Patterson Public

Financing Authority
(A Component Unit of the City of Patterson)

Patterson, California

Basic Financial Statements
and Independent Auditor’s Reports

For the Year Ended June 30, 2025

THE
PUN GROUP

ACCOUNTANTS & ADVISORS







Patterson Public Financing Authority
(A Component Unit of the City of Patterson)
Basic Financial Statements
For the Year Ended June 30, 2025

Table of Contents
Page
FINANCIAL SECTION
Independent Auditor’s Report on Financial Statements ..................cocoiiiiiiiiiiiiiiii e 1
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 Auditing Standards ..........................cc.ccoccooviiiiiiniiniiniiniiiiiincen, 5
Basic Financial Statements:
Government-Wide Financial Statements:
Statement OF NGt POSITION ........ooiiiiiiii ettt e ettt e e ettt e e e etae e e eetaeeeeeateseeearesaeensreeeeaees 11
StAtEMENT OF ACHIVITIES ..eeuviiiiiiieiie et e ettt ettt ettt e et e et e e e teeeeteeeeteeeebeeeetseeeaseeeseeensseesaseseseeeasseesreeenns 12
Fund Financial Statements:
Governmental Fund Financial Statements:
BalanCe SHEEL .......ooiiiieiiieeeeeeee e et ettt et e e e ae e e tb e e e te e e teeeeteeetee e tteeereeearas 17
Reconciliation of the Governmental Funds Balance Sheet
to the Government-Wide Statement of Net POSIION.........c...covuiiiiiiiiiiieiecceee e 18
Statement of Revenues, Expenditures, and Changes in Fund Balances ............ccccocvevevvviinciinniieneenienieene, 19
Reconciliation of the Governmental Funds Statement of Revenues,
Expenditures, and Changes in Fund Balances to the Government-Wide
Statement of Activities and Changes in Net POSItION ........ccevevieiiieriienieriesiecre et sene v e 20
Notes to the Basic Financial Statements ....................ocooiiiiiiiiii ettt eeeta e e e eeevreeeeens 25
Required Supplementary Information (Unaudited):
Budgetary INTOrMAtION .......ccviiiiiiiiiicciiecieeie sttt ettt e st estaestbeesbeesbeesbe e taesssesssessseasseesseesseesssesssenssenns 37

Budgetary Comparison Schedules:
PPFA 2013 Heartland Ranch Revenue Bonds...........ccccoiiiiiiiiiiicniierieciecieete et sne e esneens 38
PPFA 2023 AUthOTity BONAS ....c.vieiieiieiieciecieeieeteeesee sttt ettt st s se e sa e saessaesseesnnesnnenns 39



This page intentionally left blank.



THE
P PUN GROUP

ACCOUNTANTS & ADVISORS

2121 North California Bivd., Suite 290
Walnut Creek, California 94596
WwWWw.pungroup.cpa

Independent Auditor’s Report

To the Board of Directors
of the Patterson Public Financing Authority
Patterson, California

Report on the Audit of the Financial Statements
Opinions

We have audited the accompanying financial statements of the governmental activities and each major fund of the
Patterson Public Financing Authority (the “Authority”), a component unit of the City of Patterson, California (the
“City”), as of and for the year ended June 30, 2025, and the related notes to the financial statements, which collectively
comprise the Authority’s basic financial statements as listed in the table of contents.

In our opinion, the 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, 2025, and the respective
changes in financial position thereof for the year then ended in accordance with accounting principles generally accepted
in the United States of America.

Basis for Opinions

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. Our responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be independent of
the City, and to meet our other ethical responsibilities, in accordance with the relevant ethical requirements relating to
our audit. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinions.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance with
accounting principles generally accepted in the United States of America, and for 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.

In preparing the financial statements, management is required to evaluate whether there are conditions or events,
considered in the aggregate, that raise substantial doubt about the Authority’s ability to continue as a going concern for
twelve months beyond the financial statement date, including any currently known information that may raise
substantial doubt shortly thereafter.
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To the Board of Directors

of the Patterson Public Financing Authority
Patterson, California
Page 2

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an Auditor’s report that includes our opinions.
Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a guarantee that an
audit conducted in accordance with auditing standards generally accepted in the United States of America and
Government Auditing Standards will always detect a material misstatement when it exists. The risk of not detecting a
material misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control. Misstatements are considered
material if there is a substantial likelihood that, individually or in the aggregate, they would influence the judgment
made by a reasonable user based on the financial statements.

