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INDEPENDENT AUDITOR'S REPORT

To the City Council
West Patterson Financing Authority
Patterson, California

We have audited the accompanying financial statements of the governmental activities and each major fund of the
West Patterson Financing Authority, as of and for the year ended June 30, 2015, and the related notes to the
financial statements, 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 and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the
United States. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free 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 risks 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 entity’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 entity’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.

Opinion

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 West Patterson Financing Authority, as of
June 30, 2015, 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.
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Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the budgetary comparison
information as listed in the table of contents be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board, who considers it to be an essential part of financial reporting for placing the basic financial
statements in an appropriate operational, economic, or historical context. We have applied certain limited
procedures to the required supplementary information in accordance with auditing standards generally accepted in
the United States of America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management’s responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial statements. We do not
express an opinion or provide any assurance on the information because the limited procedures do not provide us
with sufficient evidence to express an opinion or provide any assurance.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated October 27, 2016, on our
consideration of the West Patterson Financing 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 West Patterson Financing Authority's internal control over financial reporting and
compliance.

P\ e UL CPAS

Sacramento, California
October 27, 2016



WEST PATTERSON FINANCING AUTHORITY
STATEMENT OF NET POSITION
JUNE 30, 2015

ASSETS
Cash and investments (Note 3)
Restricted cash and investments (Note 3)
Assessment receivable
Interest receivable

Total Assets

LIABILITIES AND NET POSITION

Current Liabilities
Accounts payable
Bonds payable - current portion (Note 5)
Total Current Liabilities
Bonds payable - long-term (Note 5)
Total Liabilities
Net Position
Net investment in capital assets
Restricted for debt service

Total Net Position

Total Liabilities and Net Position

See accompanying notes to the financial statements.
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$ 6,301,705
3,891,805
75,125

797

$__ 10,269,432

$ 5,043

801,252

806,295

67,807,280

68,613,575

——

(64,716,727)
6,372,584

(58,344,143)
$__ 10,269,432



WEST PATTERSON FINANCING AUTHORITY
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2015

Capital Grants

and Net Revenue/
Expenses Contributions (Expense)
Governmental activities:
General government $ 657,111 $ 280,697 $ (376,414)
Premium on bond call 13,373 - (13,373)
Interest on long-term liabilities 4,216,852 - (4,216,852)
Total Governmental Activities $ 4887336 $ 280,697 (4,606,639)
General Revenues:

Taxes 5,317,613
Investment earnings 38,243
Assessment fees 547,409
Total general revenues 5,903,265

Capital contributions to the City of
Patterson (626,886)
Change in net position 669,740
Net Position, July 1, 2014 (59,013,883)
Net Position, June 30, 2015 $_ (58,344,143)

See accompanying notes to the financial statements.
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WEST PATTERSON FINANCING AUTHORITY
GOVERNMENTAL FUNDS
BALANCE SHEET
JUNE 30, 2015

West Total
Patterson Governmental
ASSETS General Fund Business Park Funds
Cash and investments $ 3,439,369 $ 2,862,336 $ 6,301,705
Restricted cash and investments 3,891,805 - 3,891,805
Interest receivable - 797 797
Assessment receivable 72,335 2,790 75,125
Total Assets $ 7,403,509 $ 2865923 $_ 10,269,432
LIABILITIES AND FUND BALANCES
Liabilities
Accounts payable $ - $ 5043 $ 5,043
Fund Balances
Restricted 7,403,509 - 7,403,509
Assigned - 2,860,880 2,860,880
Total Fund Balances $ 7,403,509 $ 2860880 $_ 10,264,389

Amounts reported for governmental activities in the Statement of Net Position are different
because:

Long-term liabilities are not due and payable in the current period and therefore are not
reported in the governmental funds:

Bonds payable $_ (68,608,532)
Net position of governmental activities $_ (58,344,143)

See accompanying notes to the financial statements.
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WEST PATTERSON FINANCING AUTHORITY
GOVERNMENTAL FUNDS
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
FOR THE YEAR ENDED JUNE 30, 2015

