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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 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.

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 analysis 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
fairly 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

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

e 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 o B
nd analysis (thi ion ic fi i i ] I
and analysis (t lis section) the basic financial statements, and required o mese L e
supplementary information. ‘D”M‘"‘““am ' Financial | Suppiementary |
} and i | Statements |  information
The basic financial statements include two kinds of statements that Analyscs I | \

present different views of the Authority: C L S

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

i

in more detail than the government-wide statements.

overall financial status. S S SR
| ’ | | o ;
The remaining statements are fund financial statements that focus on |\ rmcar || sl || wde |
individual parts of the government, reporting the Authority’s operations ' ‘\ Fimancial
| ! | Statements |

N

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

. Summary @ Detail
future spending.

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
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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.

e 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:

e Some funds are required 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:

e 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.
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SELMA PUBLIC FINA! __ AUTHORITY
Statement of Net Assets
June 30, 2012

Assets
Cash and investments
Cash with fiscal agent
Assessments receivable
Notes receivable

Total assets

.iabilities
Accounts payable
Noncurrent liabilities:
Due within one year
Due in more than one year

Total liabilities
Vet Assets
Restricted for:
Debt service

Unrestricted

Total net assets

The accompanying notes are an integral part of these tinancial statements

5

Governmental

Activitiec

§ 94463
549,582
3,759,000
1.090.000

5,493,045

3.163

355,000
4.595.000

4.953.163

640,882
(101,000)
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SELMA PUBLIC FINANCE AUTHOR. . ¥
Statement of Activities
For the Year Ended June 30, 2012

Net (Expense)
Revenue and Changes
in Net Assets
Functions/Prograr-- Expenses Governmental Activities

Expenditures

Interest and fiscal charges $330.723 $(330,723)
Total expenditures 330,723 (CEI
Total governmental activities $330,723 $(330,723)
General revenues:

Other revenue 24,440

Interest payments 27,178

Transfers (net) 292375

Total general revenues and transfers 343,993

Changes in net assets 13.270

Net assets - beginning 541,313

Prior period adjustment (14.701)

Net assets - ending $ 539,882

The accompanying notes are an integral part of these financial statements
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Revenues:
Interest
Miscellaneous revenue

Total revenues
Expenditures:
D service:
Principal
Interest and fiscal charges

Total expenditures

Excess {deficiency) of revenues
over (under) expenditures

Other financing sources:
C  ating transfers in

Total other financing sources

Excess of revenues and other
financing sources ovcr {under)

expenditures and other financing uses

- 12011
ents

30,2012

Statement of Revenues, Expenditures, and Changes in Fund Balance
Governmental Funds
For the Year Ended Junce 30, 2012

SELMA PUBLIC FINANCE AUTHORITY

PFA PFA PFA 2010
1994 Hotel 1999-A 2004 A-B Debt Other Total
Debt Debt Reassess Debt Service Governmental Governmental
Service Service Debt Service Service Funds Funds Funds
$ 176 S S 24822 $ $342 $1,838 $ 27.178
_ 24440 . o o o 24440
24,616 24,822 342 1.838 51,618
120,000 290,000 410,000
86.695 244 028 330,723
206,695 534,028 o 740,723
(182.079) (509,206) 342 1,838 (689.105)
120,150 542,205 662,375
120,150 542,205 662,375
(61,929) 33.019 342 1.838 (26.730)
203,261 440,699 38,141 200 12 682313
(14,701) - (14,701)
$ 141,332 $ $ 459,017 $38,141 $542 $1,850 $ 640,882

The accompanying notes are an integral part of these financial statements

9
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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 funds $(26.730)

Amounts reported for Governmental Activities in the Statement of Net Assets
are difterent because:

Receipt of notes receivable is revenue in the funds but is not
revenue in the Statement of Activities (370,000)

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

1108 AN

Changes in net assets of governmental activities - Statement of Activities $ 13,270

1 integral part of these financial statements
10
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{  .MA PUBLIC FINANCE ALl _ _IORI
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.

