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CITY OF AMERICAN CANYON

Finance Department Gateway to the Napa Valley

April 18, 2008

To the Honorable Mayor, Members of
the City Council

City of American Canyon

American Canyon, California

INTRODUCTION

The City follows a policy of preparing a complete set of financial statements in
conformity with accounting principles generally accepted in the United States of
America after the end of each fiscal year. These financial statements are audited by a
licensed certified public accounting firm. The financial statement audit has been
completed and we hereby issue the Comprehensive Annual Financial Report of the City
of American Canyon for the fiscal year ended June 30, 2007,

This report consists of management’s representations concerning the finances of the
City of American Canyon. Consequently, management assumes full responsibility for
the completeness and reliability of all of the information presented in this report.  To
provide a reasonable basis for making these representations, management of the City
of American Canyon has established a comprehensive internal control framework that is
designed both to protect the City's assets from loss, theft, or misuse and to
communicate sufficient reliable information for the City of American Canyon’s financial
statements in conformity with U.S. generally accepted accounting principles. Because
the cost of internal controls should not outweigh their benefits, the City of American
Canyon's comprehensive framework of internal controls has been designed to provide
reasonable rather than absolute assurance that the financial statements will be free
from material misstatement. As management, we assert.that, to the best of our
knowledge and belief, this financial report is complete and reliable in all material

respects.

The City of American Canyon's financial statements have been audited by Terry E.
Krieg CPA, a licensed certified public accounting firm. The goal of the independent
audit was to provide reasonable assurance that the financial statements of the City of
American Canyon for the fiscal year ended June 30, 2007, are free of material
misstatement. The independent audit involved examining, on a test basis, evidence
supporting amounts and disclosures in the financial statements; assessing the
accounting principles used and significant estimates made by management; and
evaluating the overall financial statement presentation. The independent auditing firm
concluded, based upon the audit, that there was a reasonable basis for rendering an
unqualified opinion that the City of American Canyon’s financial statements for the fiscal

300 Crawford Way, American Canyon, CA 94503 » (707) 647-4364 = FAX (707) 642-1249 - cityhall@ci.american-canyon.ca.us

LEON GARCIA JOAN BENNETT DON CALLISON CINDY COFFEY ED WEST
Mayor Vice Mayor Cauncilmember Councilmember Councilmember



year ended June 30, 2007, are fairly presented in conformity with accounting principles
generally accepted in the United States of America. The independent auditor's report is
presented as the first component of the financial section of this report.

This report contains financial information and data using the financial reporting format
established for governments by the Governmental Accounting Standards Board
(GASB). The GASB sets accounting and financial reporting standards for governments
in the United States of America. The City implemented a new financial reporting format
in accordance with GASB Statement Number thirty-four beginning in fiscal year ended
June 30, 2003, in order to stay in conformance with accounting principles used by

Governments in the U.S.A.

GASB Statement Number thirty-four requires that management provide a narrative
introduction, overview, and analysis to accompany the basic financial statements in the
form of Management's Discussion and Analysis (MD&A). This letter of transmittal is
designed to complement the MD&A and should be read in conjunction with it. The City
of American Canyon's MD&A can be found immediately following the report of the

independent auditors.
PROFILE OF THE CITY AND ITS OPERATIONS

The City of American Canyon is a relatively new City and was incorporated in 1882.
The City is located at the Southern end of the wine growing region known as the Napa
Valley, and the City is in close proximity to the San Francisco Bay and related wetlands

area.

The City's population is 16,031 as of January 1, 2007, as estimated by the California
State Department of Finance. The City, predominantly a residential community, had a
relatively stable population from 1992 through 2001. However, over the past few years,
over 3,200 residential building and commercial construction permits were issued
causing a spike in the City’'s population. During this time the City made significant
progress in improving its infrastructure. Vital portions of the City's recycled water
distribution system have bsen completed and the system will be put into service as
soon as the storage tank is completed. Operational improvements {0 the Wastewater
Treatment Plant were undertaken and have been completed. Currently, the City is
contemplating expansions to both the water and wastewater treatment plants.

The City operates under a council-manager form of government. Policy making and
legislative authority are vested in the City Council consisting of the Mayor and four other
elacted Council members. The Council's responsibilities include passing ordinances,
adopting the City budget, appointing committees, and hiring the City Manager, Finance
Director, Attorney and other Department Heads. The City Manager is responsible for
carrying out the policies and ordinances of the City Council, for overseeing the daily
operations of the City, and for appointing other employses and otherwise managing
daily operations of the City. The City Council is comprised of five members and is
clectad on a non-partisan basis. The voters passed a measure to directly elect the



Mayor to two year terms beginning in 2008. The other Council members serve four year
staggered terms, with two members and the Mayor elected every two years.

The City provides a full range of municipal services including police and fire protection
services, construction and maintenance of City streets, storm drains, bridges and similar
infrastructure type assets; park maintenance, and community recreation activities. In
terms of business type activities, the City operates its water and wastewater systems in

a fashion similar to private businesses.

The City's annual budget serves as the foundation for the City of American Canyon’s
financial planning and control system. Each year, all City departments submit requests
for appropriations to the City Manager. The Manager uses these requests as a starting
point for developing a proposed budget. The Manager presents his proposed budget to
the Finance Sub-Committee followed by a presentation to the City Council sach year,
‘The Council holds public hearings on the proposed budget and then ultimately adopts a
formal budget. The budget is adopted by fund, function, and department. During the
fiscal year the City Manager and Council periodically review the City's actual financial
activity in relationship to the original budget, and as necessary, amend the original

budget to reflect changing needs.

Budget to actual comparisons are provided in this report for each governmental fund for
which an appropriated annual budget has been adopted. The general fund and fire
district operations fund comparisons, designated as the City's major funds under the
GASB No. 34 reporting standards, are pressnted as required supplementary information
in a separate section of this report immediately following the notes to the financial
statements.  For the City's other governmental-type funds, a budget to actual
comparison schedule is presented as optional information in the section of this report
containing combining financial statements and individual fund schedules.

FACTORS AFFECTING FINANCIAL CONDITION

The information presented in the financial statements is perhaps best understood when
it is considered in relationship to the City's specific environment and the City's plans for

the future,

Local Economy

With the continuing general economic slowdown and the downturn in the housing sector
in 2007, the rate of residential growth in the City of American Canyon has slowed.
However, according to Napa County Assessor John Tuteur, commercial growth hit an
all time high in American Canyon. This growth was fueled by major projects like the
Walmart Supercenter and surrounding businesses in the Napa Junction mixed use
project. The City posted a 14.8 percent increase in value or about $312 million. The
opening of anchor tenant Walmart, in September 2007, boosted business at Napa
Junction and helped offset declines in building industry related businesses which have
been key contributors to the local economy in the past few years.

Vi



in October 2006, the 133 room Gaia Napa Valley Hotel opened in the City of American
Canyon. It was tho first hotel in the United States to earn the gold rating for its energy
and environmental design features throughout the property. This was the city’s second
hotel opening in recent years and two more hotels are in the planning stages.

The Napa Valley School District has been working diligently on the new American
Canyon high school which will be American Canyon's biggest civic project to-date and
will help defins the City. It is estimated that the 2,200 student school will cost $129.2
million and will be funded by Measure G, a $183 million bond issus approved by the
voters in November 2006. The City has made this landmark project a pricrity and is
partnering with the School District whenever possible to keep it on schedule. Project
plans, which also include a middle school for 700 students, incorporate a 400 seat
performing arts theater, library, gymnasium, swimming pool, tennis courts, basketball
courts, all-weather track, football and soccer fields. It is anticipated that the high school

will open in the fall of 2010 while the middle school, the second in American Canyon,

will open about two years later.

The City of American Canyon police and Fire Protection District staff recently moved
into their new $8.5 million 17,000 square foot public safety building which was
completed in July 2007. The City and Fire District accumulated sufficient reserves so
that no debt was incurred to construct the facility.

Due to the economic down cycle, the collection of fees and charges for services relating
to building psrmits, design reviews, engineering services, and impact fees has
noticeably slowed.  Governor “Schwarzenegger and the State Legislature have
continued to struggle with the State’s budget deficit of about $17 billion. The Governor
has considered various options to reduce the deficit which included across the board
cuts to state programs, cutting back state mandates to cities, delaying distribution of gas
tax revenues to cities, and terminating the COPS program which has provided
supplemental money to law enforcement agencies to buy high tech squipment or other
items which they otherwise could not afford.

In November 2004, the voters of California approved Proposition 1A, an amendment fo
the state constitution which included various provisions to protect local government
revenues. Prior to this protection, the State, in past years, during times of fiscal
hardship, shified or "borrowed” local revenues to balance its budget. This practice
created havoc with local government finances. One of the key protections in Prop 1A
was to prohibit the State from shifting property taxes unless the Governor issued a
proclamation of “severe fiscal hardship” and complied with certain other restrictions.
Under Prop 1A, the state must repay all amounts shifted and interest within three years.
The State may "borrow” local agency revenues beginning in fiscal year 2008-20089. In
January 2008, the Governor invoked the “severe fiscal hardship” clause but has not yst
propesed “borrowing” local revenues. ‘ ’

viii



With the commercial growth, the City has enjoyed a modest increase in overall sales tax
revenues. The increases realized due to the Napa Junction Project businesses have
been partially offset by decreases in local building and construction related businesses.
Economists are predicting that the housing market will be slow through most of 2008
and likely into 2009 so the City will be challenged to manage its finances conservatively.

The City is located at the Southern end of Napa Valley which it an ideal place to iive
especially for individuals desiring to be employed in the Napa-Vallejo area or in the
communities surrounding the Northern part of the San Francisco Bay

Long-Term Financial Pianning

The City had been hopeful that the economy would begin recovering from a modest
downturn in 2007 but a recovery has not materialized. Nationally, there has been a

o~ df
siuggish real estate market coupled with serious mortgage credit problems which have

had a negative impact on the economy throughout most of the Country including the
City of American Canyon. Economists do not have a consensus that there is a
recession but virtually all agree that there is a slowdown. In the past few years, the City
of American Canyon has enjoyed increases in property tax revenues of ten to fifteen
percent. However, the number of home sales and resales has dramatically dropped and
as a result, it is predicted that property tax revenues will be flat until the economy
improves the last part of 2008 or 2009.

The housing sector has had major impacts on the economy both nationally and locally.
The housing industry provides jobs to construction trade workers, building material
sellers, reaitors and morigage related workers. Property taxes on homes generate
unrestricted general fund revenue which is critical for the City in delivering services to its
residents. Home construction also generates sales taxes from building material sales
but due to the economic downturn, substantially less revenues have been generated

from building supply outlets.

The Association of Bay Area Governments (ABAG) described their economic outlook of
the regional as guarded in anticipation of a weak 2008 but with economic growth
stabilizing at a low level by year end. ABAG projects that incomes will grow slightly
more than inflation in the coming year. The City expects its major revenue sources,
property tax and sales tax, to remain fairly flat until the economy improves.

The City's capital projects program provides for the construction and maintenance of a
mix of street, water, wastewater and park projects throughout the City. During fiscal
year -2006-2007, the City completed ten major capital improvement projects totaling
almost $9 million. Key projects completed were:

v 14" Waterline Replacement -$1,419,700 — Replaced 50 year old water main
between the Napa County Airport and Napa Junction Road '



v Broadway Realignment - $1,282,100 — Aligned Broadway south of American
Canyon Road

v' Hanna Bridge - $1,443,000 - Completed Hanna Drive to allow for final
development of the Green Island Industrial Park

v Wastewater Pond Liner - $1,189,952 - replaced the lining of the overflow and
sludge ponds at the Wastewater Treatment Plant to keep wastewater from

leaching out

The City's water and wastewater enterprises were in financial difficulty in fiscal 2007
because there had not been a rate increase in seven years. An analysis revealed that
rates, which must pay for all costs of running the treatment plants, repairing or replacing
pipes in the ground and accumulating funds for the eventual plant replacement, were
not sufficient to pay for ongoing operations. Additionally, there was concern that there
will not be sufficient reserves available to complete key capital projects, both expansion
and replacement, to meet future water needs. To address these needs, City staff, with
the assistance of consulting staff from Bartle Wells Associates, analyzed the finances
and capital needs of the water and wastewater enterprises. Operating costs were
analyzed to determine revenue requirements and a list of essential capital projects was
prepared. In April 2007, in order to get community feedback and buy-in about rate
adjustments and additional investments in capital projects, the City formed a Blue
Ribbon Committee (BRC) on Water Resources from a cross section of the community
including developers, short and long time residents, and the business community. They
were charged with examining a number of complex issues related to water -~ sources,
use, treatment, distribution, conservation, recycling, flood control, and ultimately, how it
is returned to the environment. Various Sub-Committees were formed including a
Finance Sub-Commitiee, to examine historical and current finances. The Sub-
Committee reviewed revenues and costs of operations for the past several years and
considered adjustments to rates and to capacity fees fo fund expansion related capital
projects. The Finance Sub-Commitiee recommendations were presented to the full BRC
which, in October 2007, recommended to the City Council, rate and fee increases to
help ensure that customers’ future water needs will be met. In December 2007, the City
Council approved the BRC recommendations to adjust rates over three to four years

and fees.

