PFA MEETING
Agenda Item No.:  12bii
PFA Mtg.: 11/13/2007

DATE: November 13, 2007
TO: Mayor and City Council Members
FROM: Finance Department

SUBJECT: RESOLUTION NO. 07-053-PFA - A" RESOLUTION ACCEPTING THE
FOLSOM PUBLIC FINANCING AUTHORITY’S AUDITED
COMPONENT UNIT FINANCIAL STATEMENTS FOR THE FISCAL
YEAR ENDED JUNE 30, 2007

BACKGROUND/ISSUE

Staff formally presents the Annual Financial Report for the Folsom Public Financing Authority
(Authority) for the fiscal year ended June 30, 2007. The Annual Financial Report is prepared in
accordance with accounting standards generally accepted in the United States of America.

The Authority received an unqualified or “clean” opinion from Gilbert Associates, Inc. An

unqualified opinion is one in which the auditor can state, without reservation, that the financial
statements are fairly presented in conformity with generally accepted accounting principles.

POLICY/RULE

Section 3.02.160 (f) of the Folsom Municipal Code states, "The annual audit and written
evaluation report shall be submitted to the City Council at a regular meeting, shall be open to
public inspection in the office of the City Clerk, and shall be acted on by the Finance Director as
appropriate and necessary to assure full compliance with generally accepted accounting
principles, the City Charter, state law, and this code."

ANALYSIS

e The assets of the Authority of Folsom exceeded its liabilities at the close of the fiscal year
2007 by $2,948,665 (net assets). Of this amount, $871,472 is unrestricted net assets which
may be used to meet the Authority’s ongoing obligations to citizens and creditors, and
$2,077,193 is restricted for debt service.

o The Authority’s total net assets decreased $59,149.
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e The Authority’s total long-term debt decreased by $3.3 million compared to the prior year
due to regularly scheduled principal payments and early redemptions of $445,000.

ATTACHMENTS

1) Resolution No. 07-053-PFA—A Resolution Accepting the Folsom Public Financing
Authority’s Audited Component Unit Financial Statements for the Fiscal Year Ended
June 30, 2007

2) The City of Folsom, California Folsom Public Financing Authority’s (A Debt Service
Fund) Audited Component Unit Basic Financial Statements for Fiscal Year Ended
June 30, 2007

RECOMMENDATION/CITY COUNCIL ACTION

Staff recommends that the Board of Directors adopt Resolution No. 07-053-PFA - A Resolution
Accepting the Folsom Public Financing Authority’s Audited Component Unit Financial
Statements for the Fiscal Year Ended June 30, 2007.

Submitted by:
Gene Albaugh )

Interim Finance Director
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RESOLUTION NO. 07-053-PFA

A RESOLUTION ACCEPTING THE FOLSOM PUBLIC FINANCING AUTHORITY’S
AUDITED COMPONENT UNIT FINANCIAL STATEMENTS FOR THE FISCAL YEAR
ENDED JUNE 30, 2007

WHEREAS, Section 3.02.160 of the Folsom Municipal Code requires that the financial
records of the City be audited each fiscal year; and

WHEREAS, this audit for the Fiscal Year 2006-2007 for the Folsom Public Financing
Authority’s financial records was completed by the Certified Public Accounting firm of Gilbert
Associates, Inc. with an “unqualified” opinion; and

WHEREAS, Gilbert Associates, Inc. stated that the financial statements for the Folsom
Public Financing Authority present fairly, in all material respects, the financial position as of
June 30, 2007, and the results of its operations for the year then ended in conformity with
accounting principles generally accepted in the United States of America; and

WHEREAS, Gilbert and Associates, Inc. did not find any instances of non-compliance
that are required to be reported under the Government Auditing Standards and did not find any
matters involving internal control that they would consider to be material weaknesses.

NOW, THEREFORE, BE IT RESOLVED by the Folsom Public Financing Authority
of the City of Folsom that the Audited Component Unit Financial Statements for the Fiscal Year
ended June 30, 2007, be accepted and filed with the City Clerk.