West Total
Patterson Governmental
General Fund Business Park Funds
REVENUES
Taxes $ 5,317,613 $ - $ 5,317,613
Intergovernmental 280,698 - 280,698
Interest income 29,232 9,011 38,243
Assessment fees 41,564 505,845 547,409
Total Revenues 5,669,107 514,856 6,183,963
EXPENDITURES
General government 544 656,567 657,111
Capital outlay 626,886 - 626,886
Debt service:
Principal 805,989 - 805,989
Interest and fiscal charges 4,216,852 - 4,216,852
Premium on bond call 13,373 - 13,373
Total Expenditures 5,663,644 656,567 6,320,211
Net change in fund balances 5,463 (141,711) (136,248)
Fund balances - July 1, 2014 7,398,046 3,002,591 10,400,637
Fund balances - June 30, 2015 $ 7,403,509 $ 2,860,880 $__ 10,264,389

See accompanying notes to the financial statements.
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WEST PATTERSON FINANCING AUTHORITY
RECONCILIATION OF STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2015

Amounts reported for governmental activities in the Statement of Activities are different because:

Net change in fund balances - total governmental funds $ (136,248)

Governmental funds report capital outlay as expenditures. However, in the Statement
of Activities, the cost of those assets is allocated over their estimated useful lives
and reported as depreciation expense:
Capital assets purchased 626,886
Capital contributions to the City of Patterson (626,886)

The issuance of long-term liabilities provides current financial resources to
governmental funds, while the repayment of the principal of long-term liabilities
consumes the current financial resources of governmental funds.

Bond principal payments 805,988
Change in net position of governmental activities $ 669,740

See accompanying notes to the financial statements.
7



WEST PATTERSON FINANCING AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2015

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. The Reporting Entity

The West Patterson Financing Authority (the Authority) was formed in 2001 pursuant to a joint exercise of powers
agreement between the City of Patterson and the Redevelopment Agency of the City of Patterson. The primary
activity of the Authority is issuing special tax bonds on behalf of the West Patterson Financing Authority Community
Facilities District No. 2001-1 (Public Improvements). The proceeds of the special tax bonds were used to finance the
costs of certain engineering, design, construction and other expenses related to public infrastructure improvements.

On October 18, 2005, pursuant to Resolution No. 2005-04 of the Board of Directors of the Authority, the Authority
founded its Community Facilities District No. 2005-1 (West Patterson Business Park) and authorized special tax
levies therein.

B. Basis of Presentation

The Authority's basic financial statements are prepared in conformity with accounting principles generally accepted in
the United States of America. The Government Accounting Standards Board is the acknowledged standard setting
body for establishing accounting and financial reporting standards followed by governmental entities in the United
States of America.

These standards require that the financial statements described below be presented.

Government-wide Financial Statements

The Statement of Net Position and Statement of Activities display information about the reporting government as a
whole. They include all the activities of the Authority. Eliminations have been made to minimize the double counting
of internal activities. The Authority's net position is reported in three parts - net investment in capital assets; restricted
net position; and unrestricted net position. The Authority first utilizes restricted resources to finance qualifying
activities. Governmental activities generally are financed through taxes, intergovernmental revenues, and other
nonexchange revenues.

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. Program revenues include (a) charges paid
by the recipients of goods or services offered by the programs, (b) grants and contributions that are restricted to
meeting the operational needs of a particular program and (c) fees, grants and contributions that are restricted to
financing the acquisition or construction of capital assets. 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. The funds are accounted for by
providing a separate set of self-balancing accounts that constitute their assets, liabilities, fund equity, revenues and
expenditure/expenses.

The funds of the financial reporting entity are described below:

Governmental Funds

General Fund - The General Fund is the general operating fund of the Authority and is always classified as a major
fund. It is used to account for all activities related to Community Facilities District No. 2001-1 except those legally or

administratively required to be accounted for in other funds.

West Patterson Business Park - This fund is used to account for the special taxes levied and projects related to the
Community Facilities District No. 2005-1.




WEST PATTERSON FINANCING AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2015
NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Major Funds
The City reported the following major governmental funds in the accompanying financial statements:
General Fund - The General Fund is the general operating fund of the Authority and is always classified as a major
fund. It is used to account for all activities related to Community Facilities District No. 2001-1 except those legally or

administratively required to be accounted for in other funds.

West Patterson Business Park - This fund is used to account for the special taxes levied and projects related to the
Community Facilities District No. 2005-1.