The general fund ended fiscal year 2008-2007 with a §7.9 million fund balance, some of
which can be used for future capital improvements. Additionally, the City has
accumulated about $4.9 million in various impact fee funds. This maoney is dedicated for
~future capital projects, including street infrastructure, parks, affordable housing and fire
facilities. While these financial resources are currently available to meet the City's long-
range needs, the City routinely evaluates its capital and infrastructure improvement
needs annually as part of the budget process and may find it necessary to obtain long-
term debt financing to complete planned projects.



Cash Resources and Practices

During the year, about eighty-eight percent of idle cash was invested by the City in the
Staie of California Local Agency Investment Fund, a pooled investment arrangement
among California governments. Ancther eleven percent was invested with the Napa

County Investment pool.

The City ended the fiscal yeaf with $ 31.3 million in cash and investment holdings. This
amount is sufficient to enable the City to move forward into the new fiscal year, conduct
operations, and embark upon the planned capital asset improvement programs.

Risk Management

The City limits its exposure to losses from unfavorable events, employee injuries, and
from the risk of damages to City property by participating with other governments in an
insurance pool wherein the risk of substantial monetary loss is transferred from the City
to the insurance pool. Further information about this arrangement is included in the

notes to the financial statements.

Long-Term Debt Administration

In 2007, the City, entered into a lsase financing arrangement for $6.7 million to
purchase a commercial office building located in the north part of the City, just off
Highway 29. The City is in the process of selecting a general contractor to construct
tenant improvements in order to convert the building to the new city hall. As a resuit of
this debt, the City’s long-term debt obligations outstanding increased to $38.2 million.
For the most part, the remaining debt is loans, leases and bonds entered into by the
City to acquire sufficient funds to upgrade or construct water and wastewater facilities
and systems and to construct an aquatic and recreation facility.

All debt service payments were made as required during the fiscal year, and all required
reserves and debt service covenants were complied with by the City.

Pension Benefits

The City directly participates in the Public Employees Retirement System (PERS) of the
State of California for all employees. The City funds each year’s required contribution to
the regular and public safety plans as determined by the PERS based upon actuarial
information. The City expects that required employer contributions will continue to
increase in future years because PERS investment returns have not met goals.
Additionally, the City is considering increased contributions to fund retiree health
benefits. Additional information about the City’s pension plan is included in the notes to

Xi



the financial statements and the required supplementary information section of this
report.

Challenges for Fiscal 2007

In fiscal 2008, the City expects to develop a plan to fund retiree health care costs.
Governmental Accounting Standards Board Statement No. 45 requires the City to
convert from a “pay as you go” method of recognizing expenses to a full accrual method
beginning in fiscal 2009. Any difference between the annual required contributions, as
determined by an independent actuary, and amounts contributed to an irrevocable trust,
must be recognized in the City's financial statements. Other challenges will be to
prioritize civic, transportation, park, water and wastewater facility capital projects and to
develop a financing plan to pay for them. The City continues to work on preparation of a
comprehensive integrated water management plan and City Council directed goals.
Staff will continue ongoing efforts to improve customer service and to meet the future

needs of the citizens of this community.

Awards and Staff Confributions

The preparation of this report would not have been possible without the efficient and
dedicated services of the entire staff of the Finance and Administration departments.
We would like to express our appreciation to all members of the departments who
assisted and contributed to the preparation of this report. Credit must also be given to
the Mayor, Members of the City Council, and the City Manager for their continued
support for maintaining the highest standards of professionalism in the management of
the City of American Canyon'’s financial affairs.

Respmcﬁully Submitted,
WfZN/ ZJ/[;J/i
hi ’

~ Barry tley,
Finance Director
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Terry E. Krieg, CPA

Yt Ly ol Dysiaic . ren 3
Ceyified Public Accountant

independent A‘uditor’s Report

Honorable Mayor and Members
of the City Councll

City of American Canyon
American Canyon, California

| have audited the accompanying financial statements of the governmental activities, the business-type activities,
each major fund, and the aggregate remaining fund information of the City of American Canyon, California, (the City)
as of and for the year ended June 30, 2007, which collectively comprise the City's basic financial statements as listed
in the Table of Contents. These financial statements are the responsibility of the City of American Canyon's
management. My responsibility is to express an opinion on these financial statements based on' my audit.

| conducted my audit in accordance with auditing standards generally accepted in United States of America. Those
standards require that | plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on & test basis, evidence supporting
the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles
used and significant estimates made by management as well as evaluating the overall financial statement
presentation. | belisve that my audit provides a reasonable basis for my opinion.

In my opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, each major fund, and the aggregate
remaining fund information of the City of American Canyon, California, as of June 30, 2007, and the respective
changes in financial position and cash flows, where applicable, thereof for the year then ended in conformity with
accounting principles generally accepted in the United States of America.

The Management Discussion and Analysis and Budgetary Comparison Information on pages 2 through 11 and
pages 40 through 42 are not a required part of the basic financial statements but are supplementary information
required by accounting principles generally accepted in the United States of America . | have applied certain limited
procedures, which consisted principally of inquiries of management regarding the methods of measurement and
presentation of the required supplementary information. However, | did not audit the information and express no

opinion on it.

My audit was conducted for the purpose of forming an opinion on the financial statements that collectively comprise
the City of American Canyon's basic financial statements. The accompanying introductory section, combining
nonmajor fund financial statements and schedules, and statistical schedules are presented for purposes of additional
analysis and are not a required part of the basic financial statements. The combining nonmajor fund financial
statements and schedules have been subjected to the auditing procedures applied in the gudit of the basic financial
statements and, in my opinion, are fairly presented, in all material respects, in relation to the basic financial
statements taken as a whole. The introductory section and statistical schedules have not been subjected to the
auditing procedures applied in the audit of the basic financial statements and, accordingly, | express no opinion on

them.
As discussed in note 5E to the financial statements, the City in fiscal 2007 implemented the provisions of

Governmental Accounting Standards Board Statement Number 34 as that Statement relates to the retroactive
recording and r730rting in these financial statements of major infrastructure capital assets used in governmental-type

aciifities. /

b}
/f JAL y( (/\,Uéﬁ
Certified Public Accountaht

April 8, 2008

100 Stony Point Road, Suite 265 ¥ Santa Rosa, California 85401
. 707-544-5684 F:1707-544-5686 E: Kriegcpa@msn.com



MANAGEMENT'S DISCUSSION AND ANALYSIS
This section of the City of American Canyon's annual financial report presents our discussion and
analysis of the City's financial performance during the fiscal year that ended on June 30, 2007.
Please read it in conjunction with the City's audited financial statements, which foliow this section.

FINANCIAL HIGHLIGHTS

¢ The City's total net assets increased by about $8.8 million over the course of this years
operations after conducting all City operations and programs. The assets of the City exceeded
its liabilities by about $335.4 million at the end of the 2007 fiscal year. Of that amount, $14.8
million (the unrestricted net assets) may be usad to meet the City's ongoing obligations and
operating expenses for the next fiscal year, :

¢ Overall City-wide revenues from all governmental and business-type activities decreased by
about $25.8 million compared to the 2006 fiscal year for a 2007 total of about $37.2 million. Of
the $37.2 million, $2.1 million was from capital contributions of subdivision improvements
completed by developers and dedicated to the City's business type activities.

e The City's total expense of all programs in fiscal 2007 increased by about $2.6 million
compared fo the 2006 fiscal year for a 2007 total of about $28.4 million.

o The genéral fund reported a fund balance of $7.8 million at the end of the 2007 year. The Fire
District operations fund ended the 2007 year with a $2.2 million fund balance.

* The City also ended the fiscal year with $11.2 million reported in its propristary enterprise funds
(the amount of net asseis available for use both resiricted and unrestricted but excluding the
investment in capital assets net of related debt).The City's other governmental funds ended
2007 with about $25.07 million available for special purposes; primarily infrastructure and
capital asset additions.

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report consists of four parts — a management's discussion and analysis (this section),
the basic financial staterents, required supplementary information, and an optional section that
presents combining statements for nonmajor governmental funds and proprigtary funds. The
basic financial statements include two kinds of statements that present different views of the City:

e The first two statements are government-wide financial statements that provide both long-term
and short-term information about the City's overall financial status.

e The remaining statements are fund financial statements that focus on individual parts of the
City government, reporting the City's operations in more detail than the government-wide
statements.

- The governmental funds statements tell how gensral government services like public safety,
general government, community services, public works and sfreets were financed in the short
term as well as what remains for future spending.

- Proprigtary fund statements offer short- and long-term financial information about the
activities the government operates like businesses, such as the City's water, wastewater, and
transit systems.

The financial statements also include notes that explain some of the information in the financial
statements and provide more detailed data. The statements are followed by a section of required
supplementary information that further explains and supports the information in the financial
statements.  In addition to these required elements, we have included 2 section with combining
statements that provide details about our nonmajor funds, each of which are added together and
presented in single columns in the besic financial statements.



MANAGEMENT’S DISCUSSION AND ANALYSIS

Figure A-1 summarizes the major features of the City's financial statements, including the portion
of the City government they cover and the types of information they contain. The remainder of
this overview section of management's discussion and analysis explains the structure and

contents of each of the statements.

Figure A-1

Major Features of City of American Canyon's Government-Wide and Fund Financial Statements

Scope

Required financial
staternents

Government-Wide
Statements

Fund Statements

Governmental Funds

Proprietary Funds

Accounting basis and
measurement focus

Type of asset/liability
information

Type of inflow/outfiow
information

Entire City government

. Statement of net assets

. Statement of activities

Accrual accounting and
economic resources focus

All essets and liabilities, both
financial and capital, and shori-
term and long-term

All revenues and expenses
during year, regardiess of
when cash is received or paid

Governmenti-wide Statements

The activities of the City that
are not proprietary of fiduciary,
such as police, fire, streets.
general government, and
community services

. Balance sheet

. Statement of revenues,
expenditures, and
changes in fund balances

Medified accrual accounting
and current financial resources
focus

Only assets expected to be
used up and liabifities that
corne due during the year or
soon thereafter; no capital
assets included

Reverniues for which cash is
received during or soon afier
the end of the vear;
expenditures when goods or
services have been received
and payment is due during the
year or soon thereafter

Activities the City operates similar
fo private businesses: the water,
wastewater, and transit systemns

. Statement of net assets

- Statement of revenues
expenses, and changes in
net assets

. Statement of cash flows

Accrual accounting and economic
resources focus

All assets and liabilities, both
financial and capital, and short-
term and long-term

All revenues and expenses during
year, regardiess of when cash is
received or paid

The government-wide statements report information about the City as a whole using accounting
methods similar to those used by private-sector companies. The statement of net assets includes
alf of the City's assets and liabilities. All of the current year's revenues and expenses- are
accounted for in the statement of activities regardiess of when cash s received or paid.

The two govemment-wide statements report the City's net assefs and how they have changed.
Net assets — the difference between the City's assets and liabilities — is one way {o measure the
City's financial heatlth, or position.



MANAGEMENT'S DISCUSSION AND ANALYSIS

e« Over time, increases or decreases in the City's net assets are an indicator of whether its
financial health is improving or deteriorating, respectively.

The government-wide financial statements of the City are reported in two categories:

e Governmenial activities — All of the City’s basic services are included here, such as general
government, police,fire, streets, public works, and community services. Property taxes, sales
taxas, transient occupancy taxes, special and other taxes, user charges and fees and state,
local and federal grants finance these activities.

« Business-Type activities - The City charges fees to customers to help cover the costs of
certain services. The City's water, wastewater, and transit enterprises are reported here.

Fund Financial Statements

The fund financial statements provide more detailed information about the City's most significant

funds - not the City as a whole. Funds are accounting devices that the City uses to keep track of

specific sources of funding and spending for particular purposes.

» The City's major governmental funds, the general fund, fire district operations fund
\infrastructure and city capital projects funds, La Vigne and Road East debt service funds, and
the Begin Program fund are reported in separate columns and all other governmental funds are

aggregated in & single column.

« The City Council establishes other funds to control and manage money for particular purposes
(such as the City's capital project fund). Some funds are mainiained to demonstraie that the
City is properly using certain specific fees for their intended purpose (such as the City's impact
fee funds).Other funds are maintained for similar purposes but in addition, demonstrate the
City's ability to repay its long-term debt obligations such as bonds.

The City has two kinds of funds:

e Governmental funds — The City's basic services are included in governmental funds, which
focus on (1) how cash and other financial assets that can readily be converted to cash flow in
and out and (2) the balances left at year-end that are available for spending. Consequently, the
governmental funds statements provide a detailed short-term view that helps you determine
whether there are more or fewer financial resources that can be spent in the near future fo
finance the City's programs. Because this information does not encompass the additional long-
term focus of the government-wide statements, we provide additional information at the bottom
of the governmental funds statemnent, or on the subsequent page, that explains the relationship
(or differences) between them. :

e Proprietary funds - The City maintains two different types of proprietary funds. Enterprise funds
are used to report the same functions reported as business-type activilies in the government-
wide financial statements; the City's water, wastewater, and transit operations. Internal service
funds are an accounting device used to accumulate and allocate costs internally among the
City of American Canyon's various functions. The City uses an internal service fund to account
for its fleet of vehicles and administrative support services. Because these services
predominately benefit governmental rather than business-type functions, they have been
included within the govermnmental activities in the government-wide financial statements.
Proprietary funds provide the same type of information as the government-wide statements,
only in more detail. The proprietary fund statements provide separate information for the City's
water and wastewater operations, both of which are considerad to be major funds of the City.
The internal service funds are presented in a separate column alongside the totals for the City's
proprietary enterprise funds. :



MANAGEMENT'S DISCUSSION AND ANALYSIS

FINANCIAL ANALYSIS OF THE CITY AS A WHOLE

2006 and 2007. (See Table A-1.)

