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Sampson, Sampson & Patterson, LLP 
CERTIFIED Pusuc AccoUNTANTS 

Board of Directors 
Selma Public Finance Authority 
Selma, California 

INDEPENDENT AUDITORS' REPORT 

3148 Willow Avenue, Suite l 02 
Clovi s , California 9361 2-4739 
(559) 291 -0277 •FAX (559) 29 1-641 1 

January 6, 2014 

We have audited the accompanying financial statements of the governmental activities, each 
major fund , and the aggregate remaining fund information of Selma Public Finance Authority as of and 
for the year ended June 30, 2012, which collectively comprise the Authority's basic financial statements 
as listed in the table of contents . These financial statements are the responsibility of Selma Public 
Finance Authority ' s management. 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 of 
material misstatement. An audit includes examining, on a test basis, evidence suppo11ing the amounts 
and disclosures in the financial statements. An audit also includes assessing the accounting principles 
used and the significant estimates made by management, as well as evaluating the overall financial 
statement presentation. We believe that our audit provides a reasonable basis for our opinions. 

In our opinion, the financial statements referred to above present fairly, in all material respects, 
the respective financial position of the governmental activities, each major fund, and the aggregate 
remaining fund information of Selma Public Finance Authority as of June 30, 2012, and the respective 
changes in financial position, for the year then ended in conformity with accounting principles generally 
accepted in the United States of America. 

In accordance with Government Auditing Standard5, we have also issued our report dated January 
6, 2014, on our consideration of Selma Public Finance Authority's internal control over financial 
repo11ing 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 repo11ing and compliance and the results of that testing, and not to provide 
an opinion on internal control over financial reporting or on compliance. That repo11 is an integral part of 
an audit performed in accordance with Government Auditing Standards and should be considered in 
assessing the results of our audit. 
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Selma Public Finance Authority 
January 6, 2014 

Accounting principles generally accepted in the United States of America require that the 
management's discussion and analysis identified as Required Supplementary Information 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 genera lly 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. 

Our audit was conducted for the purpose of forming opinions on the financial statements that 
collectively comprise the Selma Public Finance Authority ' s financial statements as a whole. The 
combining financial statements are presented for purposes of additional analys is and are not a required 
part of the financial statements. The combining financial statements are the responsibility of management 
and were derived from and relate directly to the underlying accounting and other records used to prepare 
the financial statements. The information has been subjected to the auditing procedures applied in the 
audit of the financial statements and certain additional procedures, including comparing and reconciling 
such information directly to the underlying accounting and other records used to prepare the financial 
statements or to the financial statements themselves, and other additional procedures in accordance with 
auditing standards generally accepted in the United States of America. In our opinion, the information is 
fair ly stated in all material respects in relation to the financial statements as a whole. 
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SELMA PUBLIC FINANCE AUTHORITY 
Managements ' Discussion and Analysis 

JUNE 30, 2012 

This section of the Selma Public Finance Authority's annual audit report presents a 
discussion by the Finance department of the Authority 's financial performance during the fiscal 
year, which ended on June 30, 2012. Please read in conjunction with the Authority 's financial 
statements, which follow this section. 

FINANCIAL HIGHLIGHTS 

• The Authority's total assets are $5,493,045. The Authority's liabilities are $4,953, 163. 

• During the year the Authority's total revenues are $713,993. Total expenses are $740,723. 

OVERVIEW OF THE FINANCIAL STATEMENT 

--------------------· 
This annual report consists of three parts-management's discussion 
and analysis (this section) the basic financial statements, and required 
supplementary information . 

_J...__ __ _ 

The basic financial statements include two kinds of statements that 
present different views of the Authority: 

The first two statements are government-wide financial statements that 
provide both long-term and short-term information about the Authority's 
overall financial status. 

The remaining statements are fund financial statements that focus on 
individual parts of the government, reporting the Authority's operations 
in more detail than the government-wide statements. 

The governmental funds statements tell how general government 
services were financed in the short term as well as what remains for 
future spending . 

Government-Wide 
Financial 

Statement• 

--------------------

Fund 
Financial 

Statements 

Summary~ 

Fiduciary fund statements provide information about the financial relationships in which the 
Authority acts solely as a trustee or agent for the benefit of others , to whom the resources in 
question belong. 

The financial statements also include notes that explain some of the information in the financial 
statements and provide more detailed data. The statements are followed by a section of required 
supplementary information that further explains and supports the information in the financial 
statements. Figure shows how the required parts of this annual report are arranged and related 
to one another. 

Government-wide Statements 

The government-wide statements report information about the Authority as a whole using 
accounting methods similar to those used by private-sector companies. The statement of net 
assets includes all of the government's assets and liabilities. All of the current year's revenues 
and expenses are accounted for in the statement of activities regardless of when cash is received 
or paid. 

- 3 -
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SELMA PUBLIC FINANCE AUTHORITY 
Managements ' Discussion and Analysis 

JUNE 30, 2012 

The two government-wide statements report the Authority's net assets and how they have 
changed. Net assets-the difference between the Authority's assets and liabilities-are one way 
to measure the Authority's financial health or position: 

• Over time, increases or decreases in the Authority's net assets are an indicator of whether its 
financial health is improving or deteriorating, respectively. 