In performing an audit in accordance with auditing standards generally accepted in the United States of America and
Government Auditing Standards, we

e cxercise professional judgment and maintain professional skepticism throughout the audit.

e identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error,
and design and perform audit procedures responsive to those risks. Such procedures include examining, on a
test basis, evidence regarding the amounts and disclosures in the financial statements.

e obtain an understanding of internal control relevant to the audit 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, no such opinion is expressed.

e cvaluate the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluate the overall presentation of the financial statements.

e conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about the Authority’s ability to continue as a going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit, significant audit findings, and certain internal control-related matters that we identified during
the audit.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Budgetary Comparison
Schedules, as listed in the accompanying 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.
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Management has omitted the management’s discussion and analysis that accounting principles generally accepted in
the United States of America require to be presented to supplement the basic financial statements. Such missing
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. Our opinion on the basic financial statements is not affected
by this missing information.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated February 20, 2026, on our
consideration of the 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 solely
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 the effectiveness of the Authority’s internal control over financial reporting or
on compliance. That report is an integral part of an audit performed in accordance with Government Auditing Standards
in considering the Authority’s internal control over financial reporting and compliance.

Te ot G0+ T

Walnut Creek, California
February 20, 2026
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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 AUDITING STANDARDS

Independent Auditor’s Report

To the Board of Directors
of the Patterson Public Financing Authority
Patterson, California

We have audited, in accordance with the 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, the financial statements of the governmental activities and each major fund of the Patterson Public
Financing Authority (the “Authority”’), a component unit of the City of Patterson, California (the “City”), as of and for
the year ended June 30, 2025, and the related notes to the financial statements, which collectively comprise Authority’s
basic financial statements, as listed in the table of contents, and have issued our report thereon February 20, 2026.

Report on Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Authority’s internal control over
financial reporting (“internal control”) as a basis for designing audit procedures that are appropriate in the circumstances
for the purpose of expressing our opinions on the financial statement, but not for the purpose of expressing an opinion
on the effectiveness of the Authority’s internal control. Accordingly, we do not express an opinion on the effectiveness
of the 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 governance.

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 or significant deficiencies may exist that were not identified.
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Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Authority’s financial statements are free from 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 financial statements. 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 Government 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.

W@M P

Walnut Creek, California
February 20, 2026
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Patterson Public Financing Authority
(A Component Unit of the City of Patterson)

Statement of Net Position
June 30, 2025

ASSETS
Current assets:
Cash and investments
Interest receivable
Prepaid items

Total current assets

Noncurrent assets:
Restricted cash and investments
Investments held in trust

Total noncurrent assets

Total assets

LIABILITIES

Current liabilities:
Accrued interest payable
Due within one year:

Long-term debt

Total current liabilities

Noncurrent liabilities:
Due in more than one year:
Long-term debt

Total noncurrent liabilities
Total liabilities

NET POSITION

Unrestricted
Total net position

See accompanying Notes to the Basic Financial Statements.
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Governmental
Activities

1,340,324
4,685
220,364

1,565,373

5,797,713

53,519,772

59,317,485

60,882,858

877,720

2,679,557
3,557,277

56,323,114

56,323,114

59,880,391

1,002,467
1,002,467



Patterson Public Financing Authority
(A Component Unit of the City of Patterson)

Statement of Activities
For the Year Ended June 30, 2025

Functions/Programs

Governmental activities:
Interest and fiscal charges

Total governmental activities

Total primary government

General revenues and contributions:
Intergovernmental revenue
Investment earnings

Capital contributions to the City of Patterson

Total general revenues and contributions
Change in net position
Net Position (Deficit):

Beginning of year
End of year

See accompanying Notes to the Basic Financial Statements.
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Net (Expense)
Revenue and
Changes in
Net Position
Governmental

Expenses Activities

$ 2507284 $  (2,507,284)

2,507,284 (2,507,284)

$ 2,507,284 (2,507,284)

1,368,366
3,337,586
(284,353)

4,421,599

1,914,315

(911,848)
S 1002467
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GOVERNMENTAL FUND FINANCIAL STATEMENTS
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Patterson Public Financing Authority
(A Component Unit of the City of Patterson)
Balance Sheet
Governmental Funds

June 30, 2025
PPFA 2013 PPFA Total
Heartland Ranch 2023 Authority Governmental
Revenue Bonds Bonds Funds
ASSETS
Cash and investments $ 539,509 $ 800,815 1,340,324
Restricted cash and investments - 5,797,713 5,797,713
Investments held in trust 622,556 52,897,216 53,519,772
Interest receivable 4,523 162 4,685
Prepaid items - 220,364 220,364
Due from other funds - 191,316 191,316
Total assets $ 1,166,588 $ 59,907,586 61,074,174
LIABILITIES AND FUND BALANCES
LIABILITIES:
Due to other funds $ 191,316 $ - 191,316
Total liabilities 191,316 - 191,316
FUND BALANCES
Nonspendable - 220,364 220,364
Restricted for debt service 975,272 59,687,222 60,662,494
Total fund balances 975,272 59,907,586 60,882,858
Total liabilities and fund balances $ 1,166,588 $ 59,907,586 61,074,174