1.

t9

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:

o The organization is legally separate (can sue and be sued in its name)

* The Authority holds the corporate powers of the organization

o The Authority appoints a voting majority of the organization’s board

» The Authority is able to impose its will on the organization

o The organization has the potential to impose a financial benefit/burden on the Authority

o There is fiscal dependency by the organization on the Authority
o 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.

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.



C% Sampson, Sampson & Patterson, LIP - CERTIFED PUBLIC ACCOtnTANTS

SELMA PUBLIC FINANCE AUTHOR! _ _
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 reports 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 reported 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 property 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 trom 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. Investment 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 reported as expenditures in
governmental funds. Proceeds of general long-term debt and acquisitions under capital leases are
reported as other financing sources.
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SELMA PUBLIC FINANCE AUTHORITY
Notes to Financial Statements
June 30, 2012
(Continued)

When the Authority incurs an expenditure or expense for which both restricted and unrestricted
resources may be used, it is the Authority’s policy to use restricted resources first. then
unrestricted resources.

3. Financial Statement Amounts

Property Taxes

Taxes are payable in two installments on November | and March 1. They become delinquent on
December 10 and April 10 respectively. The lien date is January | of each year. Unsecured
property taxes are payable in one installment on or before August 31. The County of Fresno bills
and collects the taxes for the City.

On October 12, 1993, the Fresno County Board of Supervisors voted to adopt an alternate method
of property tax apportionment known as the Teeter Plan. The method applies to current secured
and supplemental, but not to unsecured. The basic concept of the Teeter Plan is that the County
will apportion taxing 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 installments. The first 50% was apportioned December 15, the
balance will be apportioned by April 15, and June 15 at 45% and 5% respectively.

Inventories and Prepaid [tems

Inventories on the balance sheet are stated at weighted average cost. Inventory items are recorded
as expenditures when they are consumed.

Certain payments to vendors reflect costs applicable to future accounting periods and are
recorded as prepaid items.

Receivable and Payable Balances

The Authority believes that sufficient detatl of receivable and payable balances is provided in the
financial statements to avoid the obscuring of significant components by aggregation. Therefore,
no disclosure is provided which disaggregates those balances.

There are no significant receivables which are not scheduled for collection within one year of
year end.

Fund Balances — Governmental Funds

FFund balances of the governmental funds are classified as follows:

Nonspendable Fund Bualunce — represents amounts that cannot be spent because they
are either not in spendable form (such as inventory or prepaid insurance) or legally
required to remain intact (such as notes receivable or principal of a permanent fund).
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tLMA PUBLIC FINANCE AUTHC TY
Notes to Financial Statements
June 30, 2012
(Continued)

Restricted Fund Balunce - represents amounts that are constrained by external parties.
constitutional provisions or enabling legislation.

Committed Fund Balance — represents amounts that can only be used for specific
purpose because of a formal action by the Authority’s Board of Trustees. Committed
amounts cannot be used for 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 Authority intends to use for a
specific purpose, but that do not meet the criteria to be classified as restricted or
committed. Intent may be stipulated by the Board of Trustees or by an official or
body to which the Board of Trustees delegates the Authority. Specific amounts that
are not restricted or committed in a special revenue, capital projects. debt service or
permanent fund are assigned for purposes in accordance with the nature of their fund
type or the fund’s primary purpose. Assignments within the general fund conveys that
the intended use of those amounts is for a specific purpose that is narrower than the
general purposes of the Authority itself.

Unassigned Fund Balance — represents amounts which are unconstrained in that they
may be spent for any purpose. Only the general fund reports a positive unassigned
fund balance. Other governmental funds might report a negative balance in this
classification because of overspending for specific purposes for which amounts had
been restricted, committed or assigned.

When an expenditure is incurred for a purpose for which both restricted and unrestricted fund
balance is available, the Authority considers restricted funds to have been spent first. When an
expenditure is incurred for which committed, assigned, or unassigned fund balances are available,
the Authority considers amounts to have been spent first out of committed funds, then assigned
funds, and finally unassigned funds.

The preparation of financial statements in conformity with GAAP requires the use of
management’s estimates.