C. Measurement Focus and Basis of Accounting

Measurement focus is a term used to describe "which" transactions are recorded within the various financial
statements. Basis of accounting refers to "when" revenues and expenditures or expenses are recognized in the
accounts and reported in the financial statements regardless of the measurement focus applied.

Measurement Focus

On the government-wide Statement of Net Position and the Statement of Activities, governmental activities are
presented using the economic resources measurement focus as defined in item "b" below.

In the fund financial statements, the "current financial resources" measurement focus or the "economic resources"
measurement focus is used as appropriate:

a. All governmental funds are accounted for using a "current financial resources" measurement focus. With this
measurement focus, only current assets and current liabilities generally are included on their balance sheets.
Their operating statements present sources and uses of available spendable financial resources during a
given period. These funds use fund balance as their measure of available spendable financial resources at
the end of the period.

b. Governmental activities utilize an "economic resources" measurement focus. The accounting objectives of this
measurement focus are the determination of operating income, changes in net position (or cost recovery),
financial position, and cash flows. All assets and all liabilities (whether current or noncurrent) associated with
the operation of these funds are reported.

Basis of Accounting

In the government-wide Statement of Net Position and Statement of Activities, governmental activities are presented
using the accrual basis of accounting. Under the accrual basis of accounting, revenues are recognized when earned
and expenses are recorded when the liability is incurred or economic asset is used. Revenues, expenses, gains,
losses, assets and liabilities resulting from exchange and exchange-like transactions are recognized when the
exchange takes place.

In the fund financial statements, governmental funds are presented on the modified accrual basis of accounting.
Under the modified accrual basis of accounting, revenues are recognized when "measurable and available".
Measurable means knowing or being able to reasonably estimate the amount. Available means collectible within the
current period or soon enough thereafter to pay current liabilities. The Authority defines available to be within 60 days
of year-end. Expenditures (including capital outlay) are recorded when the related fund liability is incurred, except for
general obligation bond principal and interest which are reported when due. Governmental capital asset acquisitions
are reported as expenditures in governmental funds. Proceeds for governmental long-term liabilities and acquisitions
under capital leases are reported as other financing sources.



WEST PATTERSON FINANCING AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2015

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Those revenues susceptible to accrual include taxes, intergovernmental revenues, interest and charges for services.
Certain indirect costs are included in program expenses reported for individual functions and activities.

Grant revenues are recognized in the fiscal year in which all eligibility requirements are met. Under the terms of grant
agreements, the Authority may fund certain programs with a combination of cost-reimbursement grants, categorical
block grants, and general revenues. Thus, both restricted and unrestricted net position are available to finance
program expenditures. The Authority's policy is to first apply restricted grant resources to such programs, followed by
general revenues if necessary.

D. Special Taxes

The Community Facilities Districts established by the Authority are authorized to levy special taxes annually on real
property located within the Community Facilities Districts. The County of Stanislaus levies, bills, and collects the
special property taxes for the Authority. The County of Stanislaus remits Community Facilities District special taxes
collected on the County tax roll to the Authority in three installments during the months of December, April, and July.

Tax collections of special taxes on the County tax roll are the responsibility of the County Tax Collector. Taxes and
assessments on secured and utility rolls which constitute a lien against the property, are levied and payable in two
installments; the first is due November 1 of the fiscal year and is delinquent if not paid by December 10; and the
second is due on March 1 of the fiscal year and is delinquent if not paid by April 10. Significant penalties are imposed
under State law for late payment.

Tax levy dates are attached annually on January 1 preceding the fiscal year for which the taxes are levied. The fiscal
year begins July 1 and ends June 30 of the following year. Taxes are levied on real property, as it exists at that time.
Liens against real estate are not relieved by subsequent renewal or change in ownership.

In order to collect delinquent special tax levies, the Authority may conduct foreclosure actions against the property on
which the special taxes are levied. In some cases, the Authority will "strip" the delinquent special tax amount from the
County ad valorem tax roll, and proceed to enforce the payment of the special taxes itself through collection efforts
including possible judicial foreclosure.

E. Cash and Investments

The Authority pools the cash of all funds with the City of Patterson, except for monies deposited with a fiscal agent in
accordance with a related bond fiscal agent agreement with U.S. Bank National Association. The cash and
investments balance in the fund represents the fund's equity share of the City's cash and investment pool. As the
Authority places no restrictions on the deposit or withdrawal of a particular fund's equity in the pool, the pool operates
like a demand deposit account for the participating funds.

