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PATTERSON PUBLIC FINANCING AUTHORITY
STATEMENT OF NET POSITION

JUNE 30, 2014

ASSETS

Restricted cash and investments (Note 3) $ 75,776,189

Total Assets $ 75,776,189

LIABILITIES AND NET POSITION

Current Liabilities
Bonds payable - current portion (Note 5) $ 1,176,661

Total Current Liabilities 1,176,661

Bonds payable - long-term (Note 5) 76,471,964

Total Liabilities 77,648,625

Net Position
Restricted for debt service 75,776,189
Unrestricted (77,648,625)

Total Net Position (1,872,436)

Total Liabilities and Net Position $ 75,776,189

See accompanying notes to the basic financial statements.
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PATTERSON PUBLIC FINANCING AUTHORITY
STATEMENT OF ACTIVITIES

JUNE 30, 2014

Program Revenues

Expenses
Charges for

Services

Capital Grants
and

Contributions
Net Revenue/

(Expense)
Governmental activities:

Cost of issuance $ 1,989,809 $ - $ - $ (1,989,809)
Amortization of discounts 28,446 - - (28,446)
Interest on long-term liabilities 2,384,697 - - (2,384,697)

Total Governmental Activities $ 4,402,952 $ - $ - (4,402,952)

General Revenues:
Investment income 2,463,355

Total general revenues 2,463,355

Capital contributions to the City of
Patterson (567,895)

Change in net position (2,507,492)

Net Position, July 1, 2013 635,056

Net Position, June 30, 2014 $ (1,872,436)

See accompanying notes to the basic financial statements.
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PATTERSON PUBLIC FINANCING AUTHORITY
MAJOR FUNDS

BALANCE SHEET
JUNE 30, 2014

ASSETS
PPFA 2013 HR

Revenue Bonds
PPFA 2013

Authority Bonds

Total
Governmental

Funds

Restricted cash and investments $ 882,251 $ 1,131,626 $ 2,013,877
Investment held in trust 4,347,791 69,414,521 73,762,312

Total Assets 5,230,042 70,546,147 75,776,189

LIABILITIES AND FUND BALANCES

Fund Balances
Restricted 5,230,042 70,546,147 75,776,189

Total Fund Balances $ 5,230,042 $ 70,546,147 $ 75,776,189

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

Bonds payable $ (77,648,625)

Net position of governmental activities $ (1,872,436)

See accompanying notes to the basic financial statements.
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PATTERSON PUBLIC FINANCING AUTHORITY
GOVERNMENTAL FUNDS

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES 
FOR THE YEAR ENDED JUNE 30, 2014

PPFA 2013 HR
Revenue Bonds

PPFA 2013
Authority Bonds

Total
Governmental

Funds
REVENUES

Interest income $ 133,952 $ 2,329,403 $ 2,463,355

Total Revenues 133,952 2,329,403 2,463,355

EXPENDITURES

Cost of issuance 204,761 1,785,048 1,989,809
Capital outlay 59,340 508,555 567,895
Debt service:

Principal 4,795,000 145,000 4,940,000
Interest and fiscal charges 238,433 2,146,264 2,384,697

Total Expenditures 5,297,534 4,584,867 9,882,401

Deficiency of revenues under expenditures (5,163,582) (2,255,464) (7,419,046)

OTHER FINANCING SOURCES (USES)

Bond discount - (853,389) (853,389)
Bond proceeds 4,963,568 73,655,000 78,618,568

Total Other Financing Sources 4,963,568 72,801,611 77,765,179

Net change in fund balances (200,014) 70,546,147 70,346,133

Fund balances - July 1, 2013 5,430,056 - 5,430,056

Fund balances -  June 30, 2014 $ 5,230,042 $ 70,546,147 $ 75,776,189

See accompanying notes to the basic financial statements.
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PATTERSON PUBLIC FINANCING AUTHORITY
RECONCILIATION OF STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE 

TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2014

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

Net change in fund balances - total governmental funds $ 70,346,133

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 567,895
Capital contributions to the City of Patterson (567,895)

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 4,911,554
Issuance of long-term liabilities (78,618,568)
Bond discount and premium costs 853,389

Change in net position of governmental activities $ (2,507,492)

See accompanying notes to the basic financial statements.
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PATTERSON PUBLIC FINANCING AUTHORITY
NOTES TO BASIC FINANCIAL STATEMENTS

JUNE 30, 2014

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. The Reporting Entity

The Patterson Public 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 City.  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 as well as to invest into WPFA & Heartland Ranch municiple bonds.