• To assess the overall health of the Authority, one needs to consider additional nonfinancial 
factors such as changes in the Authority's tax base. 

The government-wide financial statements of the Authority include the Governmental activities. 
Most of the Authority's basic services are included here. Property taxes and grants finance most 
of these activities. 

Fund Financial Statements 

The fund financial statements provide more detailed information about the Authority's most 
significant funds-not the Authority as a whole . Funds are accounting devices that the Authority 
uses to keep track of specific sources of funding and spending for particular purposes: 

• Some funds are requ ired by State law and by bond covenants. 

• The Board of Trustees establishes other funds to control and manage money for particular 
purposes or to show that it is properly using certain taxes and grants. 

Selma Public Finance Authority has the following kinds of funds: 

• Governmental funds-Most of the Authority's basic services are included in governmental 
funds , which focus on (1) how cash and other financial assets that can readily be converted 
to cash , flow in and out and (2) the balances left at year-end that are available for spending. 
Consequently , the governmental fund statements provide a detailed short-term view that 
helps you determine whether there are more or fewer financial resources that can be spent in 
the near future to finance the Authority's programs. Because this information does not 
encompass the additional long-term focus of the government-wide statements, we provide 
additional information at the bottom of the governmental funds statement, or on the 
subsequent page, that explain the relationship (or differences) between them. 

FURTHER INFORMATION 

This financial report is designed to provide citizens, taxpayers, investors and creditors with a 
general overview of the Authority's finances and to demonstrate the Authority's accountability for 
the money it receives . If you have questions or need additional information , contact Steven 
Yribarren , Financial Consultant, at the City of Selma. 

- 4 -
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Assets 
Cash and investments 
Cash with fisca l agent 
Assessments rece ivable 
Notes receivable 

Total assets 

Liabilities 
Accounts payable 
Noncurrent liabi I iti es: 

Due within one year 

SELMA PUBLIC FINANCE AUTHORITY 
Statement of Net Assets 

June 30, 2012 

Due in more than one year 

Total li abilities 

Net Assets 
Restricted fo r: 

Debt service 
Un restricted 

Total net assets 

The accompanyi ng notes are an in tegra l part of these fi nancial statements 
5 

Governm ental 
Acti vi ti es 

$ 94,463 
549,582 

3,759,000 
1,090,000 

5,493 ,045 

3, 163 

355,000 
4,595,000 

4,953. 163 

640,882 
(I 0 1,000) 

$ 539.882 
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SELMA PUBLIC FINANCE AUTHORITY 
Statement of Activities 

For the Year Ended June 30, 2012 

Functions/Programs 

Expend itures 
Interest and fisca l charges 
Total expenditures 

Total governmental activities 

General revenues : 
Other revenue 
Interest payments 
Transfers (net) 

Total general revenues and transfers 

Changes in net assets 

Net assets - beginning 

Prior period adjustment 

Net assets - ending 

Expenses 

$330, 723 
330,723 

$330.723 

The accorn panying notes are an integral pa11 of these financial statements 
6 

Net (Expense) 
Revenue and Changes 

in Net Assets 
Governmental Activities 

$(330.723) 
(330,723) 

$(330.723) 

24,440 
27,178 

292.375 

343.993 

13 ,270 

54 1,3 13 

(14 ,70 1) 

$__239.882 
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Assets 
Cash and investments 
Cash with fiscal agent 

Total assets 

Liabilities 
Accounts payable 

Total liabilities 

Fund balance 
Assigned, reported in: 

Debt service 

Total fund balances 

Total liabilities and fund balances 

1994 
Debt 

Service 

$ 
141,332 

$141.332 

$ 

141,332 

141,332 

$141.332 

SELMA PUBLIC FINANCE AUTHORITY 
Balance Sheet - Governmental Funds 

June 30, 2012 

PFA PFA PFA 
Hotel 1999-A 2004 A-B 
Debt Reassess Debt 

Service Debt Service Service 

$3,163 $ 50,767 $38, 141 
408,250 

aill $459.017 $J 8.141 

$3,163 $ $ 

--1.lfil 

459,017 38,141 

459,017 _ _38,141 

aill $459.017 $38.1 41 

The accompanying notes are an integral part of these financial statements 
7 

2010 
Debt Other Total 

Service Governmental Governmental 
Funds Funds Funds 

$542 $1,850 $ 94,463 
549.582 

$542 iLlli $M4.045 

_ $ - _$ _ $ 3.163 

3,163 

542 ----1..,.lli 640,882 

542 1.850 640.882 

$542 iLlli $644.045 
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SELMA PUBLIC FINANCE AUTHORITY 
Reconciliation of the Government Fund Balance Sheet 

to the Statement of Net Assets 
June 30, 2012 

Total fund balance - governmental fund balance sheet 

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

Payables for bond principal which are not due in the current period are not 
reported in the funds 

Other long-term assets are not avai lable to pay for current period expenditures 
and are deferred in the funds 