See accompanying Notes to the Basic Financial Statements.
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Patterson Public Financing Authority
(A Component Unit of the City of Patterson)
Reconciliation of the Governmental Funds
Balance Sheet to the Government-Wide Statement of Net Position
June 30, 2025

Total fund balances of governmental funds $ 60,882,858
Amounts reported for governmental activities in the Statement of Net Position are different because:

Interest payable on long-term debt does not require current financial resources. Therefore, interest payable is not reported
as a liability in the Governmental Funds Balance Sheet. (877,720)

Long-term liabilities are not due and payable in the current period and therefore are not reported in the Governmental
Funds Balance Sheet.
Long-term debt (59,002,671)

Net position (deficit) of governmental activities $ 1,002,467

See accompanying Notes to the Basic Financial Statements.
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Patterson Public Financing Authority
(A Component Unit of the City of Patterson)

Statement of Revenues, Expenditures, and Changes in Fund Balances

Governmental Funds
For the Year Ended June 30, 2025

REVENUES:
Intergovernmental revenue
Interest

Total revenues

EXPENDITURES:
Current:

General government
Debt service:

Principal

Interest and fiscal charges

Total expenditures

REVENUES OVER (UNDER)
EXPENDITURES

OTHER FINANCING SOURCES (USES):
Capital contributions to the City of Patterson

Total financing sources (uses)
Net change in fund balances

FUND BALANCES:
Beginning of year

End of year

PPFA 2013 PPFA Total
Heartland Ranch 2023 Authority Governmental
Revenue Bonds Bonds Funds
$ 302,489 $ 1,065,877 $ 1,368,366
69,416 3,268,170 3,337,586
371,905 4,334,047 4,705,952
- 27,062 27,062
530,559 1,918,216 2,448,775
74,721 2,665,750 2,740,471
605,280 4,611,028 5,216,308
(233,375) (276,981) (510,356)
- (284,353) (284,353)
- (284,353) (284,353)
(233,375) (561,334) (794,709)
1,208,647 60,468,920 61,677,567
$ 975,272 $ 59,907,586 $ 60,882,858

See accompanying Notes to the Basic Financial Statements.
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Patterson Public Financing Authority
(A Component Unit of the City of Patterson)
Reconciliation of the Governmental Funds Statement of Revenues, Expenditures, and Changes
in Fund Balances to the Government-Wide Statement of Activities and Changes in Net Position
For the Year Ended June 30, 2025

Net change in fund balances - total governmental funds: $ (794,709)
Amounts reported for governmental activities in the Statement of Activities are different because:

Repayment of long-term liabilities was an expenditures in governmental funds, but the repayment reduced long-term

liabilities in the Government-Wide Statement of Net Position
Principal payment of long-term debt 2,448,775
Amortization of bond premium 220,595

Interest expenses on long-term debt was reported in the Government-Wide Statement of Activities, but it did not require
the use of current financial resources. This amount represented the changes in accrued interest from prior year 39,654

Change in net position of governmental activities $ 1,914,315

See accompanying Notes to the Basic Financial Statements.
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Patterson Public Financing Authority
(A Component Unit of the City of Patterson)
Index to the Notes to the Basic Financial Statements
For the Year Ended June 30, 2025

Note 1 — Summary of Significant Accounting Policies

TOmmoawe

Financial Reporting ENtity .......c.ccoiieriiiiiiiiiiicieetccte et siee st sre e sve e este e teesaaestaesssessseessesssesssaesseesseenens
Basis of Accounting and Measurement FOCUS..........ccviviirierieriieniecie ettt sre e es
Cash and INVESTMENTS .....oovueieiiiiieiiieeeeiee ettt e e e e e ettt e e e e e e s aaaeeeeessesssaaaseeeeesssssnsnaseeeeeessasnnarareeeess
Restricted Cash and INVESTIMENTS ..........cocvviiiiiiiieiiiiee et e e eeeeetre e e e et e e s et e e s seaareessssareesenreessenneeas
|0 0Tl 40 B D 1S o PP
INEE POSITION ...vveeiiiiiiieeieeee ettt ettt e e e e e et ettt eeeeseeaaateeeeeeessaansaaaeeeeesssssnsasaeeesssesnasseneeeesssnnnnnnes
FUNA BALANCES ...ttt e e e e e ettt e e e e s ee et aeeeeeessessaaeeeeeeesesssstareeeeeesssnnrenes
TUSE OF ESEIMIALES ...ooeeeeeeeieiee ettt et e et e e e e e e e e e e eeeeeatareeeeeeeeeeaatareeeeeesenassreeeeeeeeannrnnnns

Note 2 — Cash and Investments .........eeeeeeeeeeeeeeeeeeeeeeeenenee.