F. Accounts and Interest Receivable

In the government-wide statements, receivables consist of all revenues earned at year-end and not yet received.
Receivables are recorded in the financial statements net of any allowance for doubtful accounts if applicable, and
estimated refunds due. Major receivable balances for the governmental activities include taxes and interest.

In the fund financial statements, material receivables in governmental funds include revenue accruals such as taxes.
Nonexchange transactions collectible but not available are deferred in the fund financial statements in accordance
with modified accrual, but not deferred in the government-wide financial statements in accordance with the accrual
basis. Interest and investment earnings are recorded when earned only if paid within 60 days since they would be
considered both measurable and available.

10



WEST PATTERSON FINANCING AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2015
NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
G. Capital Assets

The accounting treatment over property, plant and equipment depends on whether the assets are reported in the
government-wide or fund financial statements.

Government-wide Statements

In the government-wide financial statements, capital expenditures over $1,000 are capitalized and accounted for as
capital assets. All capital assets are valued at historical cost, or estimated historical cost if actual is unavailable,
except for donated capital assets which are recorded at their estimated fair value at the date of donation. Estimated
historical cost was used to value the majority of the assets.

Fund Financial Statements

In the fund financial statements, capital assets used in governmental fund operations are accounted for as capital
outlay expenditures of the governmental fund upon acquisition.

H. Long-term Liabilities

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, as well as issuance costs, 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, including deferred refunding amounts and underwriters' discounts, are
reported as deferred bond issuance costs. 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.

11



WEST PATTERSON FINANCING AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2015
NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

I. Equity Classifications

Government-wide Statements

Net position is the excess of all the Authority's assets over all its liabilities, regardless of fund. Net position is divided
into three categories under GASB Statement 34. These categories apply only to net position, which is determined at
the government-wide level, and are described below:

a. Net investment in capital assets - Consists of capital assets including restricted capital assets, net of
accumulated depreciation and reduced by the outstanding balances of any bonds, mortgages, notes or other
borrowings that are attributable to the acquisition, construction, or improvement of those assets.

b. Restricted net position - Consists of net position with constraints place on the use either by (1) external groups
such as creditors, grantors, contributors, or laws or regulations of other governments; or (2) law through
constitutional provisions or enabling legislation.

c¢. Unrestricted net position - All other net position that do not meet the definition of "restricted" or "net investment
in capital assets".

Fund Statements

Governmental fund equity is classified as fund balance. The governmental fund financial statements present fund
balances based on classifications that comprise a hierarchy that is based primarily on the extent to which the
Authority is bound to honor constraints on the specific purposes for which amounts in the respective governmental
funds can be spent. The classifications used in the governmental fund financial statements are as follows:

a. Nonspendable - Amounts that cannot be spent because they are either (a) not in spendable form or (b) legally
or contractually required to be maintained intact.

b. Restricted - Amounts that are restricted for specific purposes when constraints placed on the use of resources
are either (a) externally imposed by creditors, grantors, contributors, laws, or regulations of other
governments; or (b) imposed by law through constitutional provisions or enabling legislation.

c. Committed - Amounts that can only be used for specific purposes pursuant to constraints imposed by formal
action of the government's highest level of decision-making authority.

d. Assigned - Amounts that are constrained by the government's intent to be used for specific purposes, but are
neither restricted or committed.

e. Unassigned - Amounts representing the residual classification for the general fund.
For further detail on fund balance, see Note 6.
J. Use of Estimates
The preparation of financial statements in accordance with generally accepted accounting principles requires

management to make estimates and assumptions that affect certain reported amounts and disclosures. Accordingly,
actual results could differ from these estimates.

12



WEST PATTERSON FINANCING AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2015

NOTE 2: BUDGET

A. Budgets and Budgetary Accounting

The Authority follows the City of Patterson's budgetary procedures which are as follows:

1) Prior to July 1, the City Manager submits to the City Council a proposed operating budget for the coming fiscal
year. The operating budget includes proposed expenditures and the means of financing them.

2) Public hearings are conducted to obtain taxpayers' comments.