% Sampson, Sampson & Patterson, LIP « Cirnren Pogiic Arcor NTants

£ __MA PUBLIC FINANCE AUTHOI1 (
Notes to Financial Statements
June 30, 2012
(Continued)

NOTE 2 - COMPLIANCE AND ACCOUNTABILITY

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 (FDIC) insurance.

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

Statement of net assets:

Cash and investments $ 94.463
Restricted cash and investments with fiscal agents 549,582
Total cash and investments $644,045

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

Deposits with financial institutions $ 94,463
Money market funds 141,332
Investment agreement 408.250

Total cash and investments catgnas

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 identitied certain provisions 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.
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SE1 A PUBLIC FINANCE AUTHORITY
Notes to Financial Statements
June 30, 2012
(Continued)

C. Investments with Fair Values Highly Sensitive to Interest Rate Fluctuations

The City has no investments (including investments held by bond trustees) that are highly
sensitive to interest-rate fluctuations (to a greater degree than already indicated in the information
provided 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 assignment of a rating by a nationally
recognized statistical rating organization. Presented below is the minimum rating required by
(where applicable) the California Government Code, the City's investment policy. or debt
agreements, and the actual rating as of fiscal vear end for each investment type.

Ratings as of Fiscal Year End

Minimum
Legal Not
Investment Type Amount Rating Rated AAAmM
Held by Bond Trustee:
Money Market Funds $141,332 AAm $ $141.332
Investment Agrecment 108.250 N/A 408.250
$549,582 $408,250 $141,332

E. Concentration of Credit Risk

The investment 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 California Government Code. There
were no investments in any one issuer that represented 5% or more of the total investments.

F. Custodial Credit Risk

Custodial Credit Risk for deposits is the risk that, in the event of the failure of a depository
financial institution, a government will not be able to recover its deposits, or will not be able to
recover collateral securities that are in the possession of an outside party. The Custodial Credit
Risk for investments is the risk that, in the event of the failure of the counterparty (example
broker-dealer) to a transaction, a government will not be able to recover the value of its
investment or collateral securities that are in the possession of another party. The California
Government Code and the City's investment policy do not contain legal or policy requirements
that would limit the exposure to Custodial Credit Risk for deposits or investments, other than the
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SELMA PUBLIC FINANCE AUTHORITY
Notes to Financial Statements
June 30, 2012
(Continued)

The funds typically used to liquidate other long-term liabilities in the past are as follows:

Debt Service Requirements

Debt service requirements on fong-term debt at June 30, 2012, are as follows:

Governmental Activities

Fiscal Year Principal Intarest Total
2013 $ 355.000 $ 207,805 $ 562.805
2014 365,000 290.770 655,770
2015 415.000 265,821 680.821
2016 385.000 237.445 622,445
2017 400.000 214,696 614,696

2018-2022 2,250,000 602,385 2,852,385

2023-2026 780.000 113,032 893.032
Totals $4,950,000 $1,931,954 $6.,881,954

Bonds Payable

Interest Amount
Rate Original Outstanding Outstanding
Description Payable [ssue June 30. 2011 Issucd Retired June 30,2012
1994 404-7.25% $1.814,000 $1.185,000 $ $120.000 $1.065.000
1999-A +4.5%-5.85% 8.165.000 1.175.000 290.000 3.885.000

$5,360,000 S $410,000 $4.930,000

1994 Revenue Bonds

On March 15, 1994, the Selma Public Finance Authority issued $1,814,000 of Revenue Bonds to
finance improvements for the City Hall of Selma 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 annually at various amounts. The principal
balance outstanding at June 30, 2012 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 annually 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 local obligations. The bond proceeds were used to
refund certain outstanding Authority obligations, for funding a reserve account for the bonds and
for paying the costs of issuance of the bonds. The principal balance outstanding at June 30, 2012
is $3,885.000.
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SELMA PUBLIC FINANCE AUTHORITY
Notes to Financial Statements
June 30, 2012
(Continued)

2010 Lease Revenue Refunding Bonds

On August 5, 2010 the Selma Public Finance Authority issued $4.125,000 of Lease Revenue
Bonds to provide funds to refinance a portion of the Authority’s outstanding 2001 Variable Rate
Demand Refunding Revenue Bonds. Series A. a portion of the Authority’s outstanding 2004
Series A Refunding Bonds, fund a reserve fund tor the Series 2010 Bonds and to pay the costs
incurred in connection with the cost of issuance.

