, California
Measure | Fund

Notes to the Financial Statements
June 30, 2019

Note 1 — General Information
Reporting Entity

The financial statements are intended to reflect the financial position and changes in financial position of the
Measure | Fund of the City of Victorville, California (City) only. Accordingly, the financial statements do not
purport to, and do not, present fairly the financial position of the City as of June 30, 2019, and the changes in
financial position thereof for the year then ended in conformity with generally accepted accounting principles in
the United States of America.

Measure |

Measure | is the half-cent sales tax collected throughout San Bernardino County for transportation
improvements. In 2004, San Bernardino County voters approved the extension of the Measure | sales tax
through 2040. See Note 4 for a detailed description of the Measure.

Note 2 — Summary of Significant Accounting Policies

The accounting policies of the Measure | Fund of the City conform to accounting policies generally accepted in
the United States of America. The following is a summary of significant accounting policies.

A. Basis of Accounting
Governmental Fund Financial Statements
Fund Accounting

The accounts of the City are organized on the basis of funds. A fund is defined as an independent fiscal and
accounting entity wherein operations of each fund are accounted for in a separate set of self-balancing
accounts that record resources, related benefits, and equity, segregated for the purpose of carrying out
specific activities. The City accounts for the Measure | activities within its Measure | 2010-2040 special
revenue fund.

Special revenue funds are used to account for the proceeds of revenue sources that are restricted or
committed, to expenditure for specified purposes.

Measurement Focus and Basis of Accounting

The special revenue funds of the City are accounted for using the current financial resources measurement
focus and the modified accrual basis of accounting. Revenues are recognized as soon as they are both
measurable and available. Revenues are considered to be available when they are collected within the
current period or soon enough thereafter to pay liabilities of the current period. For this purpose, revenues
are available if they are collected within 60 days of the end of the fiscal period. Expenditures generally are
recorded when a liability is incurred. Operating statements of governmental funds present increases
(revenues and other financing sources) and decreases (expenditures and other financing uses) in net current
resources.



City of Victorville, California
Measure | Fund

Notes to the Financial Statements
June 30, 2019

Note 2 — Summary of Significant Accounting Policies, (Continued)

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 disclosures at the date of the financial statements and the reported
amounts of revenues and expenditures during the reporting period. Actual results could differ from those
estimates.

Fund Balances

Fund balance is reported according to the following classifications: nonspendable, restricted, committed,
assigned, and unassigned based on the relative strength of the constraints that control how specific
amounts can be spent.

Restricted fund balance represents amounts that can be spent only for specific purposes because of
constitutional provisions or enabling legislation or because of constraints that are externally imposed by
creditors, grantors, contributors, or the laws or regulations of other governments.

When an expenditure is incurred for purposes for which both restricted and unrestricted fund balance is
available, the City considers restricted funds to have been spent first.

Cash and Investments

Cash and investments are pooled by the City to facilitate cash management and maximize investment
opportunities and yields. Investment income resulting from this pooling is allocated to the respective funds
including the Measure | Fund based upon the average cash balance. The investment policies and the risks
applicable to the Measure | Fund, are those of the City and are disclosed in the City’s basic financial
statements. The City’s basic financial statements can be obtained at City Hall.

The Measure | Fund’s cash and investments are reported at fair value. The fair value measurements are
based on the fair value hierarchy established by generally accepted accounting principles. The hierarchy is
based on the valuation inputs used to measure the fair value of the asset. Level 1 inputs are quoted prices
in active markets for identical assets; Level 2 inputs are significant other observable inputs; Level 3 inputs
are significant unobservable inputs. The Measure | Fund’s deposits and withdrawals in the City investment
pool are made on the basis of $S1 and not fair value. Accordingly, the Measure | Fund’s measurement of fair
value of the investment in the City investment pool is based on inputs that are uncategorized and not
defined as Level 1, Level 2, or Level 3.