Net assets of governmental activities - Statement of et Assets 

The accompanying notes are an integral part of these financial statements 
8 

$ 640,882 

( 4,950,000) 

4.849.000 

$ 539.882 . 
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Revenues: 
Interest 
Miscellaneous revenue 

Total revenues 

Expenditures: 
Debt service: 

Principal 
Interest and fiscal charges 

Total expenditures 

Excess (deficiency) of revenues 
over (under) expenditures 

Other financing sources: 
Operating transfers in 

Total other financing sources 

Excess of revenues and other 
financing sources over (under) 
expenditures and other financing uses 

Fund balances, July I, 2011 

Prior period adjustments 

Fund balances, June 30, 2012 

SELMA PUBLIC FINANCE AUTHORITY 
Statement of Revenues, Expenditures, and Changes in Fund Balance 

Governmental Funds 
For the Year Ended June 30, 2012 

PFA PFA PFA 
1994 Hotel 1999-A 2004 A-B 
Debt Debt Reassess Debt 

Service Service Debt Service Service 

$ 176 $ $ 24,822 $ 
24 440 -- --

24,616 24,822 

120,000 290,000 
86,695 244,028 

2QQ_,_G2~ 534,028 

( 182,079) -- (509,206) --

120,150 542,225 

120.150 542,225 

(61 ,929) 33,019 

203 ,261 440,699 38,141 

-- (14,701) ---

$ 111...,_ll:f L_ $__122,Qll $38.141 

The accompanying notes are an integral part of these financial statements 
9 

2010 
Debt Other Total 

Service Governmental Governmental 
Funds Funds Funds 

$342 $1,838 $ 27,178 

-- -- ----11.,440 

342 __Ll_;lli 51,618 

410,000 
330,723 

740,723 

342 __Ll_;lli (689, I 05) 

662,375 

662,375 

342 1,838 (26,730) 

200 12 682,313 

-- -- (14,701) 

$_5_4_~ $1~_0 $ 640.882 
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SELMA PUBLIC FINANCE AUTHORITY 
Reconciliation of the Statement of Revenues, Expenditures, 

and Changes in Fund Balances of Governmental Funds 
to the Statement of Activities 

For the Year Ended June 30, 2012 

Net change in fund balance - total governmental fund s 

Amounts reported fo r Governm ental Activiti es in the Statement of Net Assets 
are different because: 

Receipt of notes rece ivable is revenue in the fund s but is not 
revenue in the Statement of Activi ties 

Payment of bond principal is an expenditure in the funds but is 
not an expense in the Statement of Acti vities 

Changes in net assets of governm ental activities - Statement of Activ ities 

The accompanying notes are an integral part of these fin ancial statements 
IO 

$ (26,73 0) 

(3 70,000) 

4 10,000 

LlJ 21Jl 
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SELMA PUBLIC FINANCE AUTHORITY 
Notes to Financial Statements 

June 30, 2012 

NOTE 1 - SUMARY OF SIGNIFICANT ACCOUNTING POLICIES 

The combined financial statements of Selma Public Finance Authority (the "Authority") have been 
prepared in conformity with accounting principles applicable to governmental units which are 
generally accepted in the United States of America. The Governmental Accounting Standards Board 
(GASB) is the accepted standard setting body for establishing governmental accounting and financial 
reporting principles . 

I. Reporting Entity 

The Authority ' s basic financial statements include the accounts of all its operations. The 
Authority evaluated whether any other entity should be included in these financial statements. 
The criteria for including organizations as component units within the Authority's reporting 
entity, as set forth in GASB Statement No. 14, "The Financial Reporting Entity," include 
whether: 

• The organization is legally separate (can sue and be sued in its name) 
• The Authority holds the corporate powers of the organization 
• The Authority appoints a voting majority of the organization's board 
• The Authority is able to impose its will on the organization 
• The organization has the potential to impose a financial benefit/burden on the Authority 
• There is fiscal dependency by the organization on the Authority 
• The exclusion of the organization would result in misleading or incomplete financial 

statements 

The Authority also evaluated each legally separate, tax-exempt organization whose resources are 
used principally to provide support to the Authority to determine if its omission from the 
reporting entity would result in financial statements which are misleading or incomplete. GASB 
Statement No. 14 requires inclusion of such an organization as a component unit when: 1) The 
economic resources received or held by the organization are entirely or almost entirely for the 
direct benefit of the Authority, its component units or its constituents; and 2) The Authority or its 
component units is entitled to, or has the ability to otherwise access, a majority of the economic 
resources received or held by the organization; and 3) Such economic resources are significant to 
the Authority. 

Based on these criteria, the Authority has no component units. Additionally, the Authority is a 
component unit of the City of Selma, as defined by the GASB Statement. 

2. Basis of Presentation, Basis of Accounting 

Basis of Presentation 

Government-wide Statements: The statement of net assets and the statement of activities include 
the financial activities of the overall government. Eliminations have been made to minimize the 
double-counting of internal activities. Governmental activities generally are financed through 
taxes, intergovernmental revenues, and other non-exchange transactions. 