A CaSH DIEPOSILS ..evieevieiiieiieitieiieste et et et esttesttesttesebeesseasseesseesaessaessaeasseasseesseesseenssessseanseense et eensaeesaenseennneans
Bl INVESTIMIENES ettt e ettt e e e e e e et e e e e e e et aa e e e e e e ettt e atttaa————————aaraaas
C. RISK DISCIOSUIES ...coooeiiiiiiiiiieeeeee

Note 3 — Interfund Transactions ............eeeeeeeeeeeeeeeeeeeeeeeseeeeeeeeeenes

A. Due From and T Other FUNAS ......ooooviiiiiiiiiiiiiieiiieieeeeeeeeeeeeeeeeeeeeeeeeeeeeee ettt ettt e e eeeeeeeeeeeeeeeeeeeseeaeseaseeaees

Note 4 — Capital Contributions to the City of Patterson

Note 5 — Long-Term Obligations

A, GOVEINIMENTAL ACTIVITIES ... e enenesenesenenenanennnennnnnnnnn

23

25

25
25
26
27
27
27
28
28

28
29
30
31
32
32
32

32



This page intentionally left blank.

24



Patterson Public Financing Authority
(A Component Unit of the City of Patterson)
Notes to the Basic Financial Statements
For the Year Ended June 30, 2025

Note 1 — Summary of Significant Accounting Policies

The basic financial statements of the Patterson Public Financing Authority (the “Authority” or “PPFA”), a component
unit of the City of Patterson, California (the “City”), have been prepared in conformity with accounting principles
generally accepted in the United States of America (“U.S. GAAP”) as applied to governmental agencies. The
Governmental Accounting Standards Board (“GASB”) is the accepted standard setting body for establishing
governmental accounting and financial reporting principles. The more significant of the Authority’s accounting
policies are described below.

A. Financial Reporting Entity

The Authority was formed in 2001 pursuant to a joint exercise of powers agreement between the City and the
former Redevelopment Agency of the City. The Authority is authorized to borrow money for the purpose of
financing the acquisition of bonds, notes, and other obligations of, or for the purpose of making loans to, public
entities, including the Authority and to provide financing for public capital improvements for lease to public
entities, including the Authority. The members of the City Council also sit as the Board of Directors of the
Authority.

B. Basis of Accounting and Measurement Focus

Fund Accounting

The accounts of the Authority are organized on the basis of funds, each of which is considered a separate
accounting entity. The operations of each fund are accounted for with a separate set of self-balancing accounts that
comprise its assets, liabilities, fund equity, revenues, and expenditures or expenses as appropriate. Government
resources are allocated to and accounted for in individual funds based upon the purpose for which they are to be
spent and the means by which spending activities are controlled.

Government—Wide Financial Statements

The Authority’s government-wide financial statements include a statement of net position and a statement of
activities. These statements present summaries of governmental activities for the Authority.

These financial statements are presented on an “economic resources” measurement focus and the accrual basis of
accounting. Accordingly, all of the Authority’s assets and liabilities, including capital assets, as well as
infrastructure assets, and long-term liabilities, are included in the accompanying statement of net position. The
statement of activities presents changes in net position. Under the accrual basis of accounting, revenues are
recognized in the period in which they are earned while expenses are recognized in the period in which the liability
is incurred.

Certain eliminations have been made in regards to interfund activities, payables and receivables. All internal
balances in the statement of net position have been eliminated. The following interfund activities have been

eliminated:

» Due from and to other funds
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Patterson Public Financing Authority
(A Component Unit of the City of Patterson)
Notes to the Basic Financial Statements (Continued)
For the Year Ended June 30, 2025

Note 1 — Summary of Significant Accounting Policies (Continued)
B. Basis of Accounting and Measurement Focus (Continued)

Governmental Fund Financial Statements

Governmental fund financial statements include a balance sheet and a statement of revenues, expenditures and
changes in fund balances for all major governmental funds. An accompanying schedule is presented to reconcile
and explain the differences in net position as presented in these statements to the net position presented in the
government-wide financial statements. The Authority has presented all major funds that met the applicable criteria.

All governmental funds are accounted for on a spending or “current financial resources” measurement focus and
the modified accrual basis of accounting. Accordingly, only current assets and current liabilities are included on
the balance sheet. The statement of revenues, expenditures and changes in fund balances present increases
(revenue and other financing sources) and decreases (expenditures and other financing uses) in fund balances.
Under the modified accrual basis of accounting, revenues are recognized in the accounting period in which they
become both measurable and available to finance expenditures of the current period.

The primary revenue sources, which have been treated as susceptible to accrual by the Authority is interest
income. Certain indirect costs are included in program expenses reported for individual functions and activities.
Expenditures are recorded in the accounting period in which the related fund liability is incurred.

The reconciliation of the fund financial statements to the government-wide financial statements is provided to
explain the differences.