Current and
other assets

Capital assets
Total assets

Long-term debt
outstanding

Other liabilitias
Total liabilities

Net assets
invested in
capital assets

Restricted
Unrestricted

Net Assets. The City's combined net assets increased about $8.8 million between fiscal years
Table A-1
City of American Canyon's Net Assets
(in millions of doliars)
Total
Percentage
Governmental Activilies Business-Type Activities Total Change
2008 2007 2008 2007 2006 2007 2506-2007
§78.5 §72.6 $208 $13.1 $100.3 $85.7 -14,6%
226.8 248.11 52.5 81.7 279.3 310.8 11.3%
$306.3 $321.7 $73.3 $74.8 $379.6 $308.5 4.45%
$ 296 5355 $16.9 $ 18.0 $46.5 $53.5 15.1%
3.7 5.6 2.8 2.0 8.5 7.8 16.9%
$33.3 $41.1 $19.7 $20.0 $ 53.0 $61.1 15.28%
216.8 227.8 36.0 43.6 252.8 271.2 7.27%
41.3 427 13.7 6.8 55.0 483 -10.38%
14.9 10.3 3.9 4.6 18.8 14.9 -20.74%
$273.0 $ 280.6 $ 53.6 $ 54.8 $326.6 $335.4 2.69%

Total net assets

Net assets of the City's governmental and business-type activities increased 2.69 percent to
$335.4 million. About 81% of the net ‘assets of the City is represented by the City's net
investment in its capital assets such as buildings, land, equipment and facilities. The remaining
19% is essentially represented by cash, invesiments and receivables. About 88% of the City's
total - iiabilities are represented by long-term obligations including lsase revenue bonds,
assessment bonds, capital leases, and loans from the State of California.

Changes in net assets. The City's 2007 total revenues of about $37.2 million was $25.8 million
or 40.85% less than the prior year (See Table A-2.); this decline was a result of less land owner
contributions in fiscal year 2007 related to development activities.  Approximately 36% of the
City's revenues come from soms fype of tax inciuding property, sales, or other taxes. The
remainder comes from fees charged for services, state, local and federal aid, and contributions.
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FINANCIAL ANALYSIS OF THE CITY AS A WHOLE

The total cost of all programs and services in 2007 was about $28.4 million and includes a wide
range of services such as police and fire protection, streets, public works, general administration,
community services, water, wastewater and the support services operations.

The Sources of the City's major types of revenue and the areas where such resources are used
is shown below in summary graphic form:

Sources of Revenues for Fiscal Year 2007 i Functional Exptnses Fscal Year 2007

Sales png Other Taxes .
Al other

other taxes, 0%
7% | / O‘\arg:zs for program Generat
X‘ se:v :,’es Water angd 5% 15%
27% Sewer
3%

Property
taxes —
24%

Parks 8¢ pube works
Recreation 13%
B%

Grants and
contributions
36%

Governmental Activities

Revenues from all governmental type activities in fiscal year 2007 decreased by about $21.3
miliion compared to 2008. This was largely .due to capital contributions which went from $27.9
million in 2006 to $8.1 million in 2007. This was somewhat offset by a 12% increase in property

tax revenues within the City.

As illustrated by the above graph, the City's primary sources of revenue were charges for service
and capital contributions. About 27% of all City revenues came from water and wastewater
service fees, and impact fees which were collected upon the issuance of building permits.

The majority of the City's operating expenses for fiscal year 2007 were incurred to provide police
protection and fire protection services. These public safety departments account for 28% of the
City's total 2007 operating expenses while the water and wastewater enterprises total 31% of
expenses. The public works, planning, and street maintenance depariments account for 18% of
expenses while the remaining 23% was spent on parks and recreation programs and general City

administration.

When all operations were concluded, the governmental activities function generated a $7.5
million increase in net assets for 2007 compared to an increase of $30 million in the prior year.
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FINANCIAL ANALYSIS OF THE CITY AS A WHOLE

Table A-2
Changes in the City of American Canyon's Net Assets
(in millions of doliars)

: Total
Governmental Business Type Percentage
Activities Activities Total Change
2006 2007 2006 2007 2006 2007 2008-2007
Revenues
Program revenues ) )
Charges for services $ 7.4 $ 4.0 $ 6.3 $ 6.8 $ 13.7 $ 10.8 21.1%
Grants and
contributions 27.9 8.1 8.0 4.0 36.9 121 -67.2%
General revenues
Property taxes 8.3 9.3 0.0 0.0 8.3 9.3 12.0%
Saies and other :
taxes 24 2.8 0.0 0.0 2.4 2.6 8.33%
Other 1.7 2.4 0.0 0.0 1.7 2.4 41.18%
Total revenues 47.7 26.4 158.3 10.8 83.0 37.2 40.95%
Expenses
General government 2.0 2.1 0.0 0.0 2.0 2.1 5.00%
Palice services 37 4.2 0.0 0.0 3.7 4.2 13.51%
Fire services 2.9 3.4 0.0 0.0 2.8 34 17.24%
Public works 3.1 4.4 0.0 0.0 31 44 41.94%
Planning 2.4 2.1 0.0 0.0 2.4 2.1 ~12.50%
Recreation\parks 2.2 2.3 0.0 0.0 2.2 23 4.55%
Water 0.0 0.0 4.2 4.8 4.2 4.9 16.67%
Wastewater 0.0 a.0 3.8 3.5 3.8 35 -7.89%
Other 1.3 1.5 0.2 0.0 1.5 1.5 0.00%
Total expenses 17.6 20.0 8.2 8.4 25.8 28.4 10.07%
Excess {deficiency)
before transfers 30.1 6.4 7.1 2.4 37.2 8.8 -76.34%
Transfers -0.2 1.1 0.2 -1.1 0.0 0.0 -100.00%
increase(decrease}
in net assets 289 7.5 7.3 1.3 37.2 8.8 76.34%
Net assets,
beginning 243.1 273.0 46.3 53.6 288.4 326.6
Net assets, ending $ 273.0 $ 280.5 $ 538 $ 54.9 $ 326.6 $ 3354 2.69%




MANAGEMENT'S DISCUSSION AND ANALYSIS

FINANCIAL ANALYSIS OF THE CITY AS A WHOLE

Table A-3 presents the cost of each of the City's six largest programs - police, fire, public works,
parks and recreation, water and wastewater

e The cost of all programs this year was $ 28.4 million which, when compared to $25.8 million in
fiscal 2006, amounts to a 10.1% increase for the year. For governmental activities, program
costs increased in 2007 by about $2.4 million or about a 14.2% overall program cost increase.

Governmental Activities

e Users and contributors funded $12.1 miilion of the city's governmental activity program
expenses leaving the City to fund the other $7.9 million. This shortfall was a result of the
decrease in General Fund charges for services revenues of $743 thousand, a decrease in
Public Works revenues of $1.4 miliion, and a decrease in Planning revenues of $884 thousand
due to developer related activity. The City's governmental activities generated an additional
$14.3 million in tax revenues and general revenues. The expense of governmental services

was abserbed by:
~ Those who directly benefited from or used the programs (§ 4.0 million), and

- Other governments, organizations and developers that subsidized certain programs with
grants and contributions (about $ 8.1 miliion}. '

Table A-3
Cost of City of American Canyon's Programs
(in millions of dollars)

Percentage
Total Cost of Services Change
2008 2007 2006-2007
Paoiice § 37 & 42 13.5%
Fire 2.8 3.4 17.2%
Public works 31 4.4 41.9%
Parks & recreation 2.2 2.3 4.5%
Waier . 42 4.9 16.7%
Wastewater 3.8 3.5 -7.8%
All other 59 5.7 -3.4%
Tatal $ 258 $ 284 10.1%




MANAGEMENT'S DISCUSSION AND ANALYSIS

Business-Type Activities

$1.2 miliion of the total $8.8 million increase in net assets in 2007. Total business-type revenues
decreased 29 percent in 2007 which for the most part was caused by a $5 miliion decrease in
contributions and impact fees compared to the prior year. Without the $§ 4 million in capital

million loss before capital contributions. In fiscal 2008 this loss was $1.7 million.

The higher loss in fiscal year 2007 was caused by a $77 thousand increase in interfund charges
for services, a $217 thousand increase in depreciation expense, about a $37 thousand decrease
in personnel costs due to the resignation of the laboratory manager and backfiling the position
with a lower cost temporary worker. There was also a net decrease of $350 thousand in
maintenance and operations costs primarily caused by lower wastewater legal fees to settle
construction contract disputes.

FINANCIAL ANALYSIS OF THE CITY'S FUNDS

As the City completed the year, its governmental funds reported & combined fund balance of
$35.3 million, about $12.4 million less than last fiscal year. The City borrowed $6.7 million to
purchase Cabernet Village, a two story commercial office building. The City plans to convert it to
the new city hall. The City paid a $3.0 million down payment and sized the debt issue to include
capitalized interest for two years. The debt proceeds were allocated to a debt service fund for
future debt service payments and to the capital project funds to pay for tenant improvements,
furnishings, and equipment. Other major capital expenses during the year included $3.6 for a joint
police and fire public safety building, and $7.7 million for the construction of American Canyon

Road East.

Other General Fund transfers included $675 thousand for the City's recreation program fund and
$81 thousand was set aside for future retiree health care costs. At year end, the City's general
fund had a fund balance of $7.98 million. Of this amount, $3.8 million was designated for future
projects and unanticipated emergencies. The Fire District Operations Fund ended the 2007 fiscal

year with about $2.2 million available for future use.

in addition, the City's other governmental funds ended the fiscal year with a combined fund
batance of $25.07 million. Of this amount, $17.7 million is in capital projects and impact fee funds
which legally can only be used for capital assets and infrastructure. Another $1.8 is restricted for
use as debt service funds. The water and wastewater enterprises ended the year with $11.3
million in cash and investments available for future use.

General Fund Budgetary Highlights

Over the course of the year, the City Council revised the City budget many times. These budget
amendments were done throughout the year to avoid cost overruns, account for unanticipated
revenues, and fund new projects. Additionally, changes were made as a result of the mid year
budget review. At year end, including all adjustments, actual general fund expenditures were
$8.2 million less than final budget amounts but only $4.7 million less after subtracting the general
" contingency budget of $3.5 miliion. General fund expenditure budget changes were significant;
and amounted to $7.4 million or about a 36 percent increase over the original budget. This was
due to the debt incurred to purchase the commercial office building on Broadway which is going
to be the new city hall. The debt related transfers which were not included in the original budget,
were about $7 miliion. Without these transfers, General Fund had a 1.21% decrease in

expenditures over the original budget.
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CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

in order to comply with GASB Statement No. 34 provisions as a Phase 2 Implementation, the City
was required to capture the historical costs of its major assets put in service subsequent to fiscal
year 1980 and prior to June 30, 2002. The City coniracted with CBIZ Accounting, Tax and
Advisory Services, LLC to provide an infrastructure inventory and valuation of all-of the city's
infrastructure assets without regard to the date put in service. As a result of CBIZ's work,
infrastructure assats valuation, net of accumulated depreciation, increased $185.9 miliion.

During fiscal year 2008-07, the City's developers dedicated over $2.08 million in water and
wastewater system improvements as a result of growth within the City. At the end of 2007, the
City's investment in capital assets totaled $310.8 million, net of accumulated depreciation, for
land, vehicles, equipment, water treatment plant and distribution system, wastewater treatment
piant and coliection system and strests. (See Tabie A-4.) This represenis a net increase,
including additions and deductions during the year, of about $31.5 million, or 11.8 percent over
last year. Construction In Progress in governmental activities consists primarily of $7.7 million for
the American Canyon Road Widening Project and $6.8 million for the new City Hall Facility, the
Cabernet Village commercial office building. Construction in Progress in the business type
aciivities consists mainly of $1.9 million Wetlands Edge wastewater Force Main Replacement.
Additional information can be found on page 29 of the notes to the financial statements.