11 
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SELMA PUBLIC FINANCE AUTHORITY 
Notes to Financial Statements 

June 30, 2012 
(Continued) 

The statement of activities presents a comparison between direct expenses and program revenues 
for each function of the Authority ' s governmental activities. Direct expenses are those that are 
specifically associated with a program or function and, therefore, are clearly identifiable to a 
particular function . The Authority does not allocate indirect expenses in the statement of 
activities. Program revenues include (a) fees , fines, and charges paid by the recipients of goods 
or services offered by the programs and (b) grants and contributions that are restricted to meeting 
the operational or capital requirements of a particular program. Revenues that are not classified 
as program revenues, including all taxes, are presented as general revenues . 

Fund Financial Statements: The fund financial statements provide information about the 
Authority ' s funds, with separate statements presented for each fund category. The emphasis of 
fund financial statements is on major governmental funds, each displayed in a separate column . 
All remaining governmental funds are aggregated and reported as nonmajor funds . 

The Authority repo11s the following major governmental funds: 

General Fund: This is the Authority's primary operating fund. It accounts for all financial 
resources of the Authority except those required to be accounted for in another fund . 

Measurement Focus, Basis of Accounting 

Government-wide Financial Statements: These financial statements are reported using the 
economic resources measurement focus . They are repo11ed using the accrual basis of accounting. 
Revenues are recorded when earned and expenses are recorded at the time liabilities are incurred, 
regardless of when the related cash flows take place. Non-exchange transactions, in which the 
Authority gives (or receives) value without directly receiving (or giving) equal value in exchange, 
include prope11y taxes, grants, entitlements, and donations. On an accrual basis, revenue from 
property taxes is recognized in the fiscal year for which the taxes are levied. Revenue from 
grants, entitlements, and donations is recognized in the fiscal year in which all eligibility 
requirements have been satisfied. 

Governmental Fund Financial Statements: Governmental funds are reported using the current 
financial resources measurement focus and the modified accrual basis of accounting. Under this 
method, revenues are recognized when measurable and available. The Authority considers all 
revenues reported in the governmental funds to be available if the revenues are collected within 
sixty days after year-end. Revenues from local sources consist primarily of property taxes. 
Property tax revenues and revenues received from the State are recognized under the susceptible­
to-accrual concept. Miscellaneous revenues are recorded as revenue when received in cash 
because they are generally not measurable until actually received. fnvestment earnings are 
recorded as earned, since they are both measurable and available. Expenditures are recorded 
when the related fund liability is incurred, except for principal and interest on general long-term 
debt, claims and judgments, and compensated absences, which are recognized as expenditures to 
the extent they have matured. General capital asset acquisitions are repo11ed as expenditures in 
governmental funds . Proceeds of general long-term debt and acquisitions under capital leases are 
repo11ed as other financing sources . 

12 
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SELMA PUBLIC FINANCE AUTHORITY 
Notes to Financial Statements 

June 30, 2012 
(Continued) 

When the Authori ty incurs an expenditure or expense fo r which both restricted and unrestri cted 
resources may be used, it is the Authori ty's policy to use restricted resources first, then 
unrestricted resources. 

3. Financial Statement Amounts 

Property Taxes 

Taxes are payable in two installments on November 1 and March 1. They become delinquent on 
December 10 and April 10 respective ly. The li en date is January 1 of each year. Unsecured 
property taxes are payable in one installment on or before August 3 1. The Co unty of Fresno bill s 
and co llects th e taxes fo r the City. 

On October 12, 1993, the Fresno County Board of Supervisors voted to adopt an alternate method 
of property tax apportionm ent known as the Teeter Plan. The method applies to current secured 
and suppl emental, but not to un secured. The bas ic concept of the Teeter Plan is th at the Coun ty 
will appo1tion tax ing agencies 100% of their levy (adjusted for roll changes) with the County 
owning the delinquent receivables. The County will apportion the current secured and unitary 
into a revenue account in three insta llments. The first 50% was apport ioned December 15, the 
balance will be apporti oned by April 15, and June 15 at 45% and 5% respecti ve ly. 

Inventories and Prepa id Items 

Inventori es on the balance sheet are stated at we ighted average cost. Inventory items are recorded 
as expenditures when they are consum ed. 

Certain payments to vendors refl ect costs applicable to future acco unting periods and are 
recorded as prepaid items. 

Rece ivable and Payable Balances 

The Authority believes that sufficient detail of rece ivable and payable balances is prov ided in the 
fin ancial statements to avo id the obscurin g of significant components by aggregation. Therefore, 
no disclosure is provided which disaggregates those balances. 

There are no significant rece ivables which are not scheduled fo r co llection within one year of 
year end. 

Fund Balances - Governm ental Funds 

Fund balances of the governm ental fund s are class ifi ed as fo l lows: 

Non.5pendab le Fund Balance - represents amounts that cannot be spent because they 
are either not in spendable fo rm (such as inventory or prepaid insurance) or lega lly 
required to remain intact (such as notes receivable or principal of a permanent fund) . 

13 
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SELMA PUBLIC FINANCE AUTHORITY 
Notes to Financial Statements 

June 30, 2012 
(Continued) 

Restricted Fund Balance - represents amounts that are constrained by external parti es, 
constitutional provisions or enabling legislati on. 