3) The appropriated budget is prepared by fund, department, and division. The government department head 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.

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

5) The City Council 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.

6) 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.

7) Formal budgetary integration is employed as a management control device during the year for the General
Fund, Special Revenue Funds, and the Capital Project Funds.

8) Budgets for the General, Special Revenue, and Capital Project Funds are adopted on a basis consistent with
United States generally accepted accounting principles.

B. Excess of Expenditures or Expense over Appropriations

The funds below incurred expenditures in excess of budgets in the amounts below. Sufficient resources were
available in the General Fund to finance the excess.

Fund Amount
General Fund $ (5,663,394)
West Patterson Business Park $ (645,567)

NOTE 3: CASH AND INVESTMENTS

The Authority follows the City of Patterson's practice of pooling cash and investments except for cash and
investments required to be held by outside fiscal agents under the provisions of bond indentures.

Cash and investments as of June 30, 2015 were classified in the accompanying financial statements as follows:

Unrestricted Restricted Total
Governmental activities $ 6,301,705 $ 3,891,805 $ 10,193,510

13



WEST PATTERSON FINANCING AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2015

NOTE 3: CASH AND INVESTMENTS (continued)

Cash and investments were carried at fair value as of June 30, 2015 and consisted of the following:

Deposits with financial institutions
Cash with fiscal agent

Total cash and investments

Authorized Investments of the Authority

Amount

$ 6,301,705
3,891,805

$ 10,193,510

The Authority follows the City's investment policy with respect to any investment of funds; except that funds held by
the fiscal agent are invested as permitted under the fiscal agent agreement for the Community Facilities District. The
table below identifies the investment types that are authorized by the City'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 City's investment policy.

Maximum Maximum
Maximum Percentage of Investmentin

Authorized Investment Type Maturity Portfolio one Issuer
U.S. Treasury Obligations 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

Investments Authorized by Debt Agreements

Investment of debt issuances held by the fiscal agent are governed by provisions of the fiscal agent agreement, rather
than the general provisions of the California Government Code or the City's investment policy. The table below
identifies the investment types that are authorized by the fiscal agent. 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 Investmentin

Authorized Investment Type Maturity of Portfolio one Issuer
U.S. Treasury Obligations None None None
U.S. Agency Securities None None None
Repurchase Agreements secured by federal securities 30 days None None
Investment Agreements and Contracts None None None
Money Market Funds in the highest rating category by S&P or Moody's N/A None None
Certificates of Deposit None None None
Commercial Paper rated "A-1" or better None None None
Local Agency Investment Fund (LAIF) None None None

14



WEST PATTERSON FINANCING AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2015
NOTE 3: CASH AND INVESTMENTS (continued)

Disclosure 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, 2015:

Remaining Maturity

12 months or

less 1-5 years Fair Value
Held by fiscal agent:
Money market funds $__ 3891805 $ - $__ 3,891,805

Investments with Fair Values Highly Sensitive to Interest Rate Fluctuations

The Authority had no investments that were highly sensitive to interest rate fluctuations as of June 30, 2015.

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 Rating as of Fiscal Year End
Total Rating S&P Moody's N/A
Held by fiscal agent:
Money Market Funds $ 3,891,805 N/A AAAM Aaa

Concentration of Credit Risk

The Authority complies with the limitations on the amount that can be invested in any one issuer as stipulated by the
California Government Code. The Authority held no investments in any one issuer (other than U.S. Treasury
securities, external investment pools and mutual funds) that represented 5% or more of total Authority investments as
of June 30, 2015.

15



WEST PATTERSON FINANCING AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2015
NOTE 3: CASH AND INVESTMENTS (continued)

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 (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. The California Government Code does
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 California Government Code requires that a financial
institution secure deposits made by state or local governmental units by pledging securities in an undivided collateral
pool held by a depository regulated under state law (unless so waived by the government unit). The market value of
the pledged securities in 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's deposits by pledging first trust deed
mortgage notes having a value of 150% of the secured public deposits. See the City of Patterson annual financial
report for information regarding the Authority's pooled cash with the City and credit risk.

NOTE 4: CAPITAL ASSETS

Capital asset activity for the fiscal year ended June 30, 2015 was as follows:

July 1, 2014 Additions Disposals June 30, 2015
Governmental Activities
Capital assets not being depreciated
Construction in progress $ - $ 626,886 $ 626886) $__ -

Disposals consisted of capital contributions to the City of Patterson.