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 - invested in capital assets, net of related
debt; 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:

Major Governmental Funds

The City reported the following major governmental funds in the accompanying financial statements:

PPFA 2013 HR Revenue Bonds - This fund is used to account for the debt service payments, investment income, and
projects related to the 2013 Heartland Ranch Revenue Bonds.

PPFA 2013 Authority Bonds - This fund is used to account for the debt service payments, investment income, and
projects related to the 2013 Authority Bonds.
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PATTERSON PUBLIC FINANCING AUTHORITY
NOTES TO BASIC FINANCIAL STATEMENTS

JUNE 30, 2014

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

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.

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.
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PATTERSON PUBLIC FINANCING AUTHORITY
NOTES TO BASIC FINANCIAL STATEMENTS

JUNE 30, 2014

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

D.  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.  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. 

E.  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. 

F.   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.  
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PATTERSON PUBLIC FINANCING AUTHORITY
NOTES TO BASIC FINANCIAL STATEMENTS

JUNE 30, 2014

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

G.  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.

H.  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.
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PATTERSON PUBLIC FINANCING AUTHORITY
NOTES TO BASIC FINANCIAL STATEMENTS

JUNE 30, 2014

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 

PPFA 2013 HR Revenue Bonds $ 4,522,768
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PATTERSON PUBLIC FINANCING AUTHORITY
NOTES TO BASIC FINANCIAL STATEMENTS

JUNE 30, 2014

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, 2014 were classified in the accompanying financial statements as follows:

Unrestricted Restricted Total

Governmental activities $ - $ 75,776,189 $ 75,776,189

Cash and investments were carried at fair value as of June 30, 2014 and consisted of the following:

Amount

Cash with fiscal agent $ 2,013,877
Investments 73,762,312

Total cash and investments $ 75,776,189

Authorized Investments of the Authority

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.

Authorized Investment Type
Maximum
Maturity

Maximum
Percentage of

Portfolio

Maximum
Investment in

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
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PATTERSON PUBLIC FINANCING AUTHORITY
NOTES TO BASIC FINANCIAL STATEMENTS

JUNE 30, 2014

NOTE 3: CASH AND INVESTMENTS (CONTINUED)

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.

Authorized Investment Type
Maximum
Maturity

Maximum
Percentage
of Portfolio

Maximum
Investment in

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

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, 2014:

Remaining Maturity 
12 months or

less 1-5 years 6-10 years Thereafter Fair Value

Municipal obligations (HR) $ 257,188 $ 1,567,997 $ 1,900,050 $ 622,556 $ 4,347,791
Municipal obligations (WPFA) 805,988 5,231,282 8,812,309 54,564,942 69,414,521

Held by fiscal agent:
Money market funds 2,013,877 - - - 2,013,877

Total $ 3,077,053 $ 6,799,279 $ 10,712,359 $ 55,187,498 $ 75,776,189

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, 2014.
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PATTERSON PUBLIC FINANCING AUTHORITY
NOTES TO BASIC FINANCIAL STATEMENTS

JUNE 30, 2014

NOTE 3: CASH AND INVESTMENTS (CONTINUED)

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

Municipal bonds (HR) $ 4,347,791 N/A N/A N/A
Municipal bonds (WPFA) 69,414,521 N/A N/A N/A
Held by fiscal agent:

Money Market Funds 2,013,877 N/A AAAm Aaa

Total $ 75,776,189

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. 

As of June 30, 2014, investments in any one issuer (other than U.S. Treasury securities, mutual funds, and external
investment pools) that represent 5% or more of total entity investments are as follows:

Issuer Investment Type Amount

City of Patterson (Heartland Ranch) Municipal bonds $ 4,347,791
West Patterson Financing Authority Municipal bonds $ 69,414,521

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. 

 
15



PATTERSON PUBLIC FINANCING AUTHORITY
NOTES TO BASIC FINANCIAL STATEMENTS

JUNE 30, 2014

NOTE 4: CAPITAL ASSETS

Capital asset activity for the fiscal year ended June 30, 2014 was as follows:

July 1, 2013 Additions Disposals June 30, 2014
Governmental Activities

Capital assets not being depreciated

Construction in progress $ - $ 567,897 $ (567,897) $ -

Disposals consisted of capital contributions to the City of Patterson. 
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PATTERSON PUBLIC FINANCING AUTHORITY
NOTES TO BASIC FINANCIAL STATEMENTS

JUNE 30, 2014

NOTE 5: LONG-TERM LIABILITIES

The following is a summary of debt transactions of the Authority for the year ended June 30, 2014.  The Authority
issued each of the respective bonds and notes for and on behalf of the City of Patterson.