PASSED AND ADOPTED this 13" day of November 2007, by the following roll call vote:
AYES: Board Members:
NOES: Board Members:
ABSENT: Board Members:

ABSTAIN: Board Members:

Andrew Morin, CHAIR

ATTEST:

Christa Schmidt, SECRETARY
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CITY OF FOLSOM, CALIFORNIA

FOLSOM PUBLIC FINANCING AUTHORITY
(A DEBT SERVICE FUND)

AUDITED COMPONENT UNIT
BASIC FINANCIAL STATEMENTS

FISCAL YEAR ENDING JUNE 30, 2007
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Gilbert Associates, Inc.
CPAs and Advisors

INDEPENDENT AUDITOR’S REPORT
ON COMPONENT UNIT FINANCIAL STATEMENTS

Honorable Mayor, City Manager and
Members of the Folsom Public Financing
Authority of the City of Folsom

Folsom, California

We have audited the accompanying governmental activities and each major fund of the Folsom Public
Financing Authority (the Authority), a component unit of the City of Folsom, California, as of and for the
year ended June 30, 2007, as listed in the table of contents. These financial statements are the responsibility
of the Authority’s management. Our responsibility is to express opinions on this component unit’s 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 of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and 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.

As discussed in Note 1, the financial statements present only the Folsom Public Financing Authority of the
City of Folsom (a Debt Service Fund) and are not intended to present fairly the financial position and results
of operation of the City of Folsom, California, in conformity with accounting principles generally accepted in
the United States of America.

In our opinion, based on our audit, the component unit financial statements referred to above present fairly, in
all material respects, the respective financial position of the governmental activities and each major fund of
the Authority as of June 30, 2007, 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.

2880 Gateway Qaks Drive, Suite 100 * Sacramento, CA 956833
10T Parkshore Drive, Suite 100 * Folsom, CA 95630
Phone: 916.640.6464 * Fax: 916.929.6830 ¢ gilberrepacom
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Honorable Mayor, City Manager and
Members of the Folsom Public Financing
Authority of the City of Folsom

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as a
whole. Management’s Discussion and Analysis, as listed in the accompanying table of contents, is not a
required part of the basic financial statements but is supplementary information required by accounting
principles generally accepted in the United States of America. We have applied certain limited procedures,
which consisted principally of inquiries of management regarding methods of measurement and presentation
of the required supplementary information. However, we did not audit the information and express no
opinion on it.

I W Onaocdno | L.

GILBERT ASSOCIATES, INC

October 31, 2007
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CITY OF FOLSOM, CALIFORNIA

FOLSOM PUBLIC FINANCING AUTHORITY
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

As management of the City of Folsom Public Financing Authority (Authority), we offer readers of
the Authority’s financial statements this narrative overview and analysis of the financial activities
of the Authority for the fiscal year ended June 30, 2007.

FINANCIAL HIGHLIGHTS

The Authority’s annual financial report for the fiscal year ended June 30, 2007 includes
government-wide financial statements along with fund financial statements. The primary role of
the Statement of Net Assets and the Statement of Activities in the government-wide financial
statements is to demonstrate operational accountability, while the primary role of the fund
financial statements is to demonstrate fiscal accountability. Operational accountability requires
that a government demonstrate the extent to which it has met its operating objective efficiently
and effectively, using all resources available for that purpose, and whether it can continue to do
so. Fiscal accountability requires that a government demonstrate compliance with public
decisions concerning the raising and spending of public monies in the short-term (usually one
budgetary cycle or one year). The following are some key financial highlights for the fiscal year:

e The assets of the Authority of Folsom exceeded its liabilities at the close of the fiscal year
2007 by $2,948,665 (net assets). Of this amount, $871,472 is unrestricted net assets which
may be used to meet the Authority’s ongoing obligations to citizens and creditors, and
$2,077,193 is restricted for debt service.

e The Authority’s total net assets decreased $59,149.

e The Authority’s total long-term debt decreased by $3.3 million compared to the prior year
due to regularly scheduled principal payments and early redemptions of $445,000.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the Authority’s basic
financial statements. The Authority's basic financial statements are comprised of two
components: 1) Government-wide financial statements, which includes fund financial
statements, and 2) Notes to the financial statements. These two sets of financial statements
provide two different views of the Authority’s financial activities and financial position, long and
short-term views.