NOTE 5: LONG-TERM LIABILITIES

The following is a summary of debt transactions of the Authority for the year ended June 30, 2015. The Authority
issued each of the respective bonds and notes for and on behalf of CFD 2001-1.

Balance Balance Due within
July 1, 2014 Additions Reductions June 30, 2015 one year

Governmental Activities

2013-Al Special Tax Bonds 35,642,163 - (393,083) 35,249,080 378,920
2013-A2 Special Tax Bonds 29,427,318 - (350,155) 29,077,163 350,742
2013-B Special Tax Bonds 4,345,040 - (62,751) 4,282,289 71,590

Total Governmental Long-
Term Liabilities $_69.414521 $ - $_ (805,989) $_ 68608532 $__ 801,252

16



WEST PATTERSON FINANCING AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2015
NOTE 5: LONG-TERM LIABILITIES (continued)

Governmental activities future debt obligations at June 30, 2015 consisted of the following:

Special Tax Refunding Bonds, Series 2013-A-1

On August 14, 2013, the Authority issued $35,714,049 of special tax refunding bonds (Series 2013-A-1) to repay, in
part, the principal of the Authority's Special Tax Bond Series 2002-A, 2003-A, 2003-B, 2004-A, 2004-B, 2009-A, and
2009-B. Interest on the bonds is payable semi-annually on March 1 and September 1 of each year through
September 1, 2039, beginning on March 1, 2014. The interest rates on the bonds is 5.62 percent. Principal
payments are due annually beginning on September 1, 2014. The notes are secured by a first pledge of the special
tax revenues and funds on deposit in the Bond Fund, Reserve Fund, and Special Tax Fund. The outstanding balance
of the Series 2013-A-1 bonds at June 30, 2015 was $35,249,080.

Series 2013-Al Special Tax Bond

Years Ended

June 30, Principal Interest Total
2016 $ 378,920 $ 1,980,998 $ 2,359,918
2017 434,054 1,959,703 2,393,757
2018 489,226 1,935,309 2,424,535
2019 548,777 1,907,815 2,456,592
2020 613,129 1,876,973 2,490,102
2021 - 2025 4,049,757 8,791,757 12,841,514
2026 - 2030 5,598,518 7,466,827 13,065,345
2031 - 2035 7,200,342 5,776,209 12,976,551
2036 - 2040 15,936,357 3,015,623 18,951,980
Totals $ 35249080 $__ 34711214 $_ 69,960,294

Special Tax Refunding Bonds, Series 2013-A-2

On August 14, 2013, the Authority issued $29,486,669 of special tax refunding bonds (Series 2013-A-2) to repay, in
part, the principal of the Authority's Special Tax Bond Series 2002-A, 2003-A, 2003-B, 2004-A, 2004-B, 2009-A, and
2009-B. Interest on the bonds is payable semi-annually on March 1 and September 1 of each year through
September 1, 2039, beginning on March 1, 2014. The interest rates on the bonds is 6.61 percent. Principal
payments are due annually beginning on September 1, 2014. The notes are secured by a first pledge of the special
tax revenues and funds on deposit in the Bond Fund, Reserve Fund, and Special Tax Fund. The outstanding balance
of the Series 2013-A-1 bonds at June 30, 2015 was $29,077,163.

Series 2013-A2 Special Tax Bonds

Years Ended

June 30, Principal Interest Total
2016 $ 350,742 % 1,922,001 $ 2,272,743
2017 380,545 1,898,816 2,279,361
2018 474,886 1,873,663 2,348,549
2019 542,705 1,842,272 2,384,977
2020 609,796 1,806,400 2,416,196
2021 - 2025 4,199,973 8,331,205 12,531,178
2026 - 2030 6,716,193 6,630,860 13,347,053
2031 - 2035 8,932,768 4,000,467 12,933,235
2036 - 2040 6,869,555 1,223,956 8,093,511
Totals $__ 29077163 $__ 29529640 $__ 58,606,803
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WEST PATTERSON FINANCING AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2015

NOTE 5: LONG-TERM LIABILITIES (continued)