Table A4
City of American Canyon's Capital Assets

{net of depreciation, in millions of dallars)

Total
Percant
age
Gavernmental Activities Business-type Activities Total Change
2008-
2008 2007 20086 2007 2008 2007 2007
Land $7.0 $ 6.8 5186 $16 586 $ 84 -2.33%
Construction in
progress 56 18.8 1.6 2.8 7.2 228 213.88%
Buildings 3.4 12.6 55 53 8.9 17.8 101.12%
Machinery and
equipment 1.8 1.6 0.5 05 2.1 2.1 0.00%
iniernal Services )
Eguipment 0.6 0.7 - - 0.8 0.7 16.67%
Water utility system - - 22.7 274 22.7 27.4 20.70%
Wastewater system - - 20.6 241 20.6 24.1 16.92%
Infrastructure
system 208.6 207.6 - - 208.86 207.8 - 48%
Total § 226.8 $248.1 $ 52.5 $ 81.7 5278.3 $ 310.8 11.28%

Long - Term Debt

At the end of 2007, the City had $54 million in long-term debt obligations outstanding. Sixty-
seven percent relates solely to the City's governmental type activities while thirty-three percent
was applicabie to business type financing activities.

10
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As to the business-type activities, about $6 million was. capital lease type arrangements mostly for
the water system and the City's water rights. Also, there was a $1.56 million state loan for water
system improvements, a $8.4 million state revolving loan for construction of a new wastewater
treatment plant facility, and a $2 million loan from the City of Vallejo to purchase water rights to
an additional 1.15 MGD of water. The City has no bonded debt outstanding for its business-type

activities.

As fo governmental-type activities, the major long-term debt consists of $3.8 million of 2002 lease
revenue bonds issued to refund 1897 bonds fo construct the City gym and aquatic.center; $18.1
million of Infrastructure Revenus Bonds issued to pay for the American Canyon Road East
Widening Project; $7.0 milion of Reassessment bonds issued to refund limited improvement
obligation bonds- which residential developer used to pay connection fees for the LaVigne
development; $6.7 million of Capital lease financing which the City used to purchase Cabernat
Village, a commercial office building, for its new City Hall. The lease revenue bonds were paid
from general fund monies, the infrastructure reassessment revenue bonds were paid from special
assessments- levied upon: land -parcels, .and the City- Hall capital lease will be paid from debt

proceeds for the first two years. Additional information about the City's long-term obligations can
be found starting on page 31 of the notes fo the financial statements.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

For fiscal yesar 2008, general fund revenue projections have been unfavorably impacted by
slumping housing prices caused by the subprime mortgage crisis and slowing economy among
other factors.

For the past few years, the City has bensfitted from general fund revenues increases which were
driven in large part by the housing industry. In 2008, property taxes and sales taxes, key general
fund revenuss, are expected to post modest increases. There are no significant planned changes
in tax rates or in other forms of revenue subject to adjustment by the City. The City expects
general fund spending to equal revenues in fiscal 2008.

In 2007, the City contracted with a consulting firm to review its water and sewer user charges and
conneaciion fees to determine whether the City was recovering all its costs. A Blue Ribbon Citizen
Advisory Committee (BRC) was formed to provide an objective review and recommendation to
the City Council. After months of work reviewing the financial history for the past several years,
the BRC recommended rate and fee increases to the City Council. in December 2007, the City
Council approved rate and fee increases that would enable the water and wastewater enterprises
to pay their ongoing operating costs and provide the resources to begin accumulating reserves
for system replacement and expansion.

In 2008, the City expects the employer's share of retirement contributions to the PERS to
increase significantly as the PERS investment returns have declined in recent years and the
employer contribution rates are being raised to offsat the decline.

CONTACTING THE CITY'S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, investors and
creditors with a general overview of the City's finances and to demonstrate the City's
accountability for the money it receives. If you have questions about this report or need additional
financial information, contact the Finance Director, City of American Canyon, 300 Crawford Way,
American Canyon, California 94503. Note that in the Winter of 2008, City Hall will move to 4381
Broadway in American Canyon.
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CITY OF AMERICAN CANYON

Statement of Net Assets
June 30, 2007

Governmental Business Type
Activities Activities Total
ASSETS
Current assets:
Cash and cash eguivalents $ 15,877,871 $ 4,679,882 $ 20,557,853
Net receivables 3,540,580 1,221,308 4,761,886
Prepayments 378,196 653,830 1,032,128
Total current assets 19,798,747 6,555,118 26,351,885
Noncurrent a2ssets: ,
Restricted cash and cash equivalents 22,015,723 6,612,632 28,628,358
Receivables-long-term 28,824 694 - 28,924,694
Bond issuance costs 1,850,448 - 1,858,448
Capital assets not being depreciated 188,885,703 4,485,803 163,351,506
Capital assets being depreciated,net 60,208,211 57,211,804 117,418,015
Total nongurrent assets 301,881,778 68,200,239 370,182,018
Total assets ‘ $ 321,688,526 $ 74,845,357 $ 306,533,883
LIABILITIES
Current liabilities:
Accounts payable 5 3,101,031 $ 824,775 3 3,825,806
Accrued liabilities 1,525,171 470,970 1,996,141
Compensated absences 271,378 111,820 382,098
Unearned revenue - 134,398 134,398
Deposits - 151,918 151,819
Accrued interest payable 437,296 287,641 724,837
Bonds, loans and leases 838,147 1,340,004 2,179,241
Total current liabilities 6,174,023 3,321,417 9,405,440
Noncurrent liabilities:
Compensated absences 200,000 - 200,000
Claims and judgmeants 22,861 - 22,861
Bonds, loans and leases 34,698,404 16,686,363 51,384,767
Total noncﬁrrent liabilities 34,821,265 16,686,363 51,607,628
Total liabilities 41,095,288 20,007,780 61,103,068
NET ASSETS »
Invested in capital assets, net of related
debt 227,564,725 43,651,150 271,215,875
Restricted for:
Debt service 25,557,188 - 25,557,188
Capital projects - 6,384,613 6,612,832 13,007,245
Fire protection 1,023,500 - 1,023,500
Housing 5,044,000 - 5,944,000
Sireets and other purposes 2,759,167 - 2,758,167
Development and planning 1,104,081 - 1,104,081
Unrestricted 10,245,864 4,573,765 14,819,759
Total net assets 280,583,238 54,837,577 335,430,815
Total liabilities and net assets $ 321,688,526 $ 74,845357 $ 306,533,883

See accompanying notes to the basic financial statements
12




Functions/Programs

City government
Gavernmental activifies:

General government
Public safety:
Police protection
Fire protection
Public works
Planning and housing
Recreation
Parks
Interest on long-term debt

Total governmental activities
Business-Type Acrivities;
Water
Wastewater
Transit

Total business-type activitiss

Total City government

See accompanying notes to the basic financial statements

CITY OF AMERICAN CANYOQON
Statement of Activities
For the Fiscal Year Ended June 30, 2007

Program Revenues

Operating

Charges for Grants and

Capital Grants
and

Expenses Services Contributions Contributions
$ 2,137,443 $ 574407 $ -
4,166,984 195,088 122,211 -
3,402,248 840,819 41,510 -
4,363,248 825,802 1,004,466 853,299
2,070,303 1,030,340 5,944,000 -
1,508,326 344,223 - .
820,285 211,047 - -
1,494,237 - - -
19,064,053 4,021,528 7,112,187 853,288
4,907,860 3,901,103 - 1,681,375
3,508,085 2,901,454 - 2,249,655
19,778 5,351 9,009 -
8,435,703 5,807,948 8,009 3,941,030
$ 28,399,756 $10,828,474 $ 7,121,196 3 4,894,329

General revenues and transfers:
Taxes:
Property taxes
Fire district property taxes
Sales taxes
Other taxes
Other general revenues:

Motor vehicle in lieu fees not restricted to 2

a specific program

Unrestricted investment earnings

Other general revenues
Transfers :
Total general revenues and transfers

Change in net agsets
Net assets, beginning
Net assets, ending

13



Net (Expenses) Revenue and

Changes in Net Assets

City Government

Governmental Business-Type
Activities Activities Total

$ (1,583,036) 3 - $ (1,563,038)
(3,849,685) - (3,849,685)
(2,518,917) - (2,519,817)
(1,579,882) - (1,578,882)
4,904,037 - 4,804 037
(1,165,103) - (1,165,103)
(608,218) - (609,218)
{(1,484,237) - (1,494,237)
(7,877,041) - (7,877,041)
- 684,618 584,618
- 1,643,084 1,643,084
- (5,418) (5418)
- 2,322,284 2,322,284
(7,877,041) 2,322,284 (5,554,757)
6,416,082 - 6,416,082
2,940,497 - 2,840,487
1,784,124 - 1,794,124
784,213 - 784213
1,191,706 - 1,191,706
885,283 - 885,283
348,145 - 348,145
1,068,900 (1,068,900) -
15,428.060 {1,068,900) 14,380,080
7,551,818 1,253,384 8,805,303
273,041,319 53,584,183 328,625,512
$ 280,593,238 $ 54,837,577 $ 335,430,815
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CITY OF AMERICAN CANYON
Reconciliation of the Statement of Revenues,
Expenditures and Changes in Fund Balances of
Governmental Funds to the Statement of Activities
For the Fiscal Year Ended June 30, 2007

Net Change in Fund Balances - Total Governmental Funds 3 (12,377,855)

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

Governmental funds report capital outlays a5 expenditures.
However, in the statement of activities, the cost of those
assets is aliocated over their estimated ussful lives as
depreciation expense. This is the amount by which capital autlays
(§23,889,527) exceed depreciation ($1,570,728) in the current period. 22,418,798

Repaymenits of long-term debt principal is an expenditure
in the governmental funds, but the repayment reduces liabilities in the
statement of net assets. 773,408

Proceeds from long-term debt are recorded as inflows in the fund statements

increase liabilities in the statement of net assets (6,685,000)

Under the modified accrual basis of accounting used in governmental funds,

expenditures for debt issue costs recognized for transactions use

expendabie avaitable resources, However, in the statement of activities, which is

prepared on the accrual basis, bond issue cost are not reported as expenses but

are reported as assets in the statement of net assets 52,6808

Governmental funds report bond issuance costs as expenditures.
However, in the staiement of activities, theses costs are capitalized and amortized
over the life of the bond issue as an expenses {84,280)

Governmental funds report interest expenditures when due, but these costs
are accrued as an expense in the statement of net assets (19,601)

Governmental funds report compensated absences when payments are made or
are immediately due. However, in the statement of activitias these cosis are
recorded when incurrad. . (€5,803)

internal service funds are closed by charging additional amounts or reducing
charges to participating governmental activities to completely cover
the internal service fund's costs for the year 316,457

Long-term receivables are deferred in the funds until collected and
available for use. in the statement of aciiviities, no revenues are

recognized from the collection of receivables 3,233,190
Net differences ‘ 19,928,774
Change in Net Assets of Governmental Activities $ 7.551.91¢

See accompanying notes 1o the basic financiai statements
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ASSETS
Current assets:
Cash and cash eguivalents
Receivables(neat)
interest receivable
Due from other funds
Prepayments
Total current assets

Noncurrent assets:
Other assais:
Restricted cash and cash equivatents

Total other noncurrent assets
Capital assets:
Land
Equipment
Distribution-and collection systems
Construction in progress
Less accumulated depreciation

Net capital assets
Total noncurrent assets

Total assets

LIABILITIES
Current liabilities:

Accounts payable

Compensated absences

Claims payable

Other current liabilities

Deposiis

Deferred revenue

Internal balances-due io other funds
" Interest

Capital leases, agreements and loans

Total current liabilities

Noncurrent liabilities:
Capital leases, agreements and foans

Total noncurrent liabilities
Total liabilities

NET ASSETS

Invested in capita) assets, net of related debt

Restricted
Unrestricted

Total net assets

City of American Canyon
Statement of Net Assets
Proprietary Funds
June 30, 2007

Enierprise runds |
. Governmental
Nonmajor Activities- Internal
Water Wasiawater ransit Fund Totals Service Fund
$ 4,252,242 3 424666 § 2,874 3 4,679,882 $ 1,851,056 -
610,888 456,320 36 1,067,245 6,845
61,480 82,571 - 154,061 21,026
- 66,000 - 66,000 -
- 653,830 - 653,830 -
4,924 621 1,683,487 3.010 8,621,118 1,878,827
386,015 6,226,617 - 6,612,632
386,015 6,226,617 - 6,612,632 -
134,676 1,508,317 - 1,842,883 -
832,520 391,011 125,018 1,348,647 1,880,101
38,534,087 38,519,623 15,239 73,068,259 -
438,221 2,383,589 - 2,822,810 -
(11,488,647) (5,613,513) (102,542) (17,205,702) (1,284.266)
29,450,867 32,188,027 37,713 61,677,607 705,835
29,836,882 38,415,644 37,713 68.290,2398 705,835
$ 34761503 $40,109,131 § 40,723 . § 74,811,357 $ 2,684,762
3 413524 & 410,845 & 306 $ B24775 % 103,923
62,620 49,000 - 111,620 92,428
- - - - 22,861
38,667 431,074 329 470,870 46,189
117,263 34,6586 - 151,918 -
- 134,308 - 134,398 -
- 66,000 - 66,000 -
80,688 226,853 - 287 641 -
808,880 531,214 - 1,340,004 -
1,502,542 1,884,240 6835 3,387,417 265,402
8,620,522 8,065,831 - 16,686,363 -
8,620,532 8,085,831 - 16,688,363 -
10,123.074 2,850,071 635 20,073,780 265,402
- 20,021,455 23,581,982 37,713 43,651,150 705,835
386,015 8,226,617 - 6,612,632 -
4,230,859 340,461 2,378 4,573,785 1,713,525
$ 24838428 $30,158080 $ 40088 354837577 § 2418360