Committed Fund Balance - represents amounts that can only be used fo r spec ific 
purpose because of a fo rmal acti on by the Authority 's Board of Trustees. Committed 
amounts cannot be used fo r any other purpose unless the Board of Trustees removes 
those constraints by taking the same type of formal action. Committed fund balance 
amounts may be used for other purposes with appropriate due process by the Board of 
Trustees. Commitments are typically done through adoption and amendment of the 
budget. Committed fund balance amounts differ from restricted balances in that the 
constraints on their use do not come from outside parties, constitutional provisions, or 
enabling legislation. 

Assigned Fund Balance - represents amounts which the Authori ty intends to use fo r a 
spec ific purpose, but that do not meet the criteria to be class ified as restricted or 
committed. Intent may be sti pulated by the Board of Trustees or by an offi cial or 
body to which the Board of Trustees delegates the Authority. Spec ific amounts that 
are not restri cted or committed in a spec ial revenue, capital projects, debt service or 
permanent fund are ass igned fo r purposes in accordance with the nature of their fund 
type or the fund 's primary purpose. Assignments wi thin the general fund conveys that 
the intended use of those amounts is fo r a specific purpose th at is narrower than the 
general purposes of the Authority itse lf. 

Unassigned Fund Balance - represents amounts whi ch are unconstrained in that they 
may be spent for any purpose. Only the general fund reports a pos itive unassigned 
fund balance. Other governm ental fund s mi ght report a negative balance in thi s 
class ification because of overspending fo r spec ific purposes fo r whi ch amounts had 
been restri cted, committed or ass igned. 

When an expenditure is incurred fo r a purpose for which both restricted and unrestricted fund 
balance is ava ilable, the Authority considers restricted fund s to have been spent first. When an 
expenditure is incurred for which committed, ass igned, or unass igned fund balances are ava ilable, 
the Authori ty considers amounts to have been spent first out of committed funds, then ass igned 
fund s, and fin a lly unassigned fund s. 

The preparati on of fin ancial statements 111 confo rmity with GAA P requires the use of 
management 's estimates. 

14 
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SELMA PUBLIC FINANCE AUTHORITY 
Notes to Financial Statements 

June 30, 2012 
(Continued) 

NOTE 2 - COMPLIANCE AND ACCOUNT ABILITY 

Finance-Related Legal and Contractual Provisions 

In accordance with GASB Statement No. 38, "Certain Financial Statement Note Disclosures," 
violations of finance-related legal and contractual provisions, if any, are reported below, along with 
actions taken to address such violations: 

Violation Action Taken 

None Reported Not Applicable 

NOTE 3-CASH AND INVESTMENTS 

The Authority 's funds are required to be deposited and invested under the terms of a depository 
contract. The depository bank deposits for safekeeping and trust with the Authority 's agent bank 
approved pledged securities in an amount sufficient to protect Authority funds on a day-to-day basis 
during the period of the contract. The pledge of approved securities is waived only to the extent of 
the depository bank 's dollar amount of Federal Deposit Insurance Corporation (FDJC) insurance. 

Cash and investments as of June 30, 2012 are classified in the accompanying financial statements as 
follows: 

Statement of net assets: 
Cash and investments 

Restricted cash and investments with fiscal agents 

Total cash and investments 

Cash and investments as of June 30, 2012 consists of the following: 

Deposits with financial institutions 
Money market funds 
Investment agreement 

Total cash and investments 

$ 94,463 
549,582 

$644.045 

$ 94,463 
141 ,332 
408,250 

$644.045 

A. Investment Authorized by the California Government Code and the Cities Investment Policy 

The table below identifies the investment types that are authorized for the City of Selma (City) by 
the California Government Code (or the City's investment policy, where more restrictive) . The 
table also identified certain provi sions of the California Government Code (or the City 's 
investment policy, where more restrictive) that address interest rate risk, credit risk, and the 
concentration of credit risk. This table does not address investment of debt proceeds held by 
bond trustee that are governed by the provisions of debt agreements of the City, rather than the 
general provisions of the California Government Code or the City's investment policy. 

15 
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SELMA PUBLIC FINANCE AUTHORITY 
Notes to Financial Statements 

June 30, 2012 
(Continued) 

Maximum 
Authorized Investment Type Maturity 

Local Agency Investment Fund (State Pool) NIA 
U.S. Treasury Obligations NIA 
U.S. Government Agency Issues NIA 
Insured Passbook on Demand Deposits with 

Banks and Savings and Loans NIA 
Certificates of Deposit I year 
Bankers Acceptances NIA 
Commercial Paper NIA 
Mutual Funds (must be comprised of eligible 

securities permitted under this policy) NIA 
Money Market Funds (must be comprised of 

eligible securities permitted under this policy NIA 

Maximum Maximum 
Percentage I nvestrn ent 

of Portfolio in One Issuer 

None $40 million 
None None 
None None 

None $100,000 
None $100,000 
None None 
None None 

None None 

None None 

The investment policy allows for the above investments which have equal safety and liquidity as 
all other allowed investments. Maturity depends on the cash needs of the City . 