Special Tax Refunding Bonds, Series 2013-B

On August 14, 2013, the Authority issued $4,353,803 of special tax refunding bonds (Series 2013-B) to repay, in part,
the principal of the Authority's Special Tax Bond Series 2002-A, 2003-A, 2003-B, 2004-A, 2004-B, 2009-A, and 2009-
B. Interest on the bonds is payable semi-annually on March 1 and September 1 of each year through September 1,
2039, beginning on March 1, 2014. The interest rates on the bonds is 6.61 percent. Principal payments are due
annually beginning on September 1, 2014. The notes are secured by a first pledge of the special tax revenues and
funds on deposit in the Bond Fund, Reserve Fund, and Special Tax Fund. The outstanding balance of the Series
2013-A-1 bonds at June 30, 2015 was $4,282,289.

Series 2013-B Special Tax Bond

Years Ended

June 30, Principal Interest Total
2016 $ 71,590 $ 283,059 $ 354,649
2017 76,322 278,327 354,649
2018 81,367 273,282 354,649
2019 86,745 267,904 354,649
2020 92,478 262,171 354,649
2021 - 2025 562,579 1,210,666 1,773,245
2026 - 2030 774,771 998,473 1,773,244
2031 - 2035 1,066,996 706,248 1,773,244
2036 - 2040 1,469,441 303,804 1,773,245
Totals $ 4282289 $ 4583934 $ 8,866,223

Total Governmental Activities:

Total Governmental Activities Long-Term Liabilities
Years Ended

June 30, Principal Interest Total
2016 $ 801,252 $ 4,186,058 $ 4,987,310
2017 890,921 4,136,846 5,027,767
2018 1,045,479 4,082,254 5,127,733
2019 1,178,227 4,017,991 5,196,218
2020 1,315,403 3,945,544 5,260,947
2021 - 2025 8,812,309 18,333,628 27,145,937
2026 - 2030 13,089,482 15,096,160 28,185,642
2031 - 2035 17,200,106 10,482,924 27,683,030
2036 - 2040 24,275,353 4,543,383 28,818,736

Totals $__ 68608532 $_ 68824788 $__ 137,433,320
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WEST PATTERSON FINANCING AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2015

NOTE 6: FUND BALANCE

Beginning with fiscal year 2011, the City implemented GASB Statement No. 54, Fund Balance Reporting and
Governmental Fund Type Definitions. As the members of the City Council also sit as the members of the Board of
Directors for the Authority, the policy also applies to the Authority. This Statement provides more clearly defined fund
balance categories to make the nature and extent of the constraints placed on a government’s fund balances more
transparent.

The Authority established the following fund balance policies:

Committed Fund Balance: The City Council, as the City's highest level of decision making authority, may commit fund
balance for specific purposes pursuant to constraints imposed by formal actions taken, such as an ordinance or
resolution. These committed amounts cannot be used for any other purpose unless the City Council removes or
changes the specified use through the same type of formal action to establish the commitment.

Assigned Fund Balance: The City Council delegates authority to the City Manager and Finance Director for the
purposes of reporting these amounts in the annual financial statements. Examples of assigned fund balance include
continuing appropriations, debt service obligations, and budget balancing measures.

The accounting policies of the City consider restricted fund balance to have been spent first when an expenditure is
incurred for purposes for which both restricted and unrestricted fund balance is available. Similarly, when an
expenditure is incurred for purposes for which amounts in any of the unrestricted classifications of fund balance could
be used, the City considers committed amounts to be reduced first, followed by assigned amounts, and unassigned
amounts.

As of June 30, 2015, fund balances were comprised of:

West Patterson

General Fund Business Park Total
Restricted:
Capital projects $ 3,511,704 $ - $ 3,511,704
Debt service 3,891,805 - 3,891,805
Total Restricted 7,403,509 - 7,403,509
Assigned:
Capital projects - 2,860,880 2,860,880
Total Fund Balance $ 7,403,509 $ 2860880 $_ 10,264,389

NOTE 7: TRANSFERS TO THE CITY OF PATTERSON

During the year ended June 30, 2015, $626,886 was transferred to the City of Patterson for various capital projects.
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WEST PATTERSON FINANCING AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2015
NOTE 8: SUBSEQUENT EVENTS

West Patterson Financing Authority Community Facilities District No. 2005-1

On September 29, 2015, the West Patterson Financing Authority (“the Authority”) issued Special Tax Bonds, Series
2005 in the aggregate principal amount of $9,630,000. The Authority is not liable for repayment and is only
responsible for collecting the special taxes or assessments, making payment from the special taxes or assessments
to the bondholders, and initiating foreclosure proceedings when necessary. This bond is payable solely from special
taxes or assessments, specific reserves, and the proceeds from property foreclosures.