The Government-wide Financial Statements are designed to provide readers with a broad
overview of the Authority’s finances, in a manner similar to a private-sector business.

The Statement of Net Assets presents information on all Authority assets and liabilities, with the
difference between the two reported as net assets. Over time, increases or decreases in net
assets and liabilities may serve as a useful indicator of whether or not the financial position of
the Authority is improving or deteriorating.

The Statement of Activities shows the change in net assets for the year in detail, with an
emphasis on measuring the net revenues or expenses of each of the Authority’s programs.
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CITY OF FOLSOM, CALIFORNIA

FOLSOM PUBLIC FINANCING AUTHORITY
MANAGEMENT'’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

Fund Financial Statements are designed to report detailed information about groupings of
related accounts, which are used to maintain control over resources that have been segregated
for specific activities or objectives, and focus primarily on the short-term activities of the
Authority. The Authority, like other state and local governments, uses fund accounting to
ensure and demonstrate compliance with finance-related legal requirements.

Governmental Funds - Governmental funds are used to account for essentially the same
functions reported as governmental activities in the government-wide financial statements;
however, their focus is on near-term inflows and outflows of spendable resources, and the
balances of spendable resources available at the end of the fiscal year. Such information may
be useful in evaluating a government’s near-term financing requirements. The governmental
fund financial statements provide detailed information about each of the Authority’s funds.

Notes to the Financial Statements

The notes provide additional information that is essential to a full understanding of the data
provided in the government-wide and fund financial statements. The notes to the financial
statements can be found on pages 9-20 of this report.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

The Authority presents its financial statements under the reporting model required by the
Governmental Accounting Standards Board Statement No. 34 (GASB 34), Basic Financial
Statements -~ and Management’s Discussion and Analysis (MD&A) — for State and Local
Governments.

As previously noted, net assets may serve as a useful indicator of a government's financial
position. At the close of the current fiscal year, the Authority’s assets exceeded liabilities by
$2,948,665, a decrease of $59,149.

Folsom Public Financing Authority

Net Assets
2007 2006

Current assets $ 50,109,364 $ 52,555,542
Noncurrent assets 12,390,000 13,340,000

Total assets 62,499,364 65,895,542
Long-term liabilities outstanding 55,613,159 58,932,551
Other liabilities 4,037,540 3,955,177

Total liabilities 59,550,699 62,887,728
Net assets:
Restricted 2,077,193 1,966,654
Unrestricted 871,472 1,041,160

Total net assets $ 2,948,665 $ 3,007,814
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CITY OF FOLSOM, CALIFORNIA

FOLSOM PUBLIC FINANCING AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

The Authority’s total revenues and expenditures were $3,208,231 and $3,267,380, respectively,
for the fiscal year ending June 30, 2007. The majority of the revenues were intergovernmental
revenues.

Folsom Public Financing Authority
Changes in Net Assets

2007 2006
Revenues
General revenues:
Intergovernmental $ 3,034,158 $ 3,406,206
Investment 174,073 130,350
Total revenues 3,208,231 3,536,556
Expenses
Interest 3,171,343 3,280,291
Escrow agent and bond refinance
amortization 95,608 95,608
Transfers 429 73,840
Total expenses 3,267,380 3,449,739
Increase (decrease) in net assets (59,149) 86,817
Net assets, beginning of year 3,007,814 2,920,997
Net assets, end of year $ 2,948,665 $ 3,007,814

GOVERNMENTAL FUNDS FINANCIAL ANALYSIS

As previously noted, the Authority uses fund accounting to ensure and demonstrate compliance
with finance-related legal requirements.

The Authority’s governmental debt service fund provides information on near-term inflows,
outflows and balances of spendable resources. Such information is useful in assessing the
Authority’s financing requirements. In particular, unreserved fund balance may serve as a
useful measure of a government's net resources available for spending at the end of the fiscal
year.

The unreserved fund balances as of June 30, 2007 and 2006 were $1,322,171 and $1,528,888
respectively. As of June 30, 2007, and 2006 the Authority’s governmental debt service fund
reported combined ending fund balance of $49,159,364 and $51,630,542 respectively, a
decrease of $2,471,178 in comparison with the prior fiscal year.