B. Disclosures Relating to Interest Rate Ri sk 

Interest rate risk is the risk the changes in market interest rates will adversely affect the fair value 
of an investment. Generally, the longer the maturity of an investment, the greater the sensitivity 
of its fair value to changes in market interest rates. One of the ways that the City manages its 
exposure to interest rate risk by purchasing a combination of short-term and longer-term 
investments and by timing cash flows from maturities so that a portion of the portfolio is 
maturing or coming close to maturity evenly over time as necessary to provide the cash flow and 
liquidity needed for operations. 

Information about the sensitivity of the fair value of the City ' s investments (including 
investments held by bond trustee) to market interest rate fluctuations is provided by the following 
table that shows the distribution of the City's investments by maturity: 

Longer 
12 Months Than 60 

Investment Type Fair Value or Less Months 

Held by Bond Trustee: 
Money Market Funds $141 ,332 $141,332 $ 
Investment Agreement 408.250 408.250 

$549.582 $14 1,332 $4Q8,25Q 
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C. Investments wi th Fair Va lues Highly Sensiti ve to Interest Rate Fluctuations 

The City has no investments (i ncluding in vestments held by bond tru stees) th at are highly 
sensitive to interest-rate fluctuations (to a greater degree than already indicated in the info rm ation 
prov ided above). 

D. Disclosures Relating to Credit Risk 

Generally, credit risk is the risk that an issuer of an investment will not fulfill its obligation to the 
Holder of the investment. This is measured by the ass ignment of a rating by a nationally 
recognized stati sti ca l rat ing organi zation. Presented below is the minimum rating required by 
(where applicable) the Ca li fo rni a Government Code, the City's investment policy, or debt 
agreements, and the actual rating as of fi sca l year end fo r each investment type. 

Investment Type 

Held by Bond Trustee: 
Money Market Funds 
Investm ent Agreement 

E. Concentration of Credit Ri sk 

Amount 

$ 14 1,332 
408,250 

$549.582 

Ratings as of Fisca l Year End 
Minimum 

Legal Not 
Rating Rated AAA m 

AA m 
NIA 

$ $ 14 1,332 
408,250 

4 2.iQ $141.332 

The investm ent policy of the City of Selma contains no limitations on the amount that can be 
invested with any one issuer beyond that stipulated by the Cali fo rni a Governm ent Code. There 
were no investments in any one issuer that represented 5% or more of the total investments. 

F. Custodi al Credit Ri sk 

Custodial Credit Ri sk fo r deposits is the risk that, in the event of the fa ilure of a depository 
fin ancial in stitution, a government will not be able to recover its deposits, or will not be able to 
recover collatera l securities that are in the possess ion of an outside party. The Custodial Credit 
Risk fo r investments is the ri sk that, in the event of the fa ilure of the counterparty (example 
broker-dea ler) to a transacti on, a governm ent wi ll not be able to recover the value of its 
investment or co llateral securities th at are in the possession of another party . The Ca li fo rnia 
Governm ent Code and the City ' s investment policy do not contain lega l or policy requi rements 
that would lim it the exposure to Custodia l Credit Ri sk fo r depos its or investments, other than the 
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following provision for deposits: The local governmental units by pledging securities in an 
undivided collateral pool held by a depository regulated under state laws (un less so waived by the 
governmental unit) . The fair value of the pledged securities and the collateral pool must equal at 
least 110% of the total amount deposited by the public agencies. Ca li fornia law also allows 
financia l institutions to secure City deposits by pledging first trust deed mortgage notes having a 
value of 150% of the secured public deposits. 

As of June 30, 2012, none of the Authority's deposits with financial institutions in excess of 
federal depository insurance limits were held in an uncollateralized accounts. In addition, as of 
June 30, 2012, no investments were held by the same broker dealer (counterpa1ty) that was used 
by the City of Selma to purchase the securities. 

NOTE 4 - AMOUNTS TO BE PROVIDED BY SPECIAL ASSESSMENTS 

The Authority has entered into bond agreements with the following at June 30, 2012: 

City of Selma: 
Assessment District No. 1991-2 Improvement Bonds - Highland 
Assessment District No. 1992-1 Improvement Bonds - Dancer II 
Assessment District No. 1992-1 Supplemental Improvement Bonds - Dancer Ill 
Assessment District No. 1992-1 Third Supplementa l Improvement Bonds -

Pea Soup Andersen 
Assessment District No. 1993-1 Improvement Bonds - Vineyards 
Assessment District No. 1991-2 Supplemental Improvement Bonds - Sti llman 
Assessment District No. 1991-2 Supplemental Improvement Bonds - Watermain 
Assessment District No. 1997-1 - Theater 

NOTE 5 - NOTES RECEIVABLE 

City of Selma Successor Agency: 
Housing Loan Agreement 

City of Selma: 
City Hall Lease Financing - 1994 
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$ 921,000 
205,000 
190,000 

1,531,000 
385,000 
204,000 
193,000 
130,000 

$3.759.000 

480,000 
480,000 

610,000 
610,000 

$1.090.000 
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Future Commitm ents to the Authori ty are as fo ll ows: 