See accompanying notes to the basic financial staisments
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OPERATING REVENUES
Sales of water

Service fees
Miscellaneous

Total operating revenues

OPERATING EXPENSES
Maintenance and operations
Employee services

Interfund charges for services
Depreciation and amoriization

Total operating expenses
Operating income (loss)

NON-OPERATING
REVENUES (EXPENSES)
Operating subsidies

Gain on sale capital assets
Interest and investment ravenue
Interest expense

NEL Nonoperaung revenues
(expenses)

income (loss) before contributions

and transfers
Contributions and fransfers:
Capital contributions
Transfers out
Transfers in

Net contributions and transfers
Change in net assets

Total net assets, July 1

Total net assets, June 30

CITY OF AMERICAN CANYON
Statement of Revenues, Expenses, and Changes in Fund Net Assets

Proprietary Funds
For the Fiscal Year Ended June 30, 2007

l

Enterprise Funds

Governmental

Nonmajor Activities intemal

Water Wastewater Transit Fund Totals Service Fund
$ 3,448525 % -8 - 3 3,448 525 $ -
- 2,397,773 2,870 2,400,643 2,638,100

141,604 37,608 2,481 181,684 20,218
3,581,128 2,435,382 5351 6,031,882 2,668,318
1,735,631 877,398 6,138 2,819,187 1,151,757
1,031,839 821,828 828 1,854,206 1,137,008
637,100 474,000 - 1,111,100 N
887,649 896,421 13,012 1,977 082 208,528
4,372,219 3,268,648 18,778 7,661,645 2,487 292
{781,080) (834,266) {14,427) ~ (1,628,783) 171,026
- - 9,008 9,008 -

- ~ - - 85,575

308,974 466,112 - 776,086 79,858
(535,641) (238,417) - (774,058) -
(225,687) 227,685 8,008 11,037 145,431
{(1,008,757) (606,571) (5,418) (1,618,746) 316,457 '
1,681,375 2,249,855 - 3,841,030 -
(887,000) (681,900) - (1,368,800) -

- 300,000 - 300,000 -
1,004,375 1,887,755 - 2,872,130 -
(2,382) 1,261,184 (5,418) 1,253,384 316,457
24,640,811 28,897,876 45,506 53,584,183 2,102,803
$ 24638428 § 30,158,060 % 40,088 3 54,837,577 § 2,419,380

See accompanying notes to the basic financial statements
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For the Fiscal Year Ended June 30, 2007

CASH FLOWS FROWM OPERATING ACTIVITIES
Receipts from customers
Payments to suppliers
Payments to other funds for services
Payments from other funds for services
Payments to employees for services
Other operating receipts

Net cash provided by (used for)
operating activities -

CASH FLOWS FROM NONCAPITAL
FINANCING ACTIVITIES
Advances from other funds
Operating subsidies
Transfers to other funds
Transfers from other funds

Net cash provided by noncapital
financing activities

CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES

Proceeds from sale of capital assets

Capital contributions

Refund of capital connection fees

Proceeds from issuance long-term debt

Payments on long-term debt principal

interest paid on long-term debt

Purchases of capital asssts

Net cash provided by (used for) capital and
related financing aciivities

CASH FLOWS FROM INVESTING ACTIVITIES
interest receipts

Net cash provided by invesling activities

Net increase (decrease) in cash and
cash equivalents

Balances-beginning of the year

Balances-end of the year

CITY OF AMERICAN CANYON
Statement of Cash Flows

Proprietary Funds

Enterprise Funds

R Governmental
Nonmajor Activities-
Transit internal Service
Water Westewatar Fund Totals Fund
$ 3,296,582 3 2,244281 $ 2870 $ 5543743 % -
(1,620,871) (858,863) (6,896) (2,488,830) (1,231,881)
(637,100} (474,000) - (1,111,100} -
- - - - 2,638,100
{1,107,798) (1,087,549) (3,212) (2,178,589)  (1,100,744)
141,804 37,608 2,445 181,658 40,508
72,417 (118,512) (4,783) (50,888) 346,881
- - {66,454) {68,454) {25,0600)
- - 75,574 75,574 -
(687,000) (681,900) - (1,368,800) -
- 300,000 - 300,000 -
{687,000) (381.800) 9,120 (1,058,780) (25,000
- - - - 85,575
774,625 1,058,655 - 1,834,280 -
(1,400,000) - - (1,400,000) -
2,348,880 - 2,346,860 -
(645,403) - (1,032,477) - (1,677,880) -
(474,853) (478,596) - (951,549) -
{4,175,357) (4,147.876) - (8,323,233) (281,775)
(3,574,228) (4.597,284) - (8,171,522) (188,200)
321,208 456,263 - 787 471 66,878
321,208 466,283 - 787,471 66,878
(3,867,603) (4,631,443) 4,327 (B,484,718) 192,759
8,505,860 11,282,728 (1,353) 18,787,233 1,758,287
$ 4638257 § 6.651.283 § 2874 § 11202514 $ 1,951,056

Sees accompanying notes ta the basic financial staiements
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Reconciliation of operating income (loss) to
net cash provided by operating activities:
Operating income (loss)
Adjustments fo reconcile operating income to
net cash provided by operating activities:
Depreciation expense
Change in assets and liabilities:
Decrease(increase) in accounts receivable
Increase(decrease) in other liabilitiss
Increase(decrease) in accounts payable

Net cash provided by (used for)
operating activities

Noncash capital financing activities:

CITY OF AMERICAN CANYON
Statement of Cash Flows
Proprietary Funds

For the Year Ended June 30, 2007

l

Enterprise Funds

Governmental

. Activities-

Nonmajor Internal
Water Wastewater Transit Fund Totals Service Fund
$ (781,080) $ (834,266) 3 (14,427)  $(1,629,783) § 171,028
967,648 886,421 13,012 1,877,082 208,529

0

(159,969) - (33,468) (38) (183,474) 11,288
(68,833) (265,733) (758) (335,424) 36,262
114,760 18,635 (2,584) 130,711 (80,124)
3 72,417 $ (118.512) 3 (4,783) § (50,888) $ 346,981

During fiscal year 2007, the City accepted $916,750 in water system and $1,190,000 in wastewater system improvements

from developers.

See accompanying notes to the basic financial statements
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1.

CITY OF AMERICAN CANYON
Notes to the Basic Financial Statements
June 30, 2007

Summary of Significant Accounting Policies

A. Reporting Entity

The City of American Canyon is & municipal corporation governed by an elected five-member
City Council. The accompanying financial statements present the government and its component
units, entities for which the government is considered to be financially accountable.

The American Canyon Financing Authority and American Canyon Fire Protection District are
legally separate entities for which the City is financially accountable and they are governed by
the elected City Council. The Authority was formed to provide a method of financing public
improvements, and the Fire District became part of the City when it was incorporated in 1982.
The financial activities of the Authority and the Fire District are blended with those of the City and
are reported in the City's governmental funds, and as capital assets of the City and debt
obligations of the City. Component unit financial reports are not available because of the biending
of financial activities referred to in the preceding sentence.

B. Govermnmeni-wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net assets and the statement of
changes in net assets) report information on all of the nonfiduciary activities of the City. For the
most par, the effect of interfund activity has been removed from these statements. Governmental
activities, which normally are supported by taxes and intergovernmental revenues, are reported
separately from business-type activities, which rely to a significant extent on fees and charges for
support.

The statement of activities demonstrates the degree to which the direct expenses of a given
function or segment are offset by program revenues. Direct expenses are those that are clearly
identifiable with a specific function or segment. Program revenues include 1) charges to
customers or applicants who purchase, use, or directly benefit from goods, services, or privileges
provided by a given function or segment and 2) grants and contributions that are restricted to
meeting the operational or capital requirements of a particular function or segment. Taxes and
other items not properly included among program revenues are reported instead as general
revenues.Separate financial statements are provided for governmental funds and proprietary
funds. Major individual governmental funds and major individual enterprise funds are reported as
separate columns in the fund financial statements.

C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The government-wide financial statements are reported  using the economic  resources
measurement focus and the accrual basis of accounting, as are the proprietary fund financial
statements. Revenues are recorded when earned and expenses are recorded when a liability is
incurred, regardiess of the timing of related cash flows. Property taxes are recognized as
revenues in the year for which they are levied. Grants and similar items are recognized as
revenue as soon as all eligibility requirements imposed by the provider have been mst. :

Governmental fund financial statements are reported using the current financial ‘resources
measurement focus and the modified accrual basis of accounfing. Revenues are recognized as
soon as they are both measurable and available. Revenues are considered o be available when
they are collectible within the current period or soon enough thereafter to pay liabilities of the
current period. For this purpose, the government considers revenues to be available if they are
collected within B0 days of the end of the current fiscal period. Expenditures generally are
recorded when a liability is incurred, as under accrual accounting. However, debt service
expenditures, as well as expenditures related 1o compensated absences and claims and
judgments, are recorded only when payment is due:
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CITY OF AMEBERICAN CANYUN
Notes to the Basic Financial Statements
June 30, 2007

Note 1. Summary of Significant Accounting Policies (continued)

C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation
{Continued)

Property taxes, sales taxes, transient occupancy taxes, licenses, and interest associated with the
current fiscal period are all considered to be susceptible to accrual and so have been recognized
as revenues of the current fiscal period. - Only the portion of special assessments receivable due
within the current fiscal period is considered to be susceptible to accrual as revenue of the current
period. All other revenue items are considered to be measurable and available only when cash is

received by the government.
The City reports the following major governmental funds:

The General Fund is the government's primary operating fund. It accounts for all financial
resources of the general government, except those required to be accounted for in another
fund. The Fire District Operations fund is used o account for fire services provided by the
component unit fire protection district. The infrastructure Capital Projects fund is used to
account for bond proceeds restricted for street and road modernization projects. The City
Capital Projects fund used to account for major capital projects funded by other City sources.
The La Vigne and Road East Debt Service Funds are used to account for special
assessments collected for debt service, and the Begin Program Fund is used o ascount for
first-time homebuyer assistance program resources.

The City reports the following major proprietary funds as well as internal service funds:

The water fund accounts for the operations of the City's water treatment and distribution
system. The wastewater fund accounts for the operation of the City's wastewater treatment
plant and collection facilities. in addition, the City reports internal service funds used to
account for the City's general operating equipment and support services provided to other City
departments, on a cost reimbursement basis.

Private-sector standards. of accounting and financial reporting issued prior to December 1, 1888,
generally are followed in the governmeni-wide and proprietary fund financial statements to the
extent that those standards do not conflict with or contradict guidance of the Governmental
Accounting Standards Board. Governments also have the option of following subsequent private-
sector guidance for their business-type activities and enterprise funds, subject to this same
limitation. The government has elected not to follow subsequent private-sector guidance.

As a general rule the effect of interfund activity has been eliminated from the government-wids
financial statements. Exceptions io this general rule are payments-in-lieu of taxes and other
charges between the City's water and wastewater function and other functions of the City.
Elimination of these charges would distort the direct costs and program revenues reported for the
various functions concerned.

Amounts reported as program revenues include 1) charges to customers or applicants for goods,
services, or privileges provided, 2) operating grants and contributions, and 3) capital grants and
contributions, including special assessments. Internally dedicated resources are reported as
general revenues rather than as program revenues. Likewise, general revenues include all taxes.

Proprietary funds distinguish operating revenues and expenses from nonoperating items.
Operating revenues and expenses generally result from providing services and producing and
delivering goods in connection with the proprietary fund's principal ongoing operations. The
principal operating revenues of the City's enterprise and internal service funds are charges to
customers for sales and services. Operating expenses for the enterprise and internal service
funds include the costs of sales and services, administration costs and depreciation on capital
zssets. All revenues and expenses not meeting this definition are reporied as nonoperating

revenuss and expenses.
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CITY OF AMERICAN CANYON
Notes to the Basic Financial Statements
June 30, 2007

Note 1. Summary of Significant Accounting Policies (Continued)
D. Assets, Liabilities, and Net Assets or Equity

1. Depaosits and invesiments

The City is authorized by its most recent investment policy to invest in the State of California
Local Agency Investment Fund, the Napa County Treasurer's Investment Pool, U.S. Treasury
bonds, bills, and notes, obligations issued by US Government agencies, bankers acceptances,
repurchase agresments, and time deposits and savings and demand accounts. The City's cash
and cash equivalents are considered to be cash on hand, demand deposits, and short term
investments with original maturities of three months or less from the date of acquisition.

Investments for the City are reported at fair value. The State Treasurer's investment Pool and
County Investment Pool operate in accordance with appropriate state laws and regulations. The
reported value of the pools is the same as the fair value of the pool shares. The investment
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The City's policy is o report as restricted cash and investments amounts held by the City's
enterprise funds which amounts by law or other formal requirements can only be used for capital
improvements or betterments to the respective enterprise systems.