Governmental funds of the Authority are outlined below:

PPFA 2013 Heartland Ranch Revenue Bonds — This debt service fund is used to account for the debt
service payments, investment income, and projects related to the 2013 Heartland Ranch Revenue Bonds
(“HR”)‘

PPFA 2023 Authority Bonds — This debt service fund is used to account for the debt service payments,
investment income, and projects related to the 2023 Authority Bonds.

C. Cash and Investments

The Authority’s cash and investments considered to be cash equivalents, consist of cash on hand, demand deposits,
and short-term investments with original maturity of three months or less from the date of acquisition. Cash and
cash equivalents are combined with investments and reported as cash and investments. The Authority's cash and
investments are held by the City in its pooled cash and investments, except for funds required to be held by fiscal
agents under the provisions of bond indentures.

Highly liquid market investments with maturities of one year or less at time of purchase are stated at amortized
cost. All other investments are stated at fair value. Market value is used as fair value for those securities for which
market quotations are readily available.

Interest income earned on pooled cash and investments is allocated on an accounting period basis to the various funds

based on the period-end cash and investment balances. Interest income from cash and investments with fiscal agents is
credited directly to the related fund.
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Patterson Public Financing Authority
(A Component Unit of the City of Patterson)
Notes to the Basic Financial Statements (Continued)
For the Year Ended June 30, 2025

Note 1 — Summary of Significant Accounting Policies (Continued)
C. Cash and Investments (Continued)

U.S. GAAP defines fair value, establishes a framework for measuring fair value and establishes disclosures about
fair value measurement. Investments, unless otherwise specified, recorded at fair value in the Statements of Net
Position, are categorized based upon the level of judgment associated with the inputs used to measure their
fair value. Levels of inputs are as follows:

Level 1 — Inputs are unadjusted, quoted prices for identical assets and liabilities in active markets at the
measurement date.

Level 2 — Inputs other than quoted prices included in Level 1, that are observable for the assets or liabilities
through corroboration with market data at the measurement date.

Level 3 — Unobservable inputs that reflect management’s best estimate of what market participants would
use in pricing the assets or liabilities at the measurement date.

D. Restricted Cash and Investments

Certain restricted cash and investments are held by a fiscal agent for the redemption of bonded debt and for
acquisition and construction of capital projects.

E. Long-Term Debt

In the government-wide financial statements, long-term liabilities and other long-term obligations are reported as
liabilities in the applicable governmental activities Statement of Net Position. Initial issue bond premiums and
discounts, are deferred and amortized over the life of the bonds using the straight-line method. The difference
between the reacquisition price of refunding bonds and the net carrying amount of refunded debt (deferred amount
on refunding) is amortized over the shorter of the lives of the refunding debt or remaining life of the refunded debt.
Bond issuance costs except for insurance, are expenses in the period incurred. Amortization of bond premiums or
discounts, issuance costs, and deferred amounts on refunding is included in interest expense.

In the fund financial statements, governmental fund types recognize bond premiums, discounts, and issuance costs
during the period issued. The face amount of debt issued is reported as other financing sources. Premiums received
are reported as other financing sources, while discounts are reported as other financing uses. Issuance costs,
whether or not withheld from the actual debt proceeds received, are reported as debt service expenditures.

F. Net Position
For government-wide financial statements, net position is categorized as follows:
Net Investment in Capital Assets — This component of net position consists of capital assets, net of
accumulated depreciation and amortization, reduced by the outstanding balances of debt that are attributable to

the acquisition, construction, or improvement of those assets. There is no net investment in capital assets as of
June 30, 2025.

Restricted — This component of net position consists of restricted assets reduced by liabilities and deferred
inflows of resources related to those assets. There is no restricted net position as of June 30, 2025.
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Patterson Public Financing Authority
(A Component Unit of the City of Patterson)
Notes to the Basic Financial Statements (Continued)
For the Year Ended June 30, 2025

Note 1 — Summary of Significant Accounting Policies (Continued)
F. Net Position (Continued)

Unrestricted — This component of net position is the amount of the assets, deferred outflows of resources,
liabilities, and deferred inflows of resources that are not included in the determination of net investment in
capital assets or the restricted component of net position.

When expenses are incurred for purposes for which both restricted and unrestricted net position is available, the
Authority’s policy is to apply restricted net position first.

G. Fund Balances
For the Authority’s fund financial statements, fund balances are categorized as follows:

Nonspendable — Items that cannot be spent because they are not in spendable form, such as prepaid items and
inventories and long term receivables, or items that are legally or contractually required to be maintained
intact, such as principal of an endowment or revolving loan funds.

Restricted — Restricted fund balances encompass the portion of net fund resources subject to externally
enforceable legal restrictions. This includes externally imposed restrictions by creditors, such as through debt
covenants, grantors, contributors, laws or regulations of other governments, as well as restrictions imposed by
law through constitutional provisions or enabling legislation.

