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600 ELM STREET

SAN CARLOS, CA 24070
(650) 802-4228
CITYOFSANCARLOSORG

CITY OF SAN CARLOS
OFFICE OF THE CITY MANAGER

November 8, 2019

To the Members of the City Council and Residents of San Carlos:

Itis the policy of the City of San Carlos to annually publish a complete set of financial statements
presented in conformity with Generally Accepted Accounting Principles (‘GAAP”) and audited in
accordance with generally accepted auditing standards by an independent firm of certified public
accountants. Pursuant to that requirement, we hereby issue the comprehensive annual financial
statements of the City of San Carlos (“the City”) for the fiscal year ended June 30, 2019.

This report consists of management’s representations concerning the finances of the City.
Consequently, management assumes full responsibility for the completeness and reliability of all
the information presented in this report. To provide a reasonable basis for making these
representations, management of the City established a comprehensive internal control framework
that is designed both to protect the City's assets from loss, theft, or misuse and to compile
sufficiently reliable information for the preparation of the City’s financial statements in conformity
with GAAP. Because the cost of internal controls should not outweigh their benefits, the City’s
comprehensive framework of internal controls was designed to provide reasonable rather than
absolute assurance that the financial statements will be free from material misstatement. As
management, we assert that, to the best of our knowledge and belief, this financial report is
complete and reliable in all material respects.

The City’s financial statements have been audited by Maze & Associates, a firm of certified public
accountants. The goal of the independent audit is to provide reasonable assurance that the
financial statements of the City for the fiscal year that ended June 30, 2019 are free of material
misstatement. The independent audit involved: examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements; assessing the accounting principles used
and significant estimates made by management; and evaluating the overall financial statement
presentation. The independent auditor concluded, based upon the audit, that there was a
reasonable basis for rendering an unmodified opinion that the City’s financial statements for the
fiscal year that ended June 30, 2019 were fairly presented in conformity with GAAP. The
independent auditor’s report is presented as the first component of the financial section of this
report.

GAAP requires that management provide a narrative introduction, overview and analysis to
accompany the basic financial statements in the form of Management'’s Discussion and Analysis
(“MD&A”). This letter of transmittal is designed to complement the MD&A and should be read in
conjunction with it. The City's MD&A can be found immediately following the report of the
independent auditors.



Profile of the Government

The City, incorporated in 1925, is located in the San Francisco Bay Area region of the
State of California, which is considered to be one of the most expensive areas of the state
and country in which to live. The area also is renowned worldwide for technological
innovation as home to Silicon Valley. The City currently occupies a land area of six square
miles and serves a population of approximately 30,000.

The City is a General Law city, empowered to levy a transient occupancy tax on
hotel/motel stays and a business registration fee on for-profit businesses within its
boundaries. It also is empowered by State statute to extend its corporate limits by
annexation, which occurs periodically when deemed appropriate by the City Council.

The City has operated under the council-manager form of government since 1925. Policy-
making and legislative authority are vested in a City Council consisting of the Mayor,
selected by the Council, and four other Council Members. The City Council is responsible
for, among other things, passing ordinances, adopting the budget, appointing advisory
commissions/committees, and hiring both the City Manager and City Attorney. The City
Manager is responsible for carrying out the policies and ordinances of the City Council,
for overseeing the day-to-day operations of the City, and for appointing the heads of the
various departments. The City Council is elected on a non-partisan, at large basis. Council
Members serve four-year staggered terms, with two or three Council Members elected
every two years. The Mayor and Vice-Mayor are selected from among the five Council
Members to serve one-year terms.

The City provides a full range of services, including: police and fire; the construction and
maintenance of highways, streets and other infrastructure; and recreational activities and
cultural events.

Budget Process

The goals of the City’s budget process are to identify necessary and/or desirable service
increase options and identify possible service reduction options, which are all combined
to reach abalanced and sustainable budget. Each City department is provided with a base
budget with certain inflationary increases and is given an opportunity to request additional
funding if needed. The City Manager, Assistant City Manager, Administrative Services
Director and the Financial Services Manager meet with each department individually to
discuss and finalize the proposed budget recommendations. In the second year of the
two-year budget cycle, departments are given another opportunity to review their
projections and budgets and request additional funding if needed. Those
recommendations are also reviewed by the City Manager, Assistant City Manager and
Administrative Services Director. The City Manager then presents the proposed biennial
budget or mid-cycle review budget to the Council for review prior to the end of May every
year. The Council holds a public hearing on the proposed budget and adopts a final budget
by the end of June, the close of the City’s fiscal year. The appropriated budget is prepared
by fund, function/program (e.g., public safety) and department (e.g., Community
Development). Department heads may make transfers of appropriations within a
department. Transfers of appropriations between departments, but within the same fund,
can be approved administratively (by the Administrative Services Director or City
Manager).
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City Council may amend the budget by resolution during the fiscal year. The City Manager
may transfer appropriations from one program, activity, or object to another within the
same department or between departments. However, transfers of appropriations that
change total fund appropriations must be approved by the City Council. Expenditures that
exceed appropriations at the fund level must be approved by the City Council. Budgets
are adopted on a basis consistent with GAAP. Budget-to-actual comparisons are
presented in the supplementary section of the accompanying financial statements for each
individual governmental fund for which an appropriated annual budget has been adopted.