Balance 
July 1, 2013 Additions Reductions

Balance
 June 30, 2014

Due within
one year

Governmental Activities 

2002 Heartland Ranch Revenue Bonds 4,795,000 - (4,795,000) - -
2013 Heartland Ranch Revenue Bonds - 4,963,568 - 4,963,568 321,661
2013 PPFA Series A Bonds - 67,190,000 (135,000) 67,055,000 800,000
Discount on bonds - (853,389) 28,446 (824,943) -
2013 PPFA Series B Bonds - 6,465,000 (10,000) 6,455,000 55,000

Total Governmental Long- Term
Liabilities $ 4,795,000 $ 77,765,179 $ (4,911,554) $ 77,648,625 $ 1,176,661

Governmental activities future debt obligations at June 30, 2014 consisted of the following: 

2013 Heartland Ranch Revenue Bond

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 bond.  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 rates on the bonds is 3.73 percent.  Principal payments are due annually beginning
on September 2, 2014.  The notes are secured by a first pledge of the investment revenues and funds on deposit in
the Bond Fund, Reserve Fund, and Special Tax Fund.  The outstanding balance of the 2013 Heartland Ranch
Revenue bonds at June 30, 2014 was $4,963,568.

2013 Heartland Ranch Revenue Bond
Years Ended 

June 30, Principal Interest Total

2015 $ 321,661 $ 179,142 $ 500,803
2016 350,836 166,600 517,436
2017 373,583 153,090 526,673
2018 385,717 138,929 524,646
2019 397,349 124,324 521,673

2020 - 2024 2,219,634 383,321 2,602,955
2025 - 2029 914,788 61,043 975,831

Totals $ 4,963,568 $ 1,206,449 $ 6,170,017
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PATTERSON PUBLIC FINANCING AUTHORITY
NOTES TO BASIC FINANCIAL STATEMENTS

JUNE 30, 2014

NOTE 5: LONG-TERM LIABILITIES (CONTINUED)

2013 PPFA Series A Bond

On August 14, 2013, the Authority issued $67,190,000 of special tax refunding bonds (Senior Series 2013A) to
purchase, in part, the 2013-A1, 2013-A2, and 2013-B special tax bonds Issued by the West Patterson Financing
Authority.  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 3.00 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 2013 PPFA Series A bonds at June 30, 2014 was $67,055,000.

2013 PPFA Series A Bond
Years Ended 

June 30, Principal Interest Total

2015 $ 800,000 $ 3,522,900 $ 4,322,900
2016 1,040,000 3,495,300 4,535,300
2017 1,110,000 3,463,050 4,573,050
2018 1,235,000 3,421,700 4,656,700
2019 1,345,000 3,370,100 4,715,100

2020 - 2024 8,450,000 15,878,006 24,328,006
2025 - 2029 11,970,000 13,321,675 25,291,675
2030 - 2034 15,595,000 9,629,194 25,224,194
2035 - 2039 20,305,000 4,623,719 24,928,719
2040 - 2044 5,205,000 149,644 5,354,644

Totals $ 67,055,000 $ 60,875,288 $ 127,930,288

2013 PPFA Series B Bond

On August 14, 2013, the Authority issued $6,465,000 of special tax refunding bonds (Subordinate Series 2013B) to
purchase, in part, the 2013-A1, 2013-A2, and 2013-B special tax bonds Issued by the West Patterson Financing
Authority.  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 5.875 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 2013 PPFA Series B bonds at June 30, 2014 was $6,455,000.