City of Victorville, California
Measure | Fund

Notes to the Financial Statements
June 30, 2019

Note 2 — Summary of Significant Accounting Policies, (Continued)
E. Maintenance of Effort

In accordance with California Public Utilities Code 190300 and Ordinance No. 04-01 of the San Bernardino
County Transportation Authority (SBCTA), Local Street Program funds shall not be used to supplant existing
local discretionary funds being used for street and highway purposes. The maintenance of effort (MOE)
base year level was determined based upon the discretionary General Fund expenditures for transportation-
related construction and maintenance activities in fiscal year 2008/2009. The MOE base year level as
approved by the SBCTA Board of Directors shall remain in effect until the expiration of Measure | 2010-
2040. General Fund expenditures in excess of the MOE base year level will carry over to subsequent fiscal
years and can be applied in a future year to offset the amount the local agency may need to meet the MOE
requirement. The City’s determined MOE base level is $O.

Note 3 — Taxes Receivable

Taxes receivable represent the Measure | sales tax revenues for the fiscal year received from the SBCTA after
June 30, 2019.

Note 4 — Measure | Fund

The California State Legislature authorized county transportation authorities to enact local option sales tax
measures for transportation improvements in the late 1980s, under provisions of Division 19 (commencing with
Section 180000) of the Public Utilities Code. In November 1989, San Bernardino County voters approved
passage of Measure |, authorizing SBCTA to impose a half cent retail transaction and use tax applicable in the
incorporated and unincorporated areas of the County of San Bernardino for the 20-year period between April 1,
1990 and March 31, 2010. SBCTA is authorized to administer the programs described in the Measure.

Early in the second decade of Measure |, it became apparent that continuation of the half cent sales tax would
be critical to maintaining funding for transportation in San Bernardino County. SBCTA member jurisdictions and
transportation stakeholders worked to identify transportation needs, and an expenditure plan was developed to
serve as a basis for the renewal of Measure I. Ordinance No. 04-01 was placed before voters in November 2004,
and Measure | was renewed. The new Measure | extends the half cent sales tax for 30 years, from April 1, 2010
through March 31, 2040. The new Measure is referred to as Measure | 2010-2040 to distinguish it from the first
Measure |. The City accounted for these funding sources in separate Funds which are referred to as Measure |
Fund in these Financial Statements.

Revenue from the tax can only be used for transportation improvement and traffic management programs
authorized in the Expenditure Plan.



City of Victorville, California
Measure | Fund

Notes to the Financial Statements
June 30, 2019

Note 4 — Measure | Fund, (Continued)

Measure | 2010-2040 has a return-to-source provision that states that funds shall be allocated to subareas in
accordance with the actual revenue collected in each subarea. After deduction of required Board of
Equalization fees and authorized administrative costs, revenues generated in each subarea are to be expended
on projects of direct benefit to that subarea. Revenues are accounted for separately for each subarea and then
allocated to specified project categories in each subarea. These project categories are termed “programs” in the
Strategic Plan. Decisions on how revenues are expended within the subareas are made by the SBCTA Board of
Directors based upon recommendations of local subarea representatives. Other than the projects identified in
the Cajon Pass Expenditure Plan, revenues generated within a subarea can be expended outside of that subarea
only upon approval of two-thirds (2/3) of the jurisdictions within the affected subarea. A proportional share of
projected State and federal transportation funds is to be reserved for use solely within the Valley subarea and
individual Mountain/Desert (Colorado River, Morongo Basin, Mountains, North Desert and Victor Valley)
subareas. In the San Bernardino Valley subarea, Measure | 2010-2040 contains the following programs:

* Freeway Program

* Freeway Interchange Program

* Major Street Program

e Local Street Program

*  Metrolink/Rail Program

e Express Bus/Bus Rapid Transit Program
e Senior and Disabled Transit Program

e Traffic Management Systems Program

In each of the Mountain/Desert subareas, Measure | 2010-2040 contains the following programs:

e Local Street Program
e Major Local Highway Program
e Senior and Disabled Transit Program