2. Receivables and Payables

Activity between funds that are representative of lending/borrowing arrangements outstanding at
the end of the fiscal year are referred to as either “due to/from other funds’ (i.e., the current
portion of interfund loans) or "advances to/from other funds” (i.e., the non-current portion of
interfund loans). All other outstanding balances between funds are reported as “due to/from other
funds.” Any residual balances outstanding between the governmental activities and business-type
activities are reported in the government-wide financial statements as ‘“internal
balances.’Advances between funds, as reported in the fund financial staiements, are offset by a
fund balance reserve account in applicable government funds to indicate -that they are not
available for appropriation and are not expendable available financial resources.

All trade and property tax receivables are not shown net of an allowance for uncollectibles. Long-
term notes receivable are reporied as assets in the governmental funds, but are offset by
deferred revenue amounts until collection is realized by the City and the coliections are available

for use in the funds.

Property taxes are levied as of March 1 on property values assessed as of the same date. State
statutes provide that the property tax rate be limited generally to one percent of market value, be
levied by only the County, and be shared by applicable jurisdictions. The County of Napa coliects
the taxes and distributes them to taxing jurisdictions on the basis of assessed valuations subject
to voter-approved debt Property taxes are due on November 1 and March 1, and becoms
detinquent on December 10 and April 10. The City receives property taxes pursuant o an
arrangement with the County known as the “Teeter Plan". Under the plan, the County assumes
responsibility for the collection of delinquent taxes and pays the full allocation to the City. The City
recognizes property tax revenues in the fiscal year in which they are due to the City.

3. Inventories and Prepaid ltems

All inventories are valuad at cost using the first-inffirst-out (FIFO) method. Inventories -of
governmental funds are recorded as expenditures when used or consumed.

Certain payments to vendors reflect costs applicable to future accounting periods and are
recorded as prepaid items in both government-wide and fund financial statements.
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CITY OF AMERICAN CANYON
Notes to the Basic Financial Statements
June 30, 2007

Note 1. Summary of Significant Accounting Policies (Continued)
D. Assets, Liabilities, and Net Assets or Equity (Continued)

4, Capital Assets

Capital assets, which include property, plant, equipment, and infrastructure assets (e.g., roads,
bridges, sidewalks, and similar items), are reported in the applicable governmental-type or
business-type activities columns in the government-wide financial statements. Capital assets are
defined by the government as assets with an initial, individual cost of more than $ 1,000(§50,000
for infrastructure type assets) and an estimated useful life in excess of one year. Such assets are
recorded at historical cost or estimated historical cost if purchased or constructed. Donated
capital assets are recorded at estimated fair market value at the date of donation. Under the
GASB 34 Iimplementation Rules, the City is a Phase 2 entity and was: not required {0 record
infrastructure assets existing or acquired prior to July 1, 2002 at the date these new financial

reporting standards were implemented. The City is required to record such infrastructure assets
orior fiscal year ending June 30, 2007, and the City has completed an inventory of its

pric tc the fis

infrastructure type assets; and has reported them in these financial statements.. The costs of
normal maintenance and repairs that do not add to the value of asset or materially extend assets

{ives are not capitalized.

Major outiays for capital assets and improvements are capitalized as. projects are constructed.
Interest incurred during the construction phase of capital assets of the business-type activities is
included as part of the capitalized value of the assets constructed.

Property, plant, and equipment of the City is depreciated using the straight line method over the
following estimated useful lives:

Assets Years
Buildings and improvemeants 20-30
Public domain infrastructure 50
System infrastructure-Utility 80
Vehicles and equipment 4-15

5. Compensated Absences

It is the government's policy to permit employees to accumulate earned but unused vacation. Al
vacation pay is accrued when incurred in the government-wide and proprietary fund financial
statements. A liability for these amounts is reported in the governmental funds only if they have
matured, for example, as a result of employee resignations and retirements.

6. - Long-term Obligations

In the government-wide financial statements, and the proprietary fund types in the fund financial
statements, long-term debt and other long-term obligations are reported as liabilities in the
applicable governmental activities, business-type activities or proprietary fund type statement of

net assels.
7. Fund Eguity

In the fund financial statements, governmental funds report reservations of fund balance for
amounts that are not available for appropriation or are legally restricted by outside parties for use
for a specific purpese. Designations of fund balance represent tentative management plans that

are subject to change.
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8. Comparative Data

Comparative total data for the prior year have been presented in order to provide an
understanding of the changes in net assets. Also, certain amounts presented in the prior year
data have besen reclassified to be consistent with the current years' presentation.

2. Reconciliation of Government-wide and Fund Financial Statements

A. Explanation of Certain Differences Between the Governmental Fund Balance Sheet
and the Government-wide Statement of Net Assets

The governmental fund balance sheet includes a reconciliation between fund balance — total

governmental funds and net assets ~ governmental activities as reported in the government-wide

statements of net assets. One element of that reconciliation explains that “capital assets are not

financial resources and are not reported . in the funds.” The details of this § 248,388,079
difference (exclusive on internal service fund net capital assets) is as follows:

Capital assets $ 2636

i5.2
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Net adjusiment to increase fund balance - fotal governmental
funds to arrive at net assets — governmental aclivities  §__248. 386,078

Another element of the reconciliation explains that "long-term liabilities” are not due and payable
in the current pericd and are therefore not reported in the funds. The details of this $38,353,796

difference are as follows:

Long-Term Debt Obligations and Related interest

Revenue bonds 3 3,380,000
Special assessment bonds 25,130,000
Capital lease obiligation City Hall Facility 8,625,000
Capital lease obligation Fire equipment 332,581
Accrued interest on bonds 437,296
Compensated absences ' 378.849

Net adjustment to decrease fund balance total governmental
Funds to arrive at net assets - governmental activities § ( 36353796)

B. Explanation of Certain Differences Between the Governmental Fund Statement of
Revenues, Expenditures, and Changes in Fund Balances and the Government-wide
Statement of Activities ,

The governmental fund statement of revenues, expenditures, and changes in fund balances
includes reconciiiation bstween net changes in fund balances ~ fotal governmental funds and
changes in net assefs of governmental activities as reported in the government-wide statement
of activities. One element of that reconciliation explains that “Governmental funds report capital
outlays as expenditures. However, in the staiement of activities the cost of these assets is
allocated over their estimated useful lives.and reported as depreciation expense.” The details of
this $ 19,828,774 difference and other significant components of the difference are as follows:

Capital outlay $ 23,889,627
Depreciation expense (1,570,728)
Proceeds of long-term debt (6,625,000)
Long-term receivables-deferred revenues 3,233,180
Other items 972.785

Net adjustment to increase nef changes in fund balances -
fotal governmental funds to arrive at changes in net assels
of governmental activifies 19829774
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CITY OF AMERICAN CANYON
Notes to the Basic Financial Statements
June 30, 2007

3. Stewardship, Compliance, and Accountability
A. Budgetary information

Annual budgets are adopted on a basis of consistent with generally accepted accounting
principles for all governmental funds and proprietary funds. Appropriations lapse at fiscal year
end. The appropriated budget is prepared by fund, function and department. The City Manager
may make transfers of appropriations within a department. Transfers between departments and
other changes require City Council approval. The legal level of control is the department and
fund level. The Council made supplemental appropriations during the fiscal year. Encumbrance
accounting is not employed in governmental funds. The expenditures budgets were exceeaded
by $33,667, $892, §5,848, $1,080,000, $79,157, $37,074, $1,178,562 and $830,599 in the Fire
Equipment, SLESF, abandoned vehicle, Begin Program; LaVigne, Lease, and Road East Debt
service funds, and Fire Mitigation funds respectively. These over expenditures were funded by
available resources,

4, Detailed Notes on All Funds

A. Deposits and investments
Deposits and investments at June 30, 2007 consisted of the following:

Pooled demand despots 3 884 510
Pooled investments 33,842,823
Investmenis with trustees 14 358.775

Total deposits and investments $49.186.208

Custodial Credit Risk - Deposits. Custodial credit risk is the risk that in the event of a bank
failure, the City's deposits may not be returned to it. The City's policy for deposits is that they will
be made only in instifutions in California, they shall be insured or collateralized with United
States backed securities, and time certificates of deposit shall have a maturity of less than three
years. At June 30, 2007, of the City's bank balances of $3,746,828, $ 3,446,828 was exposed to
credit risk as that amount was uninsured but secured by collateral held by the pledging bank's
agent but not in the name of the City.

Investments - At June 30, 2007, the City had the following investments.

Type Invesiment Average Maturity Fair Value

State of California Investment Pool 178 Days 3 30,181,274
Napa County Investment Pool 562 Days 3,651,648
Mutual Funds ~ First American Treasury 80 Days 14,358,775
Totals 3 48.201,698

Interest Rafe Risk - As a means of limiting its exposure to fair value losses arising from rising
interest rates, the City's investment policy limits the City's investment portfolic to maturities
prescribed in Sections 53600 through 53609 of the California Govarnment Code.

Credit Risk - State law limits investments in various securities to certain level of risk ratings issued
by nationally recognized statistical rating organizations. It is the City's policy to comply with State law
as regards securiies ratings. The City's investment in mutual funds was rated Aaa , and the State of
California Investment Pool and County of Napa Treasurer's Pool are unrated.

Custodial Credit Risk - For an investmant, custodial credit risk is the risk that, in the event of the
failure of a counterparty, the City will not be able to recover the value of its investments or collateral
securities that are in the possession of an outside party. Investments in mutual funds and external
investment pools are not subject to custodial credit risk because the City's investment is not
evidenced by specific securities. The City's investment policy specifies that securities are to be held
by a third party, other than the counterparty, in the City's name, whenever possible.
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CITY OF AMERICAN CANYON
Notes to the Basic Financial Statements
June 30, 2007

4. Detailed Notes on All Funds (Continued)

B. Receivables

Receivables as of year-end for the government's individual major and nonmajor funds in the
aggregate, net of the applicable allowances for uncoliectible accounts, are as follows:
General
Fund and Internal Nonmajor Total Water Nonmajor
Fire District Service Funds Governmental Wastewater Proprietary
Accounts $ 208,850 $ 6,845 $ 33,381 $ 249,186 $ 1,087,209 $ 36
Taxes 478,018 - - 478,018 - : .
interest 115,905 21,028 117,929 254,880 154,081 .
Governments - ‘ - 2,454,856 2,454,856 - .
Notes 277,735 - 8,933,089 7,210,825 -
Assessments ! - - 21,818,550 21,819,550 -
Totals §1.078.618 $ 27,871 $ 31,358,785 $ 32485275 § 1221270 $ 36

Notes receivable consists primarily of 30 year notes secured by second and third deeds of trust on
homes purchased by first-time homebuyers. Periodic payments of principal or interest are not
required. Principal and accrued unpaid interest is payable upon sale of the residence or upon other
specified conditions. The notes may be completely forgiven between years 26 through 30.

C. Interfund Transfers, receivables and payables
1. The composition of interfund transfers of June 30, 2007, is as follows:

Water City Capital Total
General Non-Major Fire District Wastewater Projects Transfers
Transfers in: Fund Funds Operations Fund Fund Out
Transfers Out:

General fund 3 - 51,620,637 $ - $ - $ 7,143,019 $ 8,683,856
Fire District Ops - 445 876 - - - 445876
Internal service - - - . _ A
Nonmajor funds 31,800 160,300 - 300,000 800,000 1,282,200
Nonmajor transit - - - - - -
Water fund 60,000 27,000 - - 600,000 687,000
Wasiewater fund 60,000 21.800 - - 500,000 681,900

Totals $151.900 $2,175.713 $ - $ 300,000 $ 9,143,019 $ 11,770,632

The primary transfers out of the general fund were $675,600 to subsidize recreation activities,
$7,143,019 to fund capital projects (the City hall facility), and $728,435 for lease revenue bonds and
capital lease debt service. The primary non major fund transfers out were $800,000 from the Civic
Facility Impact Fee Fund to the City Capital Projects fund for the City Hall facility project.