When expenditures are incurred for purposes where only unrestricted fund balances are available, the City uses the
unrestricted resources in the following order: committed, assigned, and unassigned.

H. Use of Estimates
The preparation of financial statements in conformity with U.S. GAAP requires management to make estimates

and assumptions that affect certain reported amounts and disclosure. Accordingly, actual results could differ from
those estimates.

Note 2 — Cash and Investments

The following is a summary of pooled cash and investments and restricted cash and investments at June 30, 2025:

Cash and investments $ 1,340,324
Restricted cash and investments 5,797,713
Investments held in trust 53,519,772

Total cash and investments $ 60,657,809

Investments consisted of the following at June 30, 2025:

Investments:
Local obligation bonds $ 53,519,772
Money market mutual funds 5,797,713
Total investments $ 59,317,485
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Note 2 — Cash and Investments (Continued)

At June 30, 2025, investments, are reported at fair value based on quoted market prices. The following table represents
the fair value measurements of investments recognized in the accompanying Statement of Net Position measured at
fair value on a recurring basis and the level within the fair value hierarchy in which the fair value measurements fall at
June 30, 2025:

Measurement Valuation
Fair Value Input Technique
Investments: Present Value of Expected
Local obligation bonds $ 53,519,772 Level 2 Future Cash Flows
Money market mutual funds 5,797,713 Uncategorized Not applicable

Total investments $ 59,317,485

A. Cash Deposits

The carrying amounts of the Authority’s pooled cash and investment with the City was $0 at June 30, 2025. The
Authority pools its cash and investments of all funds with the City of Patterson, California to facilitate the
management of cash and achieve the goal of obtaining the highest yield with the greatest safety and least risk. The
pool is managed by the City Treasurer for investing, except for certain restricted funds and investments held in
trust, which are held and invested by outside custodians through contractual agreements. These restricted funds
include cash with fiscal agents. The total amount of which was collateralized or insured with securities held by the
pledging financial institutions in the City’s name is discussed below.

Investments held in the City of Patterson's cash and investments pool are available on demand. Information
regarding the City's cash and investment pools is described in the City's Comprehensive Annual Financial Report.

The California Government Code requires California banks and savings and loan associations to secure the City’s cash
deposits by pledging securities as collateral. This Code states that collateral pledged in this manner shall have the
effect of perfecting a security interest in such collateral superior to those of a general creditor. Thus, collateral for cash
deposits is considered to be held in the City's name.

The market value of pledged securities must equal at least 110% of the City's cash deposits. California law also
allows institutions to secure City deposits by pledging first trust deed mortgage notes having a value of 150% of
the City’s total cash deposits. The City may waive collateral requirements for cash deposits; however, the City has
not waived the collateralization requirements.
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Note 2 — Cash and Investments (Continued)

B. Investments
Investments Authorized by the California Code and the Authority’s Investments Policy
The table below identifies the investment types that are authorized by the Authority's investment policy. This table
does not address investments of debt proceeds held by bond trustees that are governed by the provisions of debt

agreements of the Authority, rather than the general provisions of the California Government Code or the
Authority's investment policy.

Maximum Maximum
Maximum Percentage of Investment in

Authorized Investment Type Maturity Portfolio one Issuer
U.S. Treasury Obligation 5 years None None
U.S. Agency Securities 5 years None None
Certificates of Deposit 2 years None None
Local Agency Investment Fund (LAIF) N/A None None
Money Market Funds N/A None None
Annuities N/A None None
Mutual Funds N/A 5% None
Corporate Notes (Minimum rating of "AAA") 5 years 5% None
Local Agency Bonds (Local obligation bonds) 5 years None None

* The table is based on state law requirements or investment policy requirements, whichever is more restrictive.
Investments Authorized by Debt Agreements

Investment of debt issuances held by bond trustee are governed by provisions of the debt agreements, rather than
the general provisions of the California Government Code or the Authority's investment policy. The table below
identifies the investment types that are authorized by bond trustee. The table also identifies certain provisions of
these debt agreements that address interest rate risk, credit risk, and concentration of credit risk.

Maximum Maximum
Maximum Percentage of Investment in

Authorized Investment Type Maturity Portfolio one Issuer
U.S. Treasury Obligation 5 years None None
U.S. Agency Securities 5 years None None
Certificates of Deposit 2 years None None
Local Agency Investment Fund (LAIF) None None None
Money Market Funds None None None
Annuities None None None
Mutual Funds None 5% None
Corporate Notes (Minimum rating of "AAA") 5 years 5% None
Local Agency Bonds (Local obligation bonds) 5 years None None
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Note 2 — Cash and Investments (Continued)
C. Risk Disclosures
Disclosures Relating to Interest Rate Risk

Interest rate risk is the risk that 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 Authority's interest rate risk is mitigated is by purchasing
a combination of shorter 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 values of the Authority's investments to market rate fluctuations is
provided by the following table that shows the distribution of the Authority's investments by maturity as of
June 30, 2025:

Maturity
12 Months
Fair Value or Less 1-5 Years 6-10 Years Thereafter
Investments:
Local obligation bonds $ 53,519,772 $ 14,508 $ - 3 - $ 53,505,264
Money market mutual funds 5,797,713 5,797,713 - - -
Total investments $ 59317485 § 5812221 § - S - $ 53,505,264

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 or debt agreements, and the actual rating as of the fiscal year for each investment type.