Year Ending 
June 30, 

201 3 
2014 
201 5 
2016 
201 7 

2018-2022 
2023 -2027 

Less: Amount representing interest 

NOTE 6 - LONG-TERM OBLIGATIONS 

Long-Term Obligations 

$ 634,028 
637, 176 
627,942 
637,029 
631 ,986 

2,967,999 
863, 190 

6,999,350 

(2, 150,3 50) 

$ 4. 849.000 

Long-term obligations include debt and other long-term li abilities. Changes in long-term obligations 
fo r the year ended June 30, 201 2, are as fo llows: 

Amounts 
Beginning Ending Due Within 
Balance Increases Decreases Balance One Year 

Governmental activi ties: 
General ob ligation bonds $5,360.000 L_ $41 0.000 $4.950.000 $355.000 

Total governmenta l activities $5 36Q illlQ $ $41Q QQQ $4 25Q QQQ $355 QQQ 
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The funds typica lly used to liquidate other long-term liabilities in the past are as follows: 

Debt Service Requirements 

Debt service requirements on long-term debt at June 30, 2012, are as fo llows: 

Fiscal Year 

2013 
20 14 
2015 
2016 
2017 

2018-2022 
2023-2026 

Totals 

Bonds Payable 

Interest 
Rate 

Descri~tion Pa~able 

1994 4%-7.25% 
1999-A 4 .5%- 5.85% 

1994 Revenue Bonds 

Principal 

$ 355,000 
365,000 
415,000 
385,000 
400,000 

2,250,000 
780,000 

$_4_._2__5_Q_,Q__Q_Q 

Amount 
Original 

Issue 

$1 ,814,000 
8, 165 ,000 

Governmental Activities 
Interest 

$ 207,805 
290,770 
265,821 
237,445 
214,696 
602,385 
113,032 

$1.931.954 

Outstanding 
June 30. 20 I I Issued 

$ 1, 185,000 $ 
4,175.000 

$5 360.000 $___ 

Total 

$ 562,805 
655,770 
680,821 
622,445 
614,696 

2,852,385 
893,032 

$6,881,254 

Retired 

$120,000 
290.000 

$4 10 000 

Outstanding 
June 30, 20 12 

$1 ,065 ,000 
3,885,000 

$4 950 illill 

On March 15 , 1994, the Selma Public Finance Authority issued $1,8 14,000 of Revenue Bonds to 
finance improvements for the City Hall of Se lma and refunding of the City of Mt. Shasta 
Assessment District No. 1989-1 Bond . The bonds have an interest rate of 5.55% to 7.00% and 
matures on September 15, 2023. Bonds are payable ann ually at various amounts. The principal 
balance outstanding at June 30, 20 12 is $1,065,000. 

1999-A Assessment Revenue Bonds 

On September 2, 1999, the Selma Public Finance Authority issued $8, 165,000 of Assessment 
Revenue Bonds bearing interest at 4.40% to 6.15% payable semi-annually on March 2 and 
September 2 commencing March 2, 2000. The bonds mature annual ly at various amounts 
through September 2, 2023. The bonds are payable solely from revenues received by the 
Authority from the City with respect to the loca l obligations. The bond proceeds were used to 
refund certa in outstanding Authority ob li gations, for funding a reserve account for the bonds and 
for paying the costs of issuance of the bonds . The principal balance outstandi ng at June 30, 2012 
is $3,885,000. 
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20 l 0 Lease Revenue Refundin g Bonds 

On August 5, 2010 the Se lma Public Finance Authority issued $4,125,000 of Lease Revenue 
Bonds to prov ide funds to refin ance a portion of the Authority ' s outstandin g 200 I Vari able Rate 
Demand Refundin g Revenue Bonds, Series A, a porti on of the Authori ty ' s outstanding 2004 
Seri es A Refund ing Bonds, fund a reserve fund fo r the Series 20 I 0 Bonds and to pay the costs 
incurred in connection with the cost of issuance. 

The City has covenanted under the lease agreement to make all lease payments and to include all 
such payments in its annual budgets. The debt obligation is being recorded on the City's 
financial statements and thus not I isted as part of the Pub I ic Finance Authority Long-Term Debt. 

All of the Authori ty ' s obligations with respect to the Refundin g Bonds (200 I-A and 2004-A) 
have been fully discharged upon the issuance of the Series 20 10 Bonds. 

NOTE 7 - COMMITMENTS AND CONTINGENCIES 

Litigation 

No reportable litigation was pending aga inst the Authori ty at June 30, 201 2. 

NOTES - SUBSEQUENT EVENTS 

Subsequent events were eva luated th rough January 6, 20 14, which is the date the fin ancial statements 
were ava il abl e to be issued . 