Economic Condition and Outlook

The information presented in the financial statements is perhaps best understood when it
is considered from the broader perspective of the specific environment in which the City
operates.

Local Economy

The unemployment rate in San Mateo County decreased from 2.5% in 2018 to 2.2% in
2019. The San Carlos unemployment rate is slightly lower than the County at 2.1%. This
compares with an unemployment rate of 4.2% for California and 3.8% for the nation during
the same period. As of June 2019, there were an estimated 447,300 jobs in the County,
an increase of 8,600 jobs from a year earlier. According to the California Employment
Development Department, the total number of jobs located in the West Bay counties of
San Francisco and San Mateo dropped by 2,300, to a total of 1,013,200 between June
2018 and June 2019.

The National Association of Realtors released a report that shows the national median
existing home price of $276,800 in June 2019. The increase is relatively flat compared to
June 2018. However, the median sales price of existing homes in San Carlos is
$1,820,000; a 2.2% increase from the same period a year ago.

Unemployment and real estate markets reflect a local economy that has been expanding
at a higher rate of growth. However, the booming market is not anticipated to continue at
this rapid pace.

Sales Tax

Sales tax is a critical revenue source as it accounts for approximately 25.4% of total
General Fund revenues. Local general sales tax in fiscal year 2019 was $12 million, a
1.2% increase as compared to the fiscal year 2018 amount of $11.8 million. The growth
came primarily from restaurant and hotels, food and drugs, fuel and service stations and
the auto-transportation group. July marks ten years of continuous economic growth, which
is the longest period of U.S. economic expansion on record. However, analysts from a
variety of economic segments are reporting signs that this may be leveling off.

Property Tax
According to our independent, third-party consultant, the median existing home prices in

California increased by 1.4% from 2018. In the past year, the number of sales has
generally declined and growth in median sales prices has flattened in most of the state.
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Most economists are predicting a weaker housing market through the balance of 2019
and in 2020. As a comparison, the gross assessed values of properties in San Carlos
have increased by 10.6% in 2019 as compared to an 8.0% increase countywide. In the
General Fund, property tax increased by $1.7 million, or 14.3%, to $13.6 million compared
to $11.9 million in the prior year due to the increase in assessed values for properties from
new developments, transfer of ownership and the sale of properties. The largest assessed
value increases were reported on the industrial properties located on the 800 and 900
block of Industrial Way, 201 Industrial Road, 1501 Industrial Way and commercial
properties at 850 San Carlos Avenue and 555 Skyway Road. Additional improvements at
the Transit Village site also produced an increase in assessed value.

Financial Policies

In June 2008, the City Council approved financial policies formalizing long standing
practices used in the past to prepare the budget. The policies were established to ensure
that the City's finances are managed in a manner that will: (1) continue to provide for the
delivery of quality services; (2) maintain and enhance service delivery as the community
grows in accordance with the City’s General Plan; (3) guarantee a balanced budget
annually assuring that the City is always living within its means; and (4) establish reserves
necessary to meet known and unknown future obligations. These financial policies are
reviewed and updated as needed every two years as part of the biennial budget process.

Financial Control

The Finance Division of the City is responsible for: establishing and maintaining an
appropriate internal control structure surrounding the safeguarding of assets; the reliability
of financial records to prepare the financial statements in conformity with GAAP; and
maintaining asset accountability. The internal control structure is designed to provide
reasonable, but not absolute, assurance that these objectives are met. The concept of
reasonable assurance recognizes that: (1) the cost of a control should not exceed the
benefits likely to be derived; and (2) the valuation of costs and benefits requires estimates
and judgments by management. We believe the City's systems of internal accounting
controls adequately safeguard assets and provide reasonable assurance that financial
transactions are properly recorded.