Minimum
Legal Credit Rating
Fair Value Rating S&P Moody's
Investments:
Local obligation bonds $ 53,519,772 N/A Not rated Not rated
Money market mutual funds 5,797,713 N/A AAAmM Aaa-mf
Total investments $ 59,317,485

Disclosures Relating to Concentration of Credit Risk

The Authority held the following investments in a single issuer (other than U.S. Treasury securities, external
investment pools and mutual funds) that represented 5% or more of total Authority investment as of June 30, 2025:

Issuer Investment Type Amount
West Patterson Financing Authority Local obligation bonds $ 53,519,772
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Note 2 — Cash and Investments (Continued)

C.

Risk Disclosures (Continued)
Disclosures Relating to Custodial Credit Risk
The custodial credit risk for investments is the risk that, in the event of the failure of the counterparty (e.g. 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. None of the Authority’s investments was subject to custodial credit risk.

Note 3 — Interfund Transactions

A.

Due From and To Other Funds

At June 30, 2025, the PPFA 2013 Heartland Ranch Revenue Bonds Fund owes the PPFA 2023 Authority Bonds
Fund in the amount of $191,316 to cover the restricted cash overdrawn.

Note 4 — Capital Contributions to the City of Patterson

For the year ended June 30, 2025, the Authority contributed bond proceeds in the amount of $284,353 to the City for
funding the Public Safety Center.

Note 5 — Long-Term Debt

A.

Governmental Activities

Summary of changes in long-term liabilities for the governmental activities for the year ended June 30, 2025 is as
follows:

Original Balance Balance Due Within  Due In More
Issuance July 1, 2024 Additions Deletions June 30, 2025 One Year Than One Yeai
Private Placement:
PPFA 2013 Heartland Ranch Revenue Bonds $§ 4,963,568 § 914,788  § - $ (273,775) $ 641,013 § 284,557 $§ 356,456
PPFA 2023 Series A Revenue Bonds 54,370,000 54,360,000 - (2,175,000) 52,185,000 2,395,000 49,790,000
Plus: Bond Premium 6,617,848 6,397,253 - (220,595) 6,176,658 - 6,176,658
Total long-term debt $ 65,951,416  $61,672,041 § - $(2,669,370) $ 59,002,671 § 2,679,557 $ 56,323,114

2013 Heartland Ranch Revenue Bonds

On July 30, 2013, the Authority issued $4,963,568 of revenue refunding bonds (Series 2013 Heartland Ranch
Revenue Bonds) to repay, in part, the principal of the Authority's 2002 Heartland Ranch Revenue Bonds. Interest
on the bonds is payable semi-annually on March 2 and September 2 of each year through September 2, 2027,
beginning on March 2, 2014. The interest rate on the bonds is 3.73 percent. Principal payments are due annually
beginning on September 2, 2014. At June 30, 2025, the outstanding balance of the 2013 Heartland Ranch Revenue
bonds was $641,013.
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Note 5 — Long-Term Debt (Continued)
A. Governmental Activities (Continued)

2013 Heartland Ranch Revenue Bonds (Continued)

The annual debt service requirements are as follows:

Year Ending
June 30, Principal Interest Total
2026 $ 284,557 $ 18,603 $ 303,160
2027 174,771 10,036 184,807
2028 181,685 3,388 185,073
Total $ 641,013 $ 32,027 $§ 673,040

PPFA 2023 Series A Special Tax Revenue Refunding Bonds

On August 1, 2023, the Patterson Public Financing Authority issued $54,370,000 of special tax revenue refunding
bonds (Series 2023 A) to refund the 2013 PPFA Series A Bonds and the 2013 PPFA Series B Bonds which had
outstanding balances of $53,265,000 and $5,235,000, respectively. The bonds were sold with a net original issue
premium of $6,617,848 and costs of issuance of $1,029,942 (including the underwriter’s discount, the fee for bond
insurance and a surety fee for the reserve fund).

Interest on the bonds is payable semi-annually on March 1 and September 1 of each year through
September 1, 2024, beginning on March 1, 2024. The interest rates on the bonds range from 2.790 to 3.890 percent.
Principal payments are due annually beginning on September 1, 2024. The bonds are secured by a first pledge of the
investment revenues and funds on deposit in the Bond Fund, Reserve Fund, and Special Tax Fund. At
June 30, 2025, the outstanding balance of the PPFA 2023 Series A Special Tax Revenue Refunding Bonds was
$52,185,000.