NOTE 9 - PRIOR PERIOD ADJUSTMENT 

Certain errors resulting in an understatement of prev iously reported assets were discovered during the 
current yea r. Accordingly, adjustments totaling $( 14,701 ) were made for the fo ll owing: 

Cash with fi sca l agent was overstated $( 14, 70 I ) 

A corresponding entry was made to decrease previously reported net assets by$( 14,70 I ). 
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OTHER AUDITORS ' REPORTS 



Sampson , Sampson & Patterson, LLP 
CERTIFIED Pusuc AccoumANTS 

Board of Di rectors 
Se lma Publ ic Finance Authority 
Selma, Cali fo rnia 

3148 Wi ll ow Avenue, Suite 102 
Clmis, California 936 12-4 739 
(559) 29 1-0277 • FAX (559) 291 -6411 

January 6, 2014 

RE PORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AN D 0 
COMPLIANCE AND OTHER MATTERS BASED ON AN AU DIT OF FINANC IAL 

STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT A VDT/NG STANDARDS 

We have audited the fin ancial statements of the Public Finance Authori ty of the City of Se lma, 
Ca li fo rnia (the "Authority"); a component unit of the City of Selma as of and for the year ended June 30, 
2012, which collectively comprise the City of Se lma's bas ic financial statements and have issued our report 
thereon dated January 6, 20 14. We conducted our audit in accordance with auditing standards generally 
accepted in the United States of America and the standards applicable to fi nancial audits conta ined 111 

Government Auditing Standards, issued by the Comptro ller General of the United States. 

Internal Contro l Over Financial Reportin g 

Management of the Authori ty is responsible fo r establishing and maintaining effective internal 
contro l over fin ancial reporting. In planning and perfo rming our audi t, we considered the Authority's 
internal contro l over fi nancial reporting as a basis fo r designing our auditing procedures for the purpose of 
express ing our opinions on the fi nancial statements, but not fo r the purpose of express ing an opinion on the 
effecti veness of the Authority's internal contro l over financia l reporting. Accordingly, we do not express an 
opinion on the effectiveness of the Authori ty's internal control over fin ancia l reporting. 

Our consideration of internal control over fin ancial repo1ting was fo r the limited purpose described 
in the preceding paragraph and was not designed to identi fy all deficiencies in internal contro l over fi nancial 
reporting that mi ght be signi ficant deficienc ies or materia l weaknesses and therefore, there can be no 
assurance that all defi ciencies, significant defi ciencies, or material weaknesses have been identified. 
However, as described in the accompanying schedule of findin gs and questioned costs, we identified certain 
defi ciencies in internal control over fi nancial reporting that we consider to be a material weakness. 

A deficiency in internal control exists when the des ign or operation of a contro l does not allow 
management or employees, in the normal course of perfo rming thei r ass igned fun ctions, to prevent, or detect 
and correct misstatements on a timely basis. A material weah1ess is a deficiency, or a combination of 
defic iencies, in internal control such that there is a reasonable possibili ty that a material misstatement of the 
Authority's financial statements wi ll not be prevented, or detected and corrected on a timely basis. We 
consider the deficiency described in the accompanying schedule of findi ngs and questioned costs to be a 
material weakness. Item #201 2-1. 
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Compliance and Other Matters 

As part of obtain ing reasonable assurance about whether the Authori ty ' s financial statements are 
free of material misstatement, we perfo rm ed tests of its compliance with certain prov isions of laws, 
regul ations, contracts, and grant agreements , noncompliance with which could have a direct and material 
effect on the determination of fin ancial statement amounts. However, prov iding an opini on on 
compli ance with those prov isions was not an objective of our audit and , accordingly, we do not express 
such an opinion. The results of our tests di sclosed no instances of noncompliance or other matters that 
are required to be reported under GovernmenLal Auditing Standards. 

The Authori ty's response to the fin ding identified in our audit is described in the accompanying 
schedul e of findin gs and questioned costs. We did not audit the Authori ty's response and, accordingly we 
express no opinion on it. 

This report is intended for the information and use of management, others within the entity and 
federal awarding agencies and pass-through entities and is not intended to be and should not be used by 
anyone other than these spec ifi ed parties. 
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MATERIAL WEAKNESS 

SELMA PUBLIC FINANCING AUTHORITY 
Schedule of Findings and Questioned Costs 

For The Year Ended June 30, 2012 

201 2- 1 LONG-TERM LI ABILITIES 

Condition: 

Debt principal and interest payments were posted to several wrong accounts and amounts, fo r the 
most part, did not agree with actual debt and interest payments. 

Criteri a: 

Debt payments posted to wrong accounts is a defi ciency in internal contro ls as it indicates a lack of 
understanding of governmental accounting and a fa ilure to reconcile debt payment accounts. 

Effect of Conditi on: 

Due to all the pos iting errors, amounts in severa l fund s were not correct. Expenses fo r debt 
payments were overstated in some fu nds and understated in others. 

Cause of Condition: 

Fa ilure on the part of the fi nance staff to recognize erroneous postings and fa ilure to rev iew the 
general ledger on an ongoi ng basis. 

Recommendati on: 

All debt payments and entries need to be rev iewed by a knowledgeable fi nance person on an 
ongoi ng monthly bas is. Addi tional tra in ing of fi nance staff in long-term debt accounting should be 
co nsidered. 

Response: 

All debt payments will be rev iewed by a kn owledgeable person in fin ance on an ongo ing monthly 
bas is. Discuss ions have taken place to assure proper recording in th e fu ture. 
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