2. The composition of interfund balances was:

Receivable Fund Payable Fund Asset Liability
Storm drain 3 - $ 1,322,507
PG&E grant - 76,857
Other non-major funds - 96,961
Fire mitigation - 1,466,085
Total nonmajor governmental - 2,962,190
Nonmajor transit
internal service fund Purpose-temporary cash flow needs - -
General fund Purpose-temporary cash flow needs 1,588,363 86,668
Fire district operations fund Purpose -temporary cash flow needs 1,632,733 72,238
Totals $ 3,121,006 $ 3,121,098

The internal balances are all cash flow short term advances except for the advance made by the fire
district operations fund to the fire district fire mitigation fund for funding of the new safety facility.
That advance is to be repaid from future fire mitigation impact fees revenue.
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Notes to the Basic Financial Statements

June 30, 2067

4. Detailed Notes on All Funds (Continued)

D. Capital Assets

Capital asset activity relating to governmental activities for the year ended June 30, 2007 was as

foliows:

Governmental activities:
Capital assets, not being depreciated

Land
Infrastructure - street right of ways
Construction in progress

Total capital assets, not being depreciated

Capital assets, being depreciated:
Buildings
Machinery and equipment

Equipment- internal service fund

Infrastructure-streets and storm drains.
Total capital assets being depreciated
Less accumulated depreciation for:

Buildings

Machinery and equipment
Equipment-internal service
Infrastructure — streets and storm drains

Total accumulated depreciation
Total capital assets, being depreciated, net

Governmental activities capital assets, net

Beginning Ending
Balance Increases Decreases Balance
$ 7,039875 % - $ (260,370) $ 6,779,305
162,263,808 182,263,808
5,685,789 16,383,617  {2,236,816) 19,842.580
174,089,272 16,383,617 _ (2,497,186) 188,885,703
4,820,350 8,442 574 - 14,362,924
3,386,362 380,183 - 3,778,515
1,728,328 281,775 - 1,980,101
56,585,070 - - 56,585,070
86,620,108 10,084,502 - 76,714,610
(1,562,218) (192,983) - (1,755,181)
(1,888,247) (281,6158) - (2,169,862)
(1,075,737) (208,529) - {1,284,288)
(10.202,840) (1,096,150) - {11,299,080)
(14,729,142) (1,778,257) - (16,508,399)
51,890,966 8,315,245 - 60,206,211

$226,880,238

§24,708,862 $(2,497,188) $249,091.914

Construction in progress consists primarily of $8,705,975 for the American Canyon Road widening
project, $6,804,800 for the new city hall facility, and $1,527,100 for the wetlands restoration project.
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4. Detailed Notes on All Funds (Continued)

D. Capital Assets

Capital asset activity relating to business-type activities for the year ended June 30, 2007 was as

follows:

Beginning
Balance Increases Decreases Ending Balance

Business-type activities:
Capital assets, not being depreciated

Land $ 1642883 § - - 3% 1,642,883

Construction in progress 1,574,903 2,321,333 (1,073.426) 2,822,810
Total capital assets, not being depreciated 3,217,856 2,321,333 (1,073,428) 4 465 803
Capital assets, being depraciated:

Buildings 6,827,336 - - 6,827,336

Water treatment and distribution 32,028,375 5,670,060 - 37,598,435

Equipment 1,283,874 64,573 - 1,348,547

Wastewater treatment and collection 24,373,336 4,269,852 - 28,643,188
Total capital assets being depreciated 64,513,021 9,804,485 - 74 417,506
Less accumulated depreciation for:

Buildings (1,375,810) (197,454) - (1,573,364)

Water treatment and distribution (9,354,860) {813,153) - (10,168,013)

Equipment (811,432) (140,773) - (952,205)

Wastewater treatment and collection (3,686,418) (825,702) - (4,512,120
Total accumulated depreciation (15,228,620) (1,877.082) - {17,205,702)
Total capital assets, being depreciated, nst 49,284 401 7,927 403 - 57,211,804
Business-type activities capital assets, net  § 52502287 § 10248736 § (1,073,428) 3 81877607

Construction in.progress at year end consists primarily of water and wastewater line replacement

projects.
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Notes to the Basic Financial Statements
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4. Detalled Notes on All Funds {Continued)

D, Capital Assets (Continued)

Depreciation expense was charged to functions/programs of the City as follows:

Governmental activities:

General government 3 68,451
Public safety-fire 219,987
Pubfic safety-police 74,181
Parks and recreation 111,888
Infrastructure-Streets 1,088,150
Capital assets held by the City's internal service fund are charged
to the various functions based on their usage of the assets 208,528

Total depreciation expense-governmental activities

3 1,779,257

Business-fype activities:

Water 3 887,649
Westewater 898 421
Transit 13,012
Total depreciation expense-governmental activities % 1.877.082

E. Capital Leases - Business Type Activities

The City has entered intc two lease agreements with original amounts of $2,558,434 and
$7,308,527, respectively, as lessee for financing the acquisition of water and wastewater facilities,
distribution systems, and water capacity. The lease agreements qualify as capital leases for
accounting purpeses and, therefore, the original costs capitalized were recorded at $10,153,629 as
of the inception dates. The assets have been capitalized in the respective funds and the related
accumulated depreciation is recorded also in such funds. The future minimum lease obligations and

the net preseant value of these minimum lease payments as of June 30, 2005 were as follows:

Business-Type
Activities Water

Business-Type

Fiscal Year and Activities

Ending Wastewater Water North
June 30 Enterprises Bay Agueduct
2008 $ 158,766 $ 438,081
2008 138,088 437,885
2010 : - 437,888
2011 - 433,628
2012 418,588
2013-2017 - 2,150,941
2018-2022 - 2,008,786
2023-2027 - 1,884,355
2028-2032 - 1,685,341
2033-2035 - 940,488
Total minimum lsase payments 294,834 10,846,173
Less amounts represeniing interest (4,981) {5,100,973)

Net present value of

minimum lease paymenis $ 289,853 $5,745,200
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4, Detailed Notes on All Funds{Continued)
F. Long-Term Debt

Lease Revenue Bonds

The City's Financing Authority authorized the issuance of $4,230,000 of its 2002 Lease Revenue
Bonds to provide funds for refunding of the City's 1897 Lease Revenue Bonds. The Authority and
the City entered into a site lease and lease-back arrangement wherein the City, in substance,
acquired ownership of the facilities and is responsible for making payments in amounis sufficient to
pay debt service on the revenue bonds. The lease receivable and payable between the City and the
City's Financing. Authority have been eliminated from the accompanying financial statements. The
bonds bear interest at rates from 1.30 to 4.45 percent, and interest is payable each June 1and
December 1. Principal is due each June 1, through 2022, The City’'s general fund provides the
majority of funds for repayment of this obligation. Annual debt service requirements o maturity for
the 1882 Series Revenue Bonds are as follows:

Fiscal Year Principal Interest Total

2008 3 175,000 $ 139,762 $ 314,762
2009 175,000 134,950 309,850
2010 180,000 129,524 - 309,524
2011 190,000 123,485 313,485
2012 15,000 116,750 311,750
2013-2017 1,100,000 483,728 1,563,728
2018-202 1,385,000 108,228 1,664,225
Totals $ 3.380,000 51,307,434 $ 4,687,434

Reassessment Revenue Bonds with Governmental Commitment ,

In fiscal year 2005, the City's Financing Authority issued $7,255,000 in its Reassessmant Revenue
Bonds, Series 2004A, with an average coupon interest rate of 4.66 parcent to advance refund
$6,675,000 of outstanding 2001 Limited Obligation Improvement Bonds. The bonds are secured by
special assessments levied against properties within the District. The City is not obligated for
repayment of the bonds or for payment of interest on the bonds, although the City may, in its sole
discretion advance funds fo cure deficiencies, shouid any arise. Principal on the bonds is due each
September 2 through 2031, interest is payable sach September 2 and March 2, and the bonds bear
interest-at rates from 2.0 to 5.0 percent. .Future debt service on the bonds'is:

Fiscal Year Principal Interest Total

2008 3 170,000 $ 308,725 $ 476,725
2009 175,000 302,475 477,475
2010 175,000 298,100 473,100
2011 185,000 283,088 478,068
2012 180,000 284,082 474,082
2013-2017 1,080,000 . 1,310,655 2,370,655
2018-2022 1,305,000 1,088,319 2,374,319
2023-2027 1,835,000 733,002 2,368,002
2028-2032 2,105,000 273,625 2,378,825

Totals 3 7,000,000 3 4,871,051 $11,871,051
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4. Detailed Notes on All Funds(Continued)

F. Long-Term Debt(Continued)

infrastructure Revenue Bonds with Governmental Commitment

In fiscal year 2008, the City's Financing Authority issued $18,405,000 in its Infrastructure Revenue
Bonds, Series 2005. The bonds were issued for the purpose of providing financing to make major
street and road realignments and improvements. Under the arrangement, the component unit
Financing Authority sold its bonds and then used the proceeds to purchase Limited Obligation Bonds
issued by the City. The limited obligation bonds are the security for repayment of the Infrastructure
Revenue Bonds. The fransactions between the blended component unit Financing Authority and the
City have been eliminated from the financial statements.

The bonds are secured by special assessments levied against properties within the District. The City
is not obligated for repayment of the bonds or for payment of interest on the bonds, although the City
may, in its sole discretion advance funds to cure deficiencies, should any arise. Principal on the
bonds is due each Septerber 2 through 2036, interest is payable each September 2 and March 2,
and the bonds bear interest at rates from 2.95 to 5.1 percent.

Future debt service on the bonds is:

Fiscal Year Principal Interest Total

2008 3 320,000 $ 870,815 $ 1,190,815
2008 330,000 860,895 1,180,885
2010 340,000 848,675 1,189,675
2011 355,000 837,350 1,182,350
2012 365,000 823,594 1,188,584
2013-2017 2,075,000 3,831,729 5,906,729
2018-2022 2,685,000 3,276,188 8,871,188
2023-2027 3,315,000 2,565,089 5,880,009
2028-2032 4,220,000 1,627,283 5,847,283
2033-2036 4,215,000 443,573 4,658,573

Totals $ 18,130,000 $ 15,986,181 834,116,181
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4. Detailed Notes on All Funds (Continued)
F. Long-Term Debt{Continued)

Loans From Other Governménts

State of Caiifornia Davis-Grunsky Loan:

The City obtained a loan in an original amount of $2,050,000 from the State of California Department
of Water Resources under the Davis Grunsky Act for the purpose of financing water system
improvements. Payments are due each July 1 and January 1 through January 1, 2028. The loan
bears interest at 2.5 percent, and the loan is secured by a pledge to levy taxes or assessments in
amounts sufficient to payment debt service. The City makes repayments from its water enterprise
fund from available resources. Future debt service on the loan is:

Fiscal Year Principal interest Total

2008 $ 48,820 $ 33,042 3 81862
2008 49,836 31,826 81,662
2010 51,082 30,580 81,662
2011 52,358 28,303 81,662
2012 53,668 27,894 81,662
2013-2017 288,147 119,160 408,307
2018-2022 327,143 81,164 408,307
2023-2027 370,132 38,175 408,307
2028 321,464 1,082 323,456
Totals $ 1,583,451 $ 383,236 3 1,058,687

State of California Revolving Fund Loan

The City obtained a $10,008,812 loan from the State of California Department of Water Resources
under the State Revolving Loan Program for the purpose of obtaining financing to construction the
City's wastewater treatment plant. The loan bears interest at 2.7 percent and is secured by a pledge
of the City to maintain dedicated sources of revenue sufficient in amounts to provide for repayment
of the loan. Principal and interest on the loan is payable in annual instaliments due each January 15

through 2023. Future debt service is:

Fiscal Year Principal Interest Total
2008 $ 426,977 $ 226,854 $ 653,831
2008 438,505 215,426 853,831
2010 450,345 203,586 653,831
2011 462 504 191,427 ‘ 653,831
2012 474 952 178,939 653,831
2013-2017 2,574,397 685,258 3,269,655
2018-2022 2,941,222 328,433 3,289,655
2023 636,741 17,180 553,831
Totals $ 8,405,683 $ 2,057,213 $10,462.886




CITY OF AMERICAN CANYON
Notes to the Basic Financial Statementis

4, Detaiied Notes on All Funds {Continued)

F. Long-Term Debt (Continued)

Note Payable — City of Vallgjo

June 30, 2007

During the 2007 fiscal year, the City exercised an option to purchase additional water rights capacity
from the City of Valigjo. The option price was $2,346,860 for an additional 1.15 MGD of water. The

City has agreed to pay for this additional water capacity overfour fiscal years. The arrangement
provides for semi-annual payments of $324,588 with interest at & percent per annum as follows:

Fiscal Year Principal Interest Total

2008 535,755 $ 113,421 $ 649,176

2009 568,383 80,783 649,176

2010 602,098 48,178 649,176

2010 315,134 8,454 324,588

Totals $ 2,022,270 $ 249,848 $ 2,272,118

Changes in Long-term liabilities
Long-term debt activity for the 2007 fiscal year was as follows:
Beginning Ending Due Within
Ralance Additions Reductions Balance One Year
Governmenial
Activities:
2002 Lease Revenue
Bonds $ 3,545,000 $ - $ 165,000 $ 3,380,000 $175,000
Infrastructure revenue
Bonds 18,405,000 - 275,000 18,130,000 320,000
Reassassment Revenue :
Bonds 7,165,000 - 165,000 7,000,000 170,000
Capital Lease — Fire
Engines 500,857 - 168,406 332,551 174,147
Capital Lease — City Hall - 6,685,000 - 6,685,000 -
Compensated Absences 378,481 82,897 - 471,378 271,378
Claims 22,881 - - 22,881 -
Total $30,017,299 $ 8,787,897 § 773,408 $ 36,031,790 $1,110,525
Business-Type
Activities:
Capital Lease-NBA $ 5,008,403 3 - $ - 164,203 $ 5,745,200 $125,439
Capital Lease 577,265 - 287,412 289,853 143,343
Davis Grunsky State ,
Loan 1,622,398 - 58,047 1,563,451 48,620
Note Payable - 2,346,880 324,580 2,022,270 263,919
tate Revolving Fund '

Loan 8,821,434 - 415,751 8,405,683 426,977
Compensated Absences 114,080 111,620 114,080 111,620 111,620
Total $17,044 581 $ 2,458,480 $1,364 983 $18,138,079 $1,118,818
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CITY OF AMERICAN CANYON
Notes to the Basic Financial Statements
June 3@, 2007

4. Detailed Notes on All Funds (Continued)
G. Capital Leases - Governmental Type-Activities

in fiscal year 2005, the City's Fire District entered into a capital lease for the purpose of financing the
acquisition of new fire engines. The isase is a capital lease and the equipment has been capitalized
~ at $850,000 in the capital assets of the City's governmental acfivities. The lease bears interest at a
rate of 3.175 percent and is payable in annual installments through 2009. in fiscal 2007, the City and
its Financing Authority entered into a lease purchase arrangement for $6,685,000 to provide
financing for the acquisition, construction and improvement of faciiities to be used as a City Hall.
Future minimum lease obligations and the net present value of these minimum lease payments at

June 30, 2007 are:

Fiscal Year City Hall Facility Fire Equipment
2008 3 287,066 $ 184,389
2008 303,883 184,388
2010 473,953 -
2011 476,235 -
2012 473,063 -
2013-2017 2.380,250 -
2018-2022 2,373,300 -
2023-2027 2,376,200 -
2028-2032 2,371,823 -
Total minimum lease payments 11,515,943 368,798
Less amounts representing interest (4,820,843) (46.247)
Net prasent value of

minimum lease payments $ 6,625,000 $ 322,551

5, Other Information

A. Risk Management

The City is exposed to various risks of loss related to torts; theft of, damage to, and destruction of
assets: errors and omissions; and natural disasters for which the City carries insurance. The City
participates as a member of the ABAG Plan Corporation (The Plan).