Revenues for governmental functions overall totaled $3,208,231 in fiscal year 2007, which
represents a decrease of $328,325 in comparison with the prior fiscal year. Expenditures and
other financing uses for governmental functions totaling $5,678,980, increased by $581,219
from the prior fiscal year, due to increased principal payments.

5

0000012




CITY OF FOLSOM, CALIFORNIA

FOLSOM PUBLIC FINANCING AUTHORITY
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

Debt Administration

As of June 30, 2007 the Authority had $59,795,000 of outstanding long-term debt related to
governmental activities, compared to $63,180,000 in the prior year.

The Authority’s debt service obligations include certificates of participation, revenue bonds, and
deferred amounts for issuance discounts.

Economic Factors

The effects of the housing sector downturn continued during Fiscal Year 2007. Job gains
slowed to a trickle in June as home sales and construction activity continued to slow.

Overall, the fallout from the housing slump and the sub-prime crisis weighed heavily on new
home construction in California during the first half of 2007. June was the slowest month for
home construction permitting since March 2000. The pace of new home permitting during the
first six months of 2007 was down nearly 32 percent from the same months of 2006. The
decline was spread across both the single and multi-family sectors. In Folsom, overall
residential building permits issued were down 43% for the fiscal year ending June 30, 2007, with
169 permits issued in the current year versus 298 permits issued in the previous Fiscal Year

Within California, employment has declined slightly and the unemployment rate has increased
from 4.9% to 5.2% compared to the same quarter last year. At 2.3%, Folsom’'s unemployment
rate remains significantly below national and state rates.

Requests for Information

This component unit financial report is designed to provide citizens, taxpayers, investors, and
creditors with a general overview of the Public Financing Authority of the City of Folsom’s
finances and to demonstrate the Authority’s accountability for the money it receives. If you have
questions about this report, or need additional financial information, contact the Authority of
Folsom Finance Department, 50 Natoma Street, Folsom, California 95630, (916) 355-7200 or
visit the Authority’s web site at www.folsom.ca.us.
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CITY OF FOLSOM, CALIFORNIA

PUBLIC FINANCING AUTHORITY
STATEMENT OF NET ASSETS AND GOVERNMENTAL FUND BALANCE SHEET
JUNE 30, 2007

Debt Statement
Service of Net
Fund Adjustments Assets
ASSETS:
CURRENT ASSETS:
Cash and cash equivalents $ 1,314,798 $ 1,314,798
Interest receivable 7,373 7,373
Investments held in trust 45,760,000 45,760,000
Restricted assets:
Cash with fiscal agents 2,077,193 2,077,193
Leases receivable from the City of Folsom, due within one year - 8 950,000 950,000
TOTAL CURRENT ASSETS 49,159,364 950,000 50,109,364
NONCURRENT ASSETS:
Leases receivable from the City of Folsom, due after one year - 12,390,000 12,390,000
TOTAL ASSETS $ 49159364 $ 13,340,000 62,499,364
LIABILITIES:
CURRENT LIABILITIES:
Interest payable $ - 3 967,540 967,540
Long-term debt, due within one year - 3,070,000 3,070,000
TOTAL CURRENT LIABILITIES - 4,037,540 4,037,540
NONCURRENT LIABILITIES:
Long-term debt, due after one year, net of loss on
refunding and bond costs of $1,211,841 - 55,513,159 55,513,159
TOTAL LIABILITIES - 59,550,699 59,550,699
FUND BALANCES /NET ASSETS:
Fund balances:
Reserved for debt service 2,077,193 (2,077,193) -
Reserved for investments held in trust for debt service 45,760,000 (45,760,000) -
Unreserved:
Designated for debt service 1,322,171 (1,322,171) -
TOTAL FUND BALANCES 49,159,364 (49,159,364) -
TOTAL LIABILITIES AND FUND BALANCES $ 49,159,364 $ 10,391,335 59,550,699
Net assets:
Restricted for debt service 2,077,193 2,077,193
Unrestricted 871,472 871,472
TOTAL NET ASSETS $ 2948665 § 2,948,665
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The notes to the basic financial statements are an integral part of this statement.
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