Note 5 — Agreements

The City has entered into an agreement with SBCTA for the construction of an interchange at La Mesa/Nisqualli
road in the City. The cooperative agreement is dated May 4, 2011. The agreement notes that the project is
identified in both the Measure | 2010-2040 Expenditure Plan and the SBCTA Nexus Study and that the project
will be carried out in accordance with the policies of the Measure | 2010-2040 Strategic Plan. The agreement
details specific responsibilities for both the City and SBCTA. The estimated cost of construction is $43,152,349
and that the City is responsible for a 50% share of the total eligible project construction work in an amount not
to exceed $21,894,325. The agreement also specifies that in the event that the City is unable to deposit funds
into an escrow account (per the terms of the agreement) that SBCTA is authorized to withhold from the City the
disbursement of any current or future allocations of Measure | Local Streets funds and to apply such funds to
the City’s 50% share.



City of Victorville, California
Measure | Fund

Notes to the Financial Statements
June 30, 2019

Note 5 — Agreements, (Continued)

In accordance with the agreement, the SBCTA has withheld the Measure | allocations to the City. The City made
developer impact fee (DIF) deposits to SBCTA of $1,000,000 on July 17, 2018, and $1,500,000 on February 11,
2019.

SBCTA released previously withheld Measure | Funds in the amount of $2,500,000 during fiscal year 2018-19
which is included in Measure | Sales Tax revenue. As of June 30, 2019, SBCTA is withholding $1,903,188 which
will be released as DIF payments are made pursuant to the agreement.

The City has also entered into two agreements with SBCTA for the Green Tree Blvd. Extension project. The first
agreement is Project Funding Agreement No. 15-1001115, dated February 11, 2015, with subsequent
amendment numbers 1 through 3. This agreement provides for SBCTA to fund $2,090,465 of Measure | Major
Local Highway Program Funds for right of way. The City is obligated to fund its City developer share of 49% of
the costs.

The second agreement is Term Loan Agreement No. 16-1001481, dated September 7, 2016. This agreement
obligates the City to fund the local share of the estimated project costs, estimated at $18,766,980, and SBCTA to
loan an estimated $12,511,320 for the project from the Measure | Major Local Highway Program Funds. The
loan is to be paid back over an undefined term from the City’s Road Development Impact Fee. A local share cost
deposit is required, estimated at $6,255,660. For SBCTA to loan the funds to the City, Section 3.1.3 of the
agreement requires as a condition precedent, that the City Council adopt a resolution approving the agreement
and the amount of the bond costs to be allocated to the City. This is a future decision for Council to consider.

Note 6 — Reimbursements

The City received $48,808 of reimbursements revenue related to traffic signal maintenance fees that the City
charges to the City of Hesperia, the City of Adelanto, and the County of San Bernardino.

Note 7 — Allocated Costs

In accordance with the City’s cost allocation plan, $294,030 of allocated costs have been charged to the Measure

| Fund. These costs include allocations for departmental costs such as the city manager, risk management, city
clerk, finance, information services, city attorney, human resources, fleet maintenance, and city facilities.
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City of Victorville, California
Measure | Fund

Schedule of Revenues, Expenditures and Changes

in Fund Balance — Budget and Actual

Year Ended June 30, 2019
Variance From
Final Budget
Budget Positive
Original Final Actual (Negative )
Revenues
Measure | sales tax S 5,153,296 S 5,153,296 S 7,670,975 S 2,517,679
Reimbursements 25,000 25,000 48,808 23,808
Interest income - - 102,277 102,277
Total revenues 5,178,296 5,178,296 7,822,060 2,643,764
Expenditures
Capital
Construction 5,175,779 16,065,356 10,482,709 5,582,647
Net change in fund balance 2,517 (10,887,060) (2,660,649) 8,226,411
Fund balance, beginning of year 5,346,300 5,346,300 5,346,300 -
Fund balance, end of year S 5,348,817 S (5,540,760) S 2,685,651 S 8,226,411
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City of Victorville, California
Measure | Fund

