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November 30, 2015

Board of Directors
Selma Public Finance Authority
Selma, California

INDEPENDENT AUDITOR’S REPORT

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, 2015, which collectively comprise the Authority’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 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. 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 risk 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
authority’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 authority’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.

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, 2015, 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.
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Selma Public Finance Authority
November 30, 2015

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis on pages 3 and 4 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 Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
November 30, 2015 on our consideration of the Selma Public Finance Authority’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
Selma Public Finance Authority’s control over financial reporting and compliance.



SELMA PUBLIC FINANCE AUTHORITY

Managements’ Discussion and Analysis
JUNE 30, 2015

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,
2015. Please read in conjunction with the Authority’s financial statements, which follow this section.
FINANCIAL HIGHLIGHTS

o The Authority’s total assets are $2,208,523. The Authority’s liabilities are $1,840,000.

e During the year the Authority’s total revenues and net transfers were $(18,039). Total expenses are $93,815.

OVERVIEW OF THE FINANCIAL STATEMENT

This annual report consists of three parts—management’s discussion i RN AR Y S Ear

and analysis (th'lS sectlop) the basic financial statements, and required » 5 e Required

supplementary information. Descusaion Financial | | Supplementary
and St its

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.

Government-Wide Fund Hotes
Flnancial Financlal to the
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 Summary < ——————"> Detail
services were financed in the short term as well as what remains for
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 A-1 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.



SELMA PUBLIC FINANCE AUTHORITY

Managements’ Discussion and Analysis
JUNE 30, 2015

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 liabilitiecs—are one way to measure the
Authority’s financial health or position:

e 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.

e 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 FINANCE AUTHORITY
Statement of Net Position
June 30, 2015

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

Total assets

Liabilities
Noncurrent liabilities:
Due within one year
Due in more than one year

Total liabilities
Net Position
Restricted for:
Debt service

Unassigned

Total net position

The accompanying notes are an integral part of these financial statements

5

Governmental
Activities

§ 145,131
150,351
1,028,041
885,000

2,208,523

185,000
1,655,000

1,840,000

295,482

73,041

$ 368,523
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SELMA PUBLIC FINANCE AUTHORITY
Statement of Activities
For the Year Ended June 30,2015

Net (Expense)
Revenue and Changes
in Net Position

Functions/Programs Expenses Governmental Activities
Expenditures
Interest and fiscal charges $93,280 $ (93,280)
Other 535 (535)
Total expenditures 93.815 (93.815)
Total governmental activities $93.815 $ (93.815)
General revenues:
Other revenue 12,204
Interest payments 5,291
Transfers (net) (35,534)
Total general revenues and transfers (18.039)
Changes in net position (111,854)
Net position - beginning 480,377
Net position - ending $ 368,523

The accompanying notes are an integral part of these financial statements
6
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SELMA PUBLIC FINANCE AUTHORITY
Balance Sheet - Governmental Funds

June 30, 2015
PFA 2014
1994 1999-A Assessment Total
Debt Reassess Bond Governmental
Service Debt Service Fund Funds
Assets
Cash and investments $ 86,736 $58,395 $ $145,131
Cash with fiscal agent 109,463 40,888 150,351
Total assets $196.199 $58.395 $40.888 $295.482
Liabilities
Accounts payable $ $ $ $
Total liabilities
Fund balance
Assigned, reported in:
Debt service 196,199 58,395 40,888 295,482
Total fund balances 196,199 58,395 40,888 295,482
Total liabilities and fund balances $196,199 $58.395 $40.888 $295.482

The accompanying notes are an integral part of these financial statements
7
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SELMA PUBLIC FINANCE AUTHORITY
Reconciliation of the Government Fund Balance Sheet
to the Statement of Net Position
June 30, 2015

Total fund balance — governmental fund balance sheet § 295,482

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

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

reported in the funds (1,840,000)
Other long-term assets are not available to pay for current period expenditures
and are deferred in the funds 1,913.041
Net position of governmental activities — Statement of Net Position $ 368.523

The accompanying notes are an integral part of these financial statements
8
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SELMA PUBLIC FINANCE AUTHORITY
Statement of Revenues, Expenditures, and Changes in Fund Balance
Governmental Funds
For the Year Ended June 30, 2015

PFA 2014
1994 1999-A Assessment Total
Debt Reassess Bond Governmental
Service Debt Service Fund Funds
Revenues:

Interest $ 5,150 $ $ 141 $ 5,291

Miscellaneous revenue 12,204 12,204
Total revenues 5,150 12,204 141 17,495
Expenditures:

Debt service:

Principal 70,000 70,000
Interest and fiscal charges 71,899 21,381 93,280
Other 535 535
Total expenditures 141,899 535 21,381 163,815
Excess (deficiency) of revenues
over (under) expenditures (136,749) 11,669 (21,240) (146.,320)
Other financing sources:

Operating transfers in 141,899 21,381 163,280
Total other financing sources 141,899 21,381 163,280
Excess of revenues and other

financing sources over (under)

expenditures and other financing uses 5,150 11,669 141 16,960
Fund balances, July 1, 2014 191,049 46,726 40,747 278,522
Fund balances, June 30, 2015 196,199 $58,395 40,888 295,482

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, 2015

Net change in fund balance — total governmental funds $§ 16,960

Amounts reported for Governmental Activities in the Statement of Net Position
are different because:

Payments received on long-term receivables are reported
as revenues in the funds statements but reduced the

receivables amount is the Statement of Net Position (128,814)

Receipt of notes receivable is revenue in the funds but is not
revenue in the Statement of Activities (70,000)

Payment of bond principal is an expenditure in the funds but is

not an expense in the Statement of Activities 70,000
Changes in net position of governmental activities — Statement of Activities $(111,854)

The accompanying notes are an integral part of these financial statements
10
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SELMA PUBLIC FINANCE AUTHORITY
Notes to Financial Statements
June 30, 2015

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.

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.

Basis of Presentation, Basis of Accounting

Basis of Presentation

Government-wide Statements: The statement of net position 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, 2015
(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 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. 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.

12
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SELMA PUBLIC FINANCE AUTHORITY
Notes to Financial Statements
June 30, 2015
(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

Fund Balances — Governmental Funds

Fund balances of the governmental funds are classified as follows:

Nonspendable Fund Balance — 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).

Restricted Fund Balance — 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.

13
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SELMA PUBLIC FINANCE AUTHORITY
Notes to Financial Statements
June 30, 2015
(Continued)

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,

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, 2015 are classified in the accompanying financial statements as
follows:

Statement of net position:

Cash and investments $145,131
Restricted cash and investments with fiscal agents 150,351
Total cash and investments $295.482

14
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SELMA PUBLIC FINANCE AUTHORITY
Notes to Financial Statements
June 30, 2015
(Continued)

Cash and investments as of June 30, 2015 consists of the following:

Deposits with financial institutions $145,131
Money market funds 150,351
Total cash and investments $295,482

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 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.

Maximum Maximum
Maximum Percentage Investment
Authorized Investment Type Maturity of Portfolio in One Issuer
Local Agency Investment Fund (State Pool) N/A None $50 million
U.S. Treasury Obligations N/A None None
U.S. Government Agency Issues N/A None None
Insured Passbook on Demand Deposits with
Banks and Savings and Loans N/A None $250,000
Certificates of Deposit 1 year None $250,000
Bankers Acceptances N/A None None
Commercial Paper N/A None None
Mutual Funds (must be comprised of eligible
securities permitted under this policy) N/A None None
Money Market Funds (must be comprised of
eligible securities permitted under this policy N/A 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.

15
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SELMA PUBLIC FINANCE AUTHORITY
Notes to Financial Statements
June 30,2015
(Continued)

B. Disclosures Relating to Interest Rate Risk

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:

12 Months
Investment Type Fair Value or Less
Held by Bond Trustee:
Money Market Funds $150,351 $150,351

$150,351 $150,351
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 year end for each investment type.

Ratings as of Fiscal Year End

Minimum
Legal Not
Investment Type Amount Rating Rated AAAm
Held by Bond Trustee:
Money Market Funds $150,351 AAm $ $150,351
$150,351 $ 150,351

16
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SELMA PUBLIC FINANCE AUTHORITY
Notes to Financial Statements
June 30, 2015
(Continued)

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
following provision for deposits: The local governmental units by pledging securities in an
undivided collateral pool held by a depository regulated under state laws (unless 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. California law also allows
financial 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, 2015, 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, 2015, no investments were held by the same broker dealer (counterparty) 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, 2015:

City of Selma:
Assessment District No. 1991-2 Improvement Bonds - Highland § 441,311
Assessment District No. 1992-1 Improvement Bonds — Dancer 11 133,203
Assessment District No. 1992-1 Supplemental Improvement Bonds — Dancer 111 122,352
Assessment District No. 1993-1 Improvement Bonds — Vineyards 237,241
Assessment District No. 1991-2 Supplemental Improvement Bonds — Watermain 80,809
Assessment District No. 1997-1 - Theater 13,125

1,028,041

17
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SELMA PUBLIC FINANCE AUTHORITY

Notes to Financial Statements
June 30, 2015
(Continued)

NOTE S — NOTES RECEIVABLE

City of Selma Successor Agency:
Housing Loan Agreement

City of Selma:
City Hall Lease Financing - 1994

Future Commitments to the Authority are as follows:

Year Ending

June 30,

2016 § 286,050

2017 286,313

2018 271,231

2019 256,626

2020 269,375

2021-2024 969,996

2,339,591
Less: Amount representing interest (426.550)
$1.913.041

NOTE 6 — LONG-TERM OBLIGATIONS

Long-Term Obligations

$ 410,000

475,000

885.000

Long-term obligations include debt and other long-term liabilities. Changes in long-term obligations

for the year ended June 30, 2015, are as follows:

Amounts
Beginning Ending Due Within
Balance Increases Decreases Balance One Year
Governmental activities:
Revenue bonds $1.910,000 $ $70,000 $1.840.000 $185.000
Total governmental activities $1,910,000 3 $70,000 $1,840,000 $185.000

18
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SELMA PUBLIC FINANCE AUTHORITY
Notes to Financial Statements
June 30, 2015
(Continued)

The funds typically 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, 2015, are as follows:

Governmental Activities

Fiscal Year Principal Interest Total
2016 $ 185,000 $101,050 $ 286,050
2017 195,000 91,313 286,313
2018 190,000 81,231 271,231
2019 195,000 61,626 256,626
2020 210,000 59,375 269,375
2021-2024 865,000 104.996 969,996
Totals $1,840,000 $499,591 $2,339,591
Bonds Payable
Interest Amount
Rate Original Outstanding Outstanding
Description Payable Issue June 30, 2014 Issued Retired June 30, 2015
1994 4% -7.25% $11,570,000 $ 955,000 $ $70,000 $ 885,000
2014 3.250% 955,000 955,000 955.000
$1.910.000 i $70.000 $1.840.000
1994 Revenue Bonds

On March 15, 1994, the Selma Public Finance Authority issued $11,570,000 of Revenue Bonds
to finance improvements for the City Hall of Selma, refunding of the City of Mt. Shasta
Assessment District No. 1989-1 Bond and other local agency obligations. 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, 2015 is $885,000.

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 for the Series 2010 Bonds and to pay the costs
incurred in connection with the cost of issuance.
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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 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.

2014 Assessment Revenue Refunding Bonds

On June 1, 2014, the Selma Public Financing Authority issued $955,000 Series 2014 Assessment
Revenue Refunding Bonds bearing interest of 3.250% payable semi-annually on September 2™
and March 2™, commencing September 2, 2014. The bonds mature annually at various amounts
through September 2, 2022. The bonds are payable from revenues and all other moneys on
deposit in any fund or account pursuant to this indenture. The principal balance outstanding at
June 30, 2015 is $955,000.

The Bonds were issued to refinance the Authority’s previously issued Series 1999A Assessment
Revenue Bonds in the principal amount of $8,165,000 of which $955,000 remained outstanding
at June 1, 2015. As a result the Series 1999A Assessment Revenue Bonds are considered
defeased and the liability for this issue has been removed from the Long-Term Liabilities of the
Governmental Activities Debt.

The aggregate debt service payments of the new debt are $125,000 less than the old debt. The

issuance of the new debt resulted in an economic gain (the difference between the present value
of the old debt and new debt payments of approximately $152,000).

NOTE 7 - COMMITMENTS AND CONTINGENCIES

Litigation

No reportable litigation was pending against the Authority at June 30, 2015.

NOTE 8 — SUBSEQUENT EVENTS

Subsequent events were evaluated through November 30, 2015, which is the date the financial
statements were available to be issued.
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November 30, 2015

Board of Directors
Selma Public Finance Authority
Selma, California

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED
ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDTING STANDARDS

We have audited, in accordance with the auditing standards generally accepted in the United States
of America and the standards applicable to financial audits in Government Auditing Standards, issued by the
Comptroller General of the United States, the financial statements of the governmental activities, each major
fund, and the aggregate remaining fund information of the Selma Public Finance Authority, as of and for the
year ended June 30, 2015, and the related notes to the financial statements, which collectively comprise the
Selma Public Finance Authority’s basic financial statements and have issued our report thereon dated
November 30, 2015.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Selma Public
Finance Authority’s internal control over financial reporting (internal control) to determine the audit
procedures that are appropriate in the circumstances for the purpose of expressing our opinions on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness of the Selma
Public Finance Authority’s internal control. Accordingly, we do not express an opinion on the effectiveness
of the Selma Public Finance Authority’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or detect
and correct misstatements on a timely basis. A material weakness is a deficiency, or a combination of
deficiencies, in internal control such that there is a reasonable possibility that a material misstatement of the
Authority’s financial statements will not be prevented, or detected and corrected on a timely basis. A
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe
than a material weakness, yet important enough to merit attention by those charged with.

Our consideration of internal control was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or, significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified.
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Selma Public Finance Authority
November 30, 2015

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Authority’s financial 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 opinion. The results of our tests disclosed no instances of noncompliance or other matters that
are required to be reported under Governmental Auditing Standards.

Purpose of this Report

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