West Patterson Financing Authority Community Facilities District No. 2015-1 (Arambel-KDN)

On September 29, 2015, West Patterson Financing Authority (“the Authority”) issued Special Tax Bonds, Series 2015
in the aggregate principal amount of $4,775,000. The Authority is not liable for repayment and is only responsible for
collecting the special taxes or assessments, making payment from the special taxes or assessments to the
bondholders, and initiating foreclosure proceedings when necessary. This bond is payable solely from special taxes
or assessments, specific reserves, and the proceeds from property foreclosures.
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WEST PATTERSON FINANCING AUTHORITY
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE

BUDGET TO ACTUAL
GENERAL FUND

FOR THE YEAR ENDED JUNE 30, 2015

REVENUES
Taxes
Intergovernmental
Interest income
Miscellaneous revenues

Total Revenues

EXPENDITURES
General government
Capital outlay
Debt service:
Principal
Interest and fiscal charges
Premium on bond call
Total Expenditures

Excess (deficit) of revenues over (under)
expenditures

Net change in fund balance

Fund Balance - July 1, 2014

Fund Balance - June 30, 2015

Budgeted Amounts

Variance with

Final Budget
Favorable
Original Final Actual (Unfavorable)
5,099,015 $ 5,099,015 $ 5,317,613 $ 218,598
4,755,516 4,755,516 280,698 (4,474,818)
9,800 9,800 29,232 19,432
- - 41,564 41,564
9,864,331 9,864,331 5,669,107 (4,195,224)
250 250 544 (294)
- - 626,886 (626,886)
- - 805,989 (805,989)
- - 4,216,852 (4,216,852)
- - 13,373 (13,373)
250 250 5,663,644 (5,663,394)
9,864,081 9,864,081 5,463 (9,858,618)
9,864,081 $ 9,864,081 5463 $ (9,858,618)
7,398,046
$ 7,403,509
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WEST PATTERSON FINANCING AUTHORITY
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE

BUDGET TO ACTUAL

WEST PATTERSON BUSINESS PARK
FOR THE YEAR ENDED JUNE 30, 2015

REVENUES

Interest income
Miscellaneous revenues

Total Revenues

EXPENDITURES
General government
Total Expenditures

Excess (deficit) of revenues over (under)
expenditures

Net change in fund balance

Fund Balance - July 1, 2014

Fund Balance - June 30, 2015

Budgeted Amounts

Variance with

Final Budget
Favorable
Original Final Actual (Unfavorable)
8,200 $ 8,200 $ 9,011 $ 811
505,495 505,495 505,845 350
513,695 513,695 514,856 1,161
11,000 11,000 656,567 (645,567)
11,000 11,000 656,567 (645,567)
502,695 502,695 (141,711) (644,406)
502,695 $ 502,695 (141,711) $ (644,406)
3,002,591
$ 2,860,880
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MANN « URRUTIA « NELSON CPAs & ASSOCIATES, LLP
GLENDALE ¢ ROSEVILLE * SACRAMENTO e SOUTH LAKE TAHOE » KAUAI, HAWAII

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

Members of the Board of Directors
West Patterson 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 the major funds of West Patterson
Financing Authority, as of and for the year ended June 30, 2015, and the related notes to the financial statements, which
collectively comprise West Patterson Financing Authority's basic financial statements, and have issued our report thereon
dated October 27, 2016.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered West Patterson Financing 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 West Patterson Financing Authority’s internal control. Accordingly, we do
not express an opinion on the effectiveness of West Patterson Financing Authority's internal control.

A deficiency in intemal 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 entity’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 may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether West Patterson Financing 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 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 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 entity’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
entity’s internal control and compliance. Accordingly, this communication is not suitable for any other purpose.

M T LV

Sacramento, California
October 27, 2016
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