The annual debt service requirements are as follows:

Year Ending

June 30, Principal Interest Total
2026 $ 2,395,000 $ 2,549,375 $ 4,944,375
2027 2,550,000 2,425,750 4,975,750
2028 2,680,000 2,295,000 4,975,000
2029 2,810,000 2,157,750 4,967,750
2030 2,945,000 2,013,875 4,958,875

2031-2035 16,635,000 7,654,375 24,289,375

2036-2040 22,170,000 2,927,250 25,097,250
Total $ 52,185,000 $22,023,375  § 74,208,375
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Budgetary Information

The Authority maintains budgetary controls in order to ensure compliance with legal provisions embodied in the
annual appropriated budget approved by the City Council. The Authority maintains an encumbrance accounting
system to provide management with information regarding obligations against appropriations. Budgetary compliance
is based on expenditures during the period (U.S. GAAP), rather than expenditures and encumbrances (non-GAAP).
Because appropriations lapse at June 30, encumbrances outstanding at June 30, 2025 are disclosed in the notes to the
financial statements. Appropriations for fiscal year 2025 will provide authority to complete those transactions.

The Authority is required by its municipal code to adopt an annual budget on or before June 30 for the ensuing fiscal
year. From the effective date of the budget, the amounts become the "annual appropriated budget".

The following procedures are performed by the Authority in establishing the budgetary data reflected in the financial
statements:

1.

The Finance Director submits a preliminary budget by June 30 of each year to Board of Directors. This allows the
Authority to continue normal operations until the final budget is adopted in July. The operating budget includes
proposed expenditures and the means of financing them.

Public hearings are conducted to obtain taxpayers' comments.

The appropriated budget is prepared by fund, department, and division. The government department heads may
make transfers of appropriation within a department. Transfers of appropriations between departments requires
approval of the City Manager. The legal level of budgetary control (i.e., the level at which expenditures may not
legally exceed appropriations) is the fund level.

The budget is legally adopted through the passage of a council resolution.

The Board of Directors may amend the budget by resolution during the fiscal year. The City Manager may transfer
appropriations from one program, activity, or object to another within the same fund. All appropriations lapse at
the end of the fiscal year to the extent they have not been expended. Capital project funds are based on a project
time frame, rather than a fiscal year "operating" time frame reappropriating unused appropriations from year to

year until project completion.

A budget review is presented to the City Council by the City Manager mid-year and approved additions or changes
are legally adopted through Council resolution.

Formal budgetary integration is employed as a management control device during the year for the funds.

Budgets for the funds are adopted on a basis consistent with United States generally accepted accounting
principles.
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Budgetary Comparison Schedule — PPFA 2013 Heartland Ranch Revenue Bonds

Variance with
Final Budget

Budgeted Amounts Favorable
Original Final Actual (Unfavorable)
REVENUES:
Intergovernmental revenue $ 513,864 $ 302,489 $ 302,489 $ -
Interest 12,962 12,962 69,416 56,454
Total revenues 526,826 315,451 371,905 56,454
EXPENDITURES::
Debt service:
Principal 530,559 530,559 530,559 -
Interest and fiscal charges 74,721 74,721 74,721 -
Total expenditures 605,280 605,280 605,280 -
Net change in fund balance $ (78,454) $ (289,829) (233,375) $ 56,454
FUND BALANCE:
Beginning of year 1,208,647
End of year $ 975,272
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Budgetary Comparison Schedule — PPFA 2023 Authority Bonds

Variance with
Final Budget

Budgeted Amounts Favorable
Original Final Actual (Unfavorable)
REVENUES :
Intergovernmental revenue $ 1,065,877 $ 1,065,877 $ 1,065,877 $ -
Interest 3,532,671 3,652,570 3,268,170 (384,400)
Total revenues 4,598,548 4,718,447 4,334,047 (384,400)
EXPENDITURES :
Current:
General government - - 27,062 (27,062)
Debt service:
Principal 2,110,000 2,110,000 1,918,216 191,784
Interest and fiscal charges 2,904,988 2,904,988 2,665,750 239,238
Total expenditures 5,014,988 5,014,988 4,611,028 403,960
REVENUES OVER (UNDER)
EXPENDITURES (416,440) (296,541) (276,981) 19,560
OTHER FINANCING SOURCES (USES):
Capital contributions to the City of Patterson - (154,842) (284,353) (129,511)
Total other financing sources (uses) - (154,842) (284,353) (129,511)
Net change in fund balance $ (416,440) $ (451,383) (561,334) $ (109,951)
FUND BALANCE:
Beginning of year 60,468,920
End of year $ 59,907,586
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