Cash Management

In accordance with the Municipal Code of the City and under authority granted by the City
Council, the City Administrative Services Director is responsible for investing the
unexpended cash in the City Treasury. The investment of the funds of the City of San
Carlos is directed to the goals of safety, liquidity and yield. The authority governing
investments for municipal governments is set forth in the California Government Code,
Sections 53601 through 53659.

The primary objective of the investment policy of the City of San Carlos is the Safety of
Principal. Investments shall be placed in those securities as outlined by type and maturity
sector in the City's Investment Policy. Effective cash flow management and resulting cash
investment practices are recognized as essential to good fiscal management and control.
The City's portfolio shall be designed and managed in a manner responsive to the public
trust and consistent with State and local law. Portfolio management requires continual
analysis and as a result the balance between the various investments and maturities may
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change to give the City the optimum combination of necessary liquidity and optimal yield
based on cash flow projections.

Risk Management

Comprehensive general liability coverage is secured through the Pooled Liability
Assurance Network Joint Powers Authority (PLAN JPA), which consists of 28 member
cities in the San Francisco Bay Area. Members of the PLAN JPA collectively share the
risk of self-insured losses and purchase a broad range of risk management services
including, but not limited to, program administration, accounting and finance, claims
administration, risk control, loss prevention, actuarial services, training and education, and
legal services to support the shared risk programs. PLAN JPA provides General Liability,
Auto Liability, and Errors and Omissions coverage in excess of the City’s retained limit, or
self-insured retention (SIR). The PLAN provides $5,000,000 of general and automobile
liability coverage per occurrence and $25,000,000 excess liability coverage per
occurrence (providing a total of $30,000,000 per occurrence) and is responsible for paying
claims in excess of the City's $100,000 deductible.

For workers’ compensation coverage, the City participates in the Cities Group, created by
a joint powers agreement to provide workers’ compensation coverage of up to
$10,000,000 per occurrence in excess of $1,500,000 for safety officers and $1,000,000
for miscellaneous employees. The Cities Group acts as administrator, claims adjuster and
provider of other risk management services as required by State law. Each member of the
Cities Group pays a premium commensurate with the level of coverage requested and
shares surpluses and deficits proportionately to its participation in the Cities Group.
Additional information concerning the City's participation in risk pools for liability and
workers’ compensation is provided in Note 12 to the financial statements.

Long-term Financial Planning and Major Initiatives

Long-term Financial Planning

The City Council and City management continue to emphasize “structural balance” in the
City’s financial planning. The City has established economic reserves to meet future
opportunities and unexpected changes and has structurally aligned its revenues and
expenditures to provide for a sustainable financial balance. To that end, the City has taken
the following steps over the years:

e Budget revenues conservatively and expenditures at full cost;
Maintain the condition of City facilities and infrastructure to optimize the use and
minimize future repair/replacement costs;

e Maintain a highly motivated, talented, and well-trained workforce to serve the
needs of the community;

e Retain municipal ownership of commercial properties and use ground leases to
diversify the City’s revenue stream;

e Secure outside funding and/or low-cost debt financing, and set aside City
resources to pay for capital improvement program projects; and

e Limit the growth of on-going expenses for City services to a financially sustainable
level.
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Major Events and Initiatives

Highlights of the City’s major events and initiatives that were completed or in
progress as of June 30, 2019 or soon after the year-end are as follows:

New Taxes

In June 2018, the City Council voted to submit Ordinances 1532 and 1533 for a
vote by the People of the City of San Carlos at the November 6, 2018 election.
Below are descriptions of these ordinances.

Ordinance 1532 (Measure QQ on the ballot) increased the Uniform Transient
Occupancy Tax rate from 10% to 12% of the amount paid for lodging and related
services, effective January 1, 2019, and increases it by 0.5% each January 1
thereafter, to a maximum rate of 14%. The tax is collected by hotel operators and
remitted to the City.

Ordinance 1533 (Measure NN on the ballot) sets regulations of commercial
cannabis activities and imposes an excise tax of up to 10% of gross receipts on
cannabis businesses.

Both measures received a majority vote by the People at the November 6, 2018
election. On December 10, 2018, the Council adopted Resolution 2018-113
declaring the results of the election, thereby deeming Ordinances 1532 and 1533
adopted and effective December 20, 2018.

817 Walnut Street Affordable Housing Development

Charities Housing, a non-profit affordable housing developer, was selected by the
City to redevelop the existing City-owned, affordable housing property at 817
Walnut Street. The team has proposed to redevelop the property into a 24-unit,
100% affordable project that will serve the housing needs of our city. In recent
years, the aging facility began facing severe deferred maintenance, which
prompted the City to consider redeveloping the property to increase the number of
affordable housing units on-site. The proposed project aims to produce an
estimated 24 units of affordable housing at lower incomes, providing 17 net new
affordable units in San Carlos.