2013 PPFA Series B Bond
Years Ended 

June 30, Principal Interest Total

2015 $ 55,000 $ 377,616 $ 432,616
2016 80,000 373,650 453,650
2017 85,000 368,803 453,803
2018 100,000 363,369 463,369
2019 110,000 357,200 467,200

2020 - 2024 770,000 1,664,975 2,434,975
2025 - 2029 1,155,000 1,383,122 2,538,122
2030 - 2034 1,545,000 985,678 2,530,678
2035 - 2039 2,040,000 472,644 2,512,644
2040 - 2044 515,000 15,128 530,128

Totals $ 6,455,000 $ 6,362,185 $ 12,817,185
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PATTERSON PUBLIC FINANCING AUTHORITY
NOTES TO BASIC FINANCIAL STATEMENTS

JUNE 30, 2014

NOTE 5: LONG-TERM LIABILITIES (CONTINUED)

Total Governmental Activities:

Total Governmental Activities Long-Term Liabilities
Years Ended 

June 30, Principal Interest Total

2015 $ 1,176,661 $ 4,079,658 $ 5,256,319
2016 1,470,836 4,035,550 5,506,386
2017 1,568,583 3,984,943 5,553,526
2018 1,720,717 3,923,998 5,644,715
2019 1,852,349 3,851,624 5,703,973

2020 - 2024 11,439,634 17,926,302 29,365,936
2025 - 2029 14,039,788 14,765,840 28,805,628
2030 - 2034 17,140,000 10,614,872 27,754,872
2035 - 2039 22,345,000 5,096,363 27,441,363
2040 - 2044 5,720,000 164,772 5,884,772

Totals $ 78,473,568 $ 68,443,922 $ 146,917,490
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PATTERSON PUBLIC FINANCING AUTHORITY
NOTES TO BASIC FINANCIAL STATEMENTS

JUNE 30, 2014

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, 2014, fund balances were comprised of:

PPFA 2013 HR
Revenue Bonds

PPFA 2013
Authority Bonds Total

Restricted:
Debt service 5,230,042 70,546,147 75,776,189

Total Restricted 5,230,042 70,546,147 75,776,189

Total Fund Balance $ 5,230,042 $ 70,546,147 $ 75,776,189

NOTE 7: TRANSFERS TO THE CITY OF PATTERSON

During the year ended June 30, 2014, $567,895 was transferred to the City of Patterson for various capital projects. 
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PATTERSON PUBLIC FINANCING AUTHORITY
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE

BUDGET TO ACTUAL
PPFA 2013 HR REVENUE BONDS

JUNE 30, 2014

Budgeted Amounts

Original Final Actual

Variance with
Final Budget

Favorable
(Unfavorable)

REVENUES

Interest income $ 134,452 $ 134,452 $ 133,952 $ (500)

Total Revenues 134,452 134,452 133,952 (500)

EXPENDITURES

Cost of issuance 204,761 (204,761)
Capital outlay 454,567 454,567 59,340 395,227
Debt service:

Principal - - 4,795,000 (4,795,000)
Interest and fiscal charges 320,199 320,199 238,433 81,766

Total Expenditures 774,766 774,766 5,297,534 (4,522,768)

Excess (deficit) of revenues over (under)
expenditures (640,314) (640,314) (5,163,582) (4,523,268)

OTHER FINANCING SOURCES (USES)

Bond proceeds 1,101,213 1,101,213 4,963,568 3,862,355

Total Other Financing Sources
(Uses) 1,101,213 1,101,213 4,963,568 3,862,355

Net change in fund balance $ 460,899 $ 460,899 (200,014) $ (660,913)

Fund Balance - July 1, 2013 5,430,056

Fund Balance - June 30, 2014 $ 5,230,042
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PATTERSON PUBLIC FINANCING AUTHORITY
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE

BUDGET TO ACTUAL
PPFA 2013 AUTHORITY BONDS

JUNE 30, 2014

Budgeted Amounts

Original Final Actual

Variance with
Final Budget

Favorable
(Unfavorable)

REVENUES

Interest income $ 2,322,903 $ 2,322,903 $ 2,329,403 $ 6,500

Total Revenues 2,322,903 2,322,903 2,329,403 6,500

EXPENDITURES

Cost of issuance - - 1,785,048 (1,785,048)
Capital outlay - - 508,555 (508,555)
Debt service:

Principal - - 145,000 (145,000)
Interest and fiscal charges 3,952,364 3,952,364 2,146,264 1,806,100

Total Expenditures 3,952,364 3,952,364 4,584,867 (632,503)

Excess (deficit) of revenues over (under)
expenditures (1,629,461) (1,629,461) (2,255,464) (626,003)

OTHER FINANCING SOURCES (USES)

Discount and cost of issuance on debt
proceeds 3,247,090 3,247,090 (853,389) (4,100,479)

Bond proceeds 3,247,090 3,247,090 73,655,000 70,407,910

Total Other Financing Sources
(Uses) 3,247,090 3,247,090 72,801,611 66,307,431

Net change in fund balance $ 1,617,629 $ 1,617,629 70,546,147 $ 65,681,428

Fund Balance - July 1, 2013 -

Fund Balance - June 30, 2014 $ 70,546,147
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OTHER REPORTS







PATTERSON PUBLIC FINANCING AUTHORITY
SCHEDULE OF FINDINGS AND RESPONSES

JUNE 30, 2014

The following findings are reported for the year ended June 30, 2014.