Note to Required Supplementary Information
Year Ended June 30, 2019

Note 1 — Budgetary Data

The City adopted an annual budget on a basis consistent with accounting principles generally accepted in the
United States of America for the Measure | Fund.
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City of Victorville, California
Measure | Fund

Program Status: Comparison of 5 Year Plan Project
Budget to Current Year Expenditures
Year Ended June 30, 2019

The Measure | Five Year Capital Improvement Plan for local streets was adopted by Council Resolution
No. 18-080. Of the funds allocated under the Measure | Five Year Capital Improvement Plan, the following

programs were affected during the current fiscal year:

5-Year Plan Current
Project Fiscal Year Under/(Over)
Local Projects Estimate Expenditures Estimate
Altec Bucket Truck for Traffic Signal Maintenance S 55,000 S 48,779 S 6,221
Arrowhead Dr, Green Tree Blvd to Nisqualli Rd, Pavement Rehab & install bike lanes 1,956,000 647 1,955,353
Bear Valley Rd - Bridge Widening at BNSF Railroad, Design & Construction match 7,890,000 7,583 7,882,417
Fiber Splicing Trailer for Traffic Signal Maintenance 8,754 6,106 2,648
Green Tree Blvd, Hesperia Rd to Ridgecrest Rd/Yates Rd-design and right of way 5,188,000 1,291,009 3,896,991
La Mesa Rd - Cantina Rd to Mesa View, New road, Install trafic signal at US-395 2,231,000 235,743 1,995,257
Mojave Riverwalk bike lanes (various locations named) 269,000 663,825 (394,825)
National Trails Hwy - Bridge over Mojave River, Analysis, & Guard Rail 25,000 $20,100 4,900
Nisqualli/I-15 Interchange - Environmental Monitoring and Reporting 30,000 $12,173 17,827
Safe Routes to Schools - (8 locations listed separately) 2,717,000 987,725 1,729,275
Seneca Rd. and Hesperia Rd. Storm Drain Improvement 166,755 25,309 141,446
Seventh St - Green Tree Blvd to Lorene Dr, Median Landscape Improvements 625,000 417,030 207,970
Square Mile Project (20 street areas listed separately) 1,200,000 1,020,083 179,917
Village Drive - Mojave Drive to Air Expressway, Pavement Rehab & install bike lanes 4,838,823 3,398,408 1,440,415
Trafic Signals Controller Upgrades - various locations 75,000 9,731 65,269
Traffic Signals Equipment Uprgrades - various locations 25,000 24,745 255
Engineering Services 48,990 67,682 (18,692)
Traffic Signal Maintenance 1,414,744 228,471 1,186,273
Traffic Engineering 3,647,956 791,047 2,856,909
Traffic Control - Signing and Striping 5,665,910 1,009,712 4,656,198
Public Works - Street Median Maintenance 1,183,740 216,801 966,939
Total expenditures S 10,482,709
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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 and Measure | Compliance Requirements

To the Board of Directors
San Bernardino County Transportation Authority
San Bernardino, California

We have audited, 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, the financial statements of the Measure | Fund
of the City of Victorville, California (City), 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 December 23, 2019. Our
report included an emphasis of matter stating that the financial statements of the Measure | Fund do
not purport to, and do not, present fairly the financial position of the City as of June 30, 2019. In
addition, our report included an explanatory paragraph stating that the financial statements do not
include management’s discussion and analysis.

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 of the Measure | Fund (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 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.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the financial statements of the Measure |
Fund of the City are free from material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements, including requirements of Measure | as
specified in the agreement between the City and the San Bernardino County Transportation Authority
(SBCTA), 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, including the Measure | requirements as specified in the agreement
between the City and SBCTA.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
City’s internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the City’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

@M Fo% =

Rancho Cucamonga, California
December 23, 2019
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