Holly Street/Highway 101 Interchange Project

The City has recently completed the design process to convert the Holly
Street/Highway 101 Interchange from a four-quadrant cloverleaf design into ramps
with signalized intersections and construct a new pedestrian and bicycle
overcrossing. The goal is to increase vehicle safety and capacity, while also
reducing pedestrian and bicycle conflicts. Funding for this project has been raised
through Measure A Highway funds, Transportation Development Act Article I
Pedestrian and Bicycle funds, Bicycle Pedestrian Improvement Program funds,
Bike Path Program funds, Active Transportation Program funds, funds from the
City’s Traffic Mitigation Fees; and Successor Agency 2007 bond proceeds. It is
anticipated that construction will begin in December 2020.



Wildfire Mitigation Efforts

In the last year, the City received two grants focusing on fuel management in parks
and open spaces. The first grant is funded in part by the California Fire Safe
Council in partnership with Fire Safe San Mateo County. Work funded by this grant
will be done in Eaton and Big Canyon parks, which includes removal of vegetation
using CALFIRE hand crews.

The second grant received is funded by the Federal Emergency Management
Agency (FEMA) and will consist of fuels management in Crestview and Highlands
parks and other areas identified during environmental review. The project requires
the use of CALFIRE hand crews, goats and heavy equipment.

Silicon Valley Clean Water Financing Agreement

In May 2019, the City Council approved a financing agreement with Silicon Valley
Clean Water (SVCW) to issue Water Infrastructure Finance and Innovation Act
(WIFIA) loans and 2019 Revenue Notes (2019 Notes). SVCW is a joint powers
authority comprised of the City of San Carlos, the City of Redwood City, the City
of Belmont, and West Bay Sanitary District. Altogether, SVCW serves over
200,000 people. This financing was authorized to finance the acquisition and
construction of capital improvements to SVCW’s wastewater conveyance system
and wastewater treatment plant. On August 14, 2019, SVCW closed on the 2019
Notes issuance, resulting in a savings to the member agencies in loan costs for its
capital projects. With the support and approval of its members, this transaction
provides nearly $197 million for the Regional Environmental Sewer Conveyance
Upgrade (RESCU) construction at interest rates considerably better than the
WIFIA loan rate. Because the 2019 Notes have a true interest rate of 1.27% and
yield of 1.05%, this structure saves SVCW members $9.8 million nominal ($5.5
million Net Present Value) in interest expense versus drawing directly from the
2.40% WIFIAloan. The City's share of that savings is approximately $842,000 over
the life of the loan.

Construction updates on large developments are noted below:
Wheeler Plaza

The Wheeler Plaza development began in March 2017. This project will bring 109
condominium housing units to San Carlos along with 196 dedicated parking
spaces. The project includes a two-level public parking structure with 252 public
parking spaces with electric vehicle charging stations and covered bicycle parking
— resulting in an increase of 65 parking spaces in the Downtown. 10,000 new
square feet of commercial space along San Carlos Avenue will also be added, in
addition to a downtown plaza with public access. The project is estimated to be
completed in late 2019. Public parking became available in the summer of 2018
and the units have begun selling since October 2019.
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San Carlos Transit Village

The San Carlos Transit Village development began in May 2016. The San Carlos
Transit Village includes 202 residential multi-family housing units (10% of which is
below-market rate housing), in addition to a small amount of commercial, office
and retail space. The project is one of the first major mixed-use transit-oriented
developments adjacent to a Caltrain station on the peninsula. As of June 30, 2019,
most of the buildings have been completed and the remaining construction is
scheduled to be completed in late 2019.

Windy Hill Property

The City approved an application from Windy Hill Property Ventures for a new
Class A office complex on Industrial Road at the corner of Bransten Road, called
Meridian 25. The project will include demolition of existing industrial buildings and
construction of two new office buildings with landscaping, space for outdoor
amenities, bicycle parking spaces, and a six-level parking structure that can
accommodate approximately 1,510 vehicles. Demolition and site preparation
began in June 2018 and the project is estimated to be completed in late 2020.

Black Mountain Water Property

The City received an application for 68 townhouse units at the former Black
Mountain Water property site on 806 Alameda de las Pulgas. The proposed project
lies on an 11.4 acre site. The project is currently undergoing environmental review
per the California Environmental Quality Act and a Public Hearing is anticipated in
the summer of 2020.