Members of the Plan pool or transfer the risk of losses to the Plan. The Plan is self-insured for the
first $ 5 miliion in general liability losses and carries commercial excess insurance for an additional
$5 million. The uninsured risk of loss retained by the City for general liability claims is $25,000 per
incident. The Plan provides property insurance to members with a coverage of one billion per
occurrence for all members; and the Plan is self-insured for the first $100,000 per incident with the
excess provided by purchased insurance. The City is also covered by the Plan's Employee
Dishonesty coverage up to $ one million. Workers compensation insurance is provided by the State
Compensation Insurance Fund with coverage up to $ one million per claim; and the City has no
deductible for such claims. Insurance transactions are accounted for in the City's support service
internal service fund.

The component unit Fire Protection District of the City obtains general liability insurance through its
membership in the Fire Agencies Insurance Risk Authority. The District transfers the risk of loss to
the Authority and is covered by the Authority up to $8 million per occurrence with an aggregate limit
of $6 million. The Authority aiso provides property coverage with a limit of §5 million. The Fire
Association Self insurance Systam, a risk sharing pool, provides workers compensation insurance
coverage for the Fire District. The System is self-insured for the first $500,000 of each claim and
purchases commercial insurance excess coverage up to $ 5 million per claim, The District has no
deductible for such claims. :
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CITY OF AMERICAN CANYON
Notes to the Basic Financial Statements
June 30, 2007

5. Other Information (Continued)
A. Risk Management {Continued)

Liabilities of the City are reported in the statement of net assets for the governmental activities when
it is probable that a loss has occurred and the amount of the loss can be reasonably estimated.
Liabilities include an amount for claims that have been incurred but not reported (IBNRs). The result
of the process to estimate the claims liability is not an exact amount as it depends on many complex
factors, such as inflation, changes in legal doctrines, and damage awards. Accordingly, claims are
reevaluated periodically to consider the effects of inflation, recent claim settlement trends (including
frequency and amount of pay-outs), and other economic and social factors.

The estimate of the claims liability also includes amounts for incremental claim adjustment
expenses related to specific claims and other claim adjustment expenses regardiess of wheather
allocated to specific claims. Estimated recoveries, for example from salvage or subrogation, are
another component of the claims fiabiiity estimate. Sstiements have not excesded coverage for
gach of the past three fiscal years.

Changes in the balances of claims liabilities during the past two years are as foliows:

Year

Year Ended Ended
6/30/2006 6/30/2007
Unpaid claims, beginning of fiscal year $ 22,851 $ 22,861
fneurred claims (including IBNRs) 175,000 -
Claim payments (175,000) -
Unpaid claims, end of fiscal year ‘ § 22,861 § - 22861

B. Contingencies and Commitments

Litigation. The City is involved in fitigation incurred in the normal course of conducting City business.
Although the outcome of these lawsuits is not presently determinable, in the opinion of the City's
counsel the resolution of these matters will not have a material adverse affect on the financial

condition of the City.

Grants and allocations. Amounts received or receivabie from grant agencies are subject to audit and
adjustment by grantor agencies, principally the federal and state government. Any disaliowed claims,
including amounts already collected, may constitute a liability of the applicable funds. The amount, if
any, of expenditures that may be disallowed by the grantor cannot be determined at this time,
although the City expects such amounts, if any, to be immaterial,



Ul Y U AMERIGAN CANTUN
Notes to the Basic Financial Statements
June 30, 2007

5. Other information (Continued)

C. Public Employees Retirement System

Plan Description. The City of American Canyon contributes to the California Public Employees
Retirement System (PERS), a cost sharing multiple-employer, public employee, defined benefit
pension plan. PERS provides retirement and disability benefits, annual cost-of-living
adjustments, and death benefits to plan members and beneficiaries. PERS acts as 2 common
investment and administrative agent for participating public entities within the State of California.
Benefit provisions and all other requirements are established by the State statute and City
ordinance. The PERS issuss publicly available financial reports that includes the financial
statements and required supplementary information for the PERS.Copies of PERS annual
financial report may be obtained from their executive office, 400 “P" Street, Sacramento,

California 95814.

Funding Policy and Annual Pension Cost. The contribution requirements of plan members and
the City are established by and may be amended by PERS. Regular plan members are required
to contribute 7 percent of their annual covered salary and safety members are required to
contribute 8.0 percent. The City is required to contribute at actuarially determined rates. The
current rate for regular employees is 14.822 parcent of covered payroll and is 28.398 percent of
covered payroll for safety personnel. The City's annual pension cost for the most recent year for
each plan is as follows:

Three-vear Trend of information

Annual Pension Percentage of Net Pension
Plan Year Ending Cost APC Contributed Obiligation

Regular employees

8/30/05 $ 383,788 100% 3 -

8/30/06 $ 530,949 100% $ -

5/30/07 3 665,542 100% $ -
Safety employees

8/30/05 $ 282,131 100% 3 -

8/30/06 3 286,583 100% 3 -

8/30/07 $ 405,299 100% $ -
D. Restricted Net Assets and Designated Fund Balances

The § 43,147,950 restricted amount in the governmental activities and the $ 6,612,632 in the
business-type activities statement net assets represent amounts to be used only for specific
purposes which restrictions are imposed by laws, formal agreements or other governments.

Reserved fund balances consisted of the following:

General
Purpose Fund Other Funds
Notes receivables ‘ 3 172,085 % -
Internal balances 1,588,383 -
Development and planning 1,104,081 ]
Prepayments 48,198 -
Debt service - 3,855 073

3 2,912,885 $ 3,955073




CITY OF AMERICAN CANYON
Notes fo the Basic Financial Statements
June 30, 2007

5. Other Information (Continued)
D. Restricted Net Assets and Designated Fund Balances Continued)

Portions of unreserved fund balances in the fund financial statements may be designated io indicate
tentative plans for financial resource utilization in a future period, such as for general contingencies

or capital projects. Such plans are subject to change, have not been legally authorized, and may not

result in expenditures. Unreserved designated fund balances were:

Purpose General Fire City - Nonmajor
Fund District infrastructure Capital Funds
Little League $ 7,500 $ - 3 - 3 - $ .
Cash flow needs - 400,000 - - -
Economic development 750,000 - - -
Catastrophy 750,000 - - - .
Technology 300,600 - - - .
Capital projects - - 10,150,914 3,221,125 4,339,131
Pavement repairs 400,000 - - - -
Equipment replacement ' - 147,043 - - -
Contingencies : 840,000 - - - -
Empioyee retiree benefits 500,000 44,000 - - -
General plan and other 200,000 -
Seismic retrofit - 130,000 ) - - -
City hall building 47.686 - - - -
Totals 33,785,188 $ 721043 310,150,914 $3.221,125 $4,339 131

E Other Post Employment Benefits

The City provides post retirement health insurance benefits, as per the requirements of a local
resolution, for certain retirees and their dependents. The benefits vary depending upon the retiree’s
years of service. The City pays a percentage of the retiree’s health insurance premiums. For the
fiscal year ended June 30, 2007, there were 13 retirees receiving such benefits and the city paid
§108,223 in premiums. The City funds these costs on a pay as you go basis. In addition, the City
has set aside in special local funds $875,125 to pay for such future costs.

F. Change in Accounting Principle

As required by Governmental Accounting Standards Board (GASB) Statement Number 34, the City
in fiscal year 2007 retroactively accounted for the estimated cost of the City’s infrastructure capital
assets such as streets, roads, bridges, street lights, storm drains, right of ways, and similar major
infrastructure type assets owned and maintained by the City but not previously accounted for and
reported in the City’'s financial statements in their entirety. The impact of reporting these major
infrastructure capital assets and related accumulated depreciation was:

Amount
Net assets, governmental-type activities as originally reported
at June 30, 2008 $ 81,162,152
Changes to record.
Estimated costs of major infrastructure capital assets 218,848,878
Estimated accumulated depreciation on such capital zssets {10,202,940)
Remove estimated costs and accumulated depreciation on
Net capital assets reported since 2003 and inciuded in above (26,7686,771)
Net assets, governmental-type activities as restated
At June 30, 2006 - 3 273,041,319
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Budgetary Comparison Schedule - General Fund
For the Fiscal Year Ended June 30, 2007

Budgeted Amounts

Variance with Final

Actual Budget Positive
Original Final Amounts {Negative)
Fund Balance, July 1 $ 8,118,510 % 8,118,610  $8,118,510 $ -
Resources (inflows):
Property taxes 6,334,642 6,334,842 6,418,082 81,440
Sales taxes 1,750,000 1,750,000 1,276,569 (473,431)
Other taxes 817,554 1,448,087 784,213 (661,874)
License permits 1,158,000 542,000 484,348 (57,652)
Fines and forfeits 80,500 90,500 136,733 48,233
interest and rents 285,000 285,000 645352 380,352
intergovernmental 1,622,085 1,622,085 1,710,704 88,639
Charges for services 1,566,274 1,580,324 902,335 (677,988)
Miscellaneous 266,850 265,900 512,821 247,021
Proceeds of long term debt - 6,610,000 6,685:000 85,000
ransfers in 151,800 188,800 151,900 (35,000
Amounts available for
charges to appropriations 22,183,285 28,832,828 27,835,867 (897,2681)
Charges fo appropriations:
General government:
City council 144,200 200,058 128,761 71,297
City clerk 297,300 382,059 314,428 68,533
City atiorney 528,500 778,500 780,550 - (4,050)
City Manager 534,200 544,032 362,988 181,048
Economic development 113,400 113,400 75,418 37,882
Nondepartmental 543,600 608,800 519,665 88,835
General contingencies 4,786,828 3,622,108 - 3,522,108
Public sarety: :
Police 4,228,000 4,237,702 4,140,810 97,082
Pianning )
Planning 3,118,832 3,861,259 1,058,768 2,801,481
Housing 188,000 186,000 74,520 111,480
Building and safety 1,310,900 1,383,974 939,717 424,257
Public works: ;
Road maintenance 1,418,200 1,734,078 875,205 758,783
Engineering 1,570,000 968,302 897,189 71,113
Curb and sidewalk maintenance - 15,000 2,707 12,283
Fencing - 5,000 3,456 1,644
Stormwater 125,700 138,125 113,838 25,487
Parks:
Parks 830,400 833,319 820,727 112,682
Transfers out 871,600 8,481,600 8,663,656 (182,0586)
Total charges to appropriations 20,703,460 28,073,016 18,873,088 8,188,827
Fund Balance, June 30 $ 1,459,835 § 59,812 .~ §7,882,578 $ 7,202,686
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CITY OF AMERICAN CANYON

Budgetary Comparison Schedule - General Fund

Note to RSI

For the Fiscal Year Ended June 30, 2007

Note A. Explanation of Difference between Budgetary Inflows and Outflows and GAAP

Revenues and expenditures:

Sourcesfinflows resources:
Aciual amounts "available for appropriation” from budgetary
comparison schedule:
Differences - budget to GAAP:
The fund balance at the beginning of the year is a budgeLary
resource but is not a current year revenue for financial reporting
purposes

Proceeds from the issuance of ong-tmrm provides current
P S R [ et romertoand an o

financial resources in the funds, but is not feporiet as a
revenue in the statement of activities.

Transfers in from other funds are inflows of budgetary resources
_ but are not revenues for financial reporting purposes

Total revenues as reported in the statement of revenues,
&

expenditures and changes in fund balances - go*ve‘..,..wgal funds

Uses/outflows of resources:

Actual amounts "{otal charges to appropriations” from the budgetary
comparison schedule

Differences - budget to GAAP:
Transfers to other funds are outflows of budgetary resources but
are not expenditures for financial reporting purposes

Total expenditures as reporied in the statement of revenues,
expenditures and changes in fund