The City has covenanted under the fease 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 listed as part of the Public Finance Authority Long-Term Debt.

All of the Authority’s obligations with respect to the Refunding Bonds (2001-A and 2004-A)

have been fully discharged upon the issuance of the Series 2010 Bonds.

NOTE 7 “OMMITMENT® *~™ CONTINGENCIES

Litigation

No reportable litigation was pending against the Authority at June 30, 2012.

NOTE 8 - SUBSEQUENT EVENTS

Subsequent events were evaluated through January 6, 2014, which is the date the financial statements
were available to be issued.

NOTE 9 — PRIORP""™"OD ADJUSTMENT

Certain errors resulting in an understatement of previously reported assets were discovered during the
current year. Accordingly, adjustments totaling $(14,701) were made for the following:

Cash with fiscal agent was overstated $(14,701)

A corresponding entry was made to decrease previously reported net assets by $(14.701).

(g
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January 6, 2014

Board of Directors
Selma Public Finance Authority
Selma, California

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AM™ DTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDTING STANDARDS

We have audited the financial statements of the Public Finance Authority of the City of Selma.
California (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 Selma’s basic financial statements and have issued our report
thereon dated January 6, 2014. 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.

Internal Control Over Financial Reporting

Management of the Authority is responsible for establishing and maintaining effective internal
control over financial reporting. In planning and performing our audit, we considered the Authority’s
internal control over financial reporting as a basis for designing our auditing procedures 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 Authority’s internal control over financial reporting. Accordingly, we do not express an
opinion on the effectiveness of the Authority's internal control over financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose described
in the preceding paragraph and was not designed to identify all deficiencies in internal control over financial
reporting that might be significant deficiencies or material weaknesses and therefore, there can be no
assurance that all deficiencies, significant deficiencies, or material weaknesses have been identified.
However, as described in the accompanying schedule of findings and questioned costs, we identified certain
deficiencies in internal control over financial reporting that we consider to be a material weakness.

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 narerial 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
Authority’s financial statements will not be prevented, or detected and corrected on a timely basis. We
consider the deficiency described in the accompanying schedule of findings and questioned costs to be a
material weakness. Item #2012-1.

[ ]
xS
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Selma Public Finance Authority
January 6, 2014

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Authority’s tinancial statements are
free of material misstatement, we performed tests of its compliance with certain provisions of laws.
regulations. contracts. and grant agreements, noncompliance with which could have a direct and material
effect on the determination of financial statement amounts. However. providing an opinion on
compliance with those provisions was not an objective of our audit and, accordingly, we do not express
such an opinton. The results of our tests disclosed no instances of noncompliance or other matters that
are required to be reported under Governmental Auditing Stundards.

The Authority’s response to the finding identified in our audit is described in the accompanying
schedule of findings and questioned costs. We did not audit the Authority’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 specified parties.

Soumpoon SW@M}Pamh/aP
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SELMA PUBLIC FINANCING AUTHORITY
Schedule of Findings and Questioned Costs
For The Year Ended June 30,2012

MATERIAL WEAKNESS

2012-1 LONG-TERM LIABILITIES

Condition:

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

Criteria:

Debt payments posted to wrong accounts is a deficiency in internal controls as it indicates a lack of
understanding of governmental accounting and a failure to reconcile debt payment accounts.

Eftect of Condition:

Due to all the positing errors. amounts in several funds were not correct. Expenses fo
payments were overstated in some funds and understated in others.

Cause of Condition:

Failure on the part of the finance staff to recognize erroneous postings and failure to revic
general fedger on an ongoing basis.

Recommendation:

All debt payments and entries need to be reviewed by a knowledgeable finance person
ongoing monthly basis. Additional training of finance staff in long-term debt accounting shot
considered.

Response:

All debt payments will be reviewed by a knowledgeable person in finance on an ongoing m«
basis. Discussions have taken place to assure proper recording in the future.