Financial Awards and Acknowledgements

The Government Finance Officers Association (GFOA) awarded a Certificate of
Achievement for Excellence in Financial Reporting to the City for its Comprehensive
Annual Financial Report (CAFR) for the fiscal year ended June 30, 2018. This was the
25th consecutive year that the City has received this prestigious award. To be awarded a
Certificate of Achievement, the City published an easily readable and efficiently organized
CAFR. This report satisfied both GAAP and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe that our
current CAFR continues to meet the Certificate of Achievement Program’s requirements
and we are submitting it to the GFOA to determine its eligibility for another certificate.

This report represents the culmination of months of work by dedicated staff in the
Administrative Services Department-Finance Division. Special thanks go to Financial
Services Manager, Carrie Tam, Senior Accountants Tammy Mak and Paul Harris,
Accounting Technicians Gina Wang, Evangeline Bundang, and Marco Lao, City Treasurer
Michael Galvin, and the audit staff at Maze & Associates. Credit also must be given to City
Council for its unfailing support for maintaining the highest standards of professionalism
in the management of the City’s finances.
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Res/pgctfully submitted, -

Jeff D. Maltbie R emau

City Manager Administrative Services Director

b, 7 Yy ‘2._’____
Y

xiii



City of San Carlos
Directory of Officials

June 30,2019

CITY COUNCIL

Mark Olbert, Mayor/Chair of the Council
Ron Collins, Vice Mayor
Adam Rak, Councilmember
Laura Parmer-Lohan, Councilmember
Sara McDowell, Councilmember

CITY CLERK

Crystal Mui, City Clerk/Community Relations Director

CITY TREASURER

Michael J. Galvin, City Treasurer

ADMINISTRATION

Jeff Maltbie, City Manager
Tara Peterson, Assistant City Manager
Gregory J. Rubens, City Attorney
Mark Duri, Police Chief
Rebecca Mendenhall, Administrative Services Director
Amy Newby, Parks & Recreation Director
Steven Machida, Public Works Director
Al Savay, Community Development Director
Stan Maupin, Fire Chief
Dave Pucci, Acting Fire Chief

Xiv



The Residents of the City of San Carlos

City Treasurer ——— City Attorney
(Elected)
City Council Fire
City Clerk ‘
Police
City Manager
Assistant

City Manager

Administrative Dcc:a(\)/rerllronpurgg}r/lt Parks & Recreation Public Works
Services Department Department Department Department
— Finance T Planning L Recreation Em Maintenance
— Human Resources — Building L. Engineering
| Information Economic
Technology — Development & —{  Traffic Control
Housing
L. Risk )
Management * Mechanic
|| Parks & Building
Maintenance

XV



Administrative Services

Administrative
Services Director

Senior
—  Management
Administrative ‘ Ang|y3t
Assistant r
| |
Human Financial Information
Resources Services Technology
Manager Manager Manager
HR ] Senior Senior Systems
Management Accountant Analyst
Analyst
L Senior Systems
Accountant Analyst
Account
Technician I ] Sp?/ns;leyrzts
(Payroll/AR)

Account
Technician II*
(AP)

Account
Technician |
(Business
Registrations)

*this position is currently underfilled

xvi



®

Government Finance Officers Association

Certificate of
Achievement
for Excellence
in Financial
Reporting

Presented to

City of San Carlos

California

For its Comprehensive Annual
Financial Report
for the Fiscal Year Ended

June 30, 2018

Mﬁm

Executive DirectortCEQD




This Page Left Intentionally Blank



M\MAZE

& ASSOCIATES
INDEPENDENT AUDITOR’S REPORT

To the Honorable Members of the City Council
City of San Carlos, 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 Carlos, California, as of and for the year ended June 30, 2019, 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 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 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 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 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 as of June 30, 2019, and the
respective changes in financial position and, where applicable, cash flows thereof and the
respective budgetary comparisons listed in the Table of Contents as part of the basic financial
statements for the year then ended in accordance with accounting principles generally accepted in
the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that
Management’s Discussion and Analysis and other required supplementary information as listed in
the Table of Contents 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.

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 Introductory Section,
Supplementary Information, and Statistical Section listed in the Table of Contents are presented
for purposes of additional analysis and are not a required part of the basic financial statements.

The Supplementary Information is the responsibility of management and was derived from and
relates 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 Supplementary Information is fairly stated in all material
respects in relation to the basic financial statements as a whole.

The Introductory and Statistical Sections have 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 them.



Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
September 30, 2019, 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.
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Pleasant Hill, California
September 30, 2019
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MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)

This section of the City’'s Comprehensive Annual Financial Report presents an overview and analysis
of the City’s financial activities for the fiscal year ending June 30, 2019. We encourage reader