Finding 2014-01: Year End Close (Material Weakness)

Criteria

An effective internal control system and timely financial reporting provides reasonable assurance for the safeguarding
of assets, the reliability of financial information, and compliance with laws and regulations.

Condition

During the performance of the audit, we noted that the processes utilized for closing and reporting of financial activity
for the fiscal year year ended June 30, 2014 were not effective, which contributed to the delayed closing of the
Authority's trial balances.  Additionally we noted major differences in revenue, net assets, and investments which
ultimately required adjustments to correct.

Cause

The Authority does not have adequate controls in place to ensure accounting records are closed timely and
accurately.

Recommendation

We recommend that the Authority incorporate review procedures and checklists over the Authority's financial
reporting process to ensure accurate and complete preparation of the Authority's financial statements.

Management Response: 

The City is in agreement with this finding and recommendation. The City has struggled with competing demands in
the department and the loss of key personnel such as the Finance Director. The City began hiring an interim Finance
Director in September 2015 and a permanent new Finance Director in February 2016 with increased skills, expertise
and knowledge of municipal finance. Since then the new Finance Director has been dealing with a number of
substantial City’s needs such as preparation of FY 2016-2017 Budget with compressed timeline, FY 2014 Single
Audit and PPFA Audit. As the City increased activities in both operations and borrowings, the volume of transaction
activities and account analysis increased without increase in resources in Finance. Management has reviewed year
end close process and improvement has been made and establish the following in fiscal year 2016:

 Establish Year-end close procedure and checklist for fiscal year 2016.
 Identify critical due dates and develop a listing of assignment. 
 Hold periodic meetings to monitor the progress of assignments and responsibilities.
 Conduct management review of financial statements and audit schedules prior to presenting them to the

auditor.
 Thorough review and segregation of duties in journal entry preparation, review, and approval.
 Finance Director has proposed an additional staff Accounting Technician during FY 2016-17 Budget and

was asked to bring back to mid-year budget review due to funding priority and constraint.



PATTERSON PUBLIC FINANCING AUTHORITY
SCHEDULE OF FINDINGS AND RESPONSES (CONTINUED)

JUNE 30, 2014

Finding 2014-02: Implement Additional Funds (Material Weakness)

Criteria

The implementation of fund accounting will segregate accounting records from the parent government, and provide
accurate financial records for the Authority.

Condition

Management had extreme difficulty in producing an accurate trial balance as a result of the Authority's financial
activity being comingled with the City of Patterson's accounting records.  As a result, numerous adjusting journal
entries were necessary to amend the original trial balance.

Cause

Management had not established seperate accounting records for the Patterson Public Financing Authority.

Recommendation

We recommend the City establish a new fund to timely and seperately track the Authority's activity within the City of
Patterson's accounting records.

Management Response: 

The City is in agreement with this finding and recommendation. Finance staff created the following funds to track
PPFA activities at the end of FY 2015:

Fund 205 PPFA 2013 HR Authority Bonds

 To record debt service payment.
 To record interest expense and income.
 To track capital project expenditures.


Fund 206 HR R D Loc Oblig Bonds GASB 34

 To track investment activities of the Local Obligation Bonds.
 To track drawing of investment account to fund debt service payment.
 To record interest/dividend income


Fund 252 PPFA 2013 WPFA Authority Bonds

 To record debt service payment.
 To record interest expense and income.
 To track capital project expenditures.


Fund 253 PPFA 2013 WPFA Authority Bond GASB34

 To track investment activities of the Local Obligation Bonds.
 To track drawing of investment account to fund debt service payment.
 To record interest/dividend income



PATTERSON PUBLIC FINANCING AUTHORITY
SCHEDULE OF PRIOR YEAR FINDINGS AND RESPONSES

JUNE 30, 2014

There were no findings reported for the fiscal year ended June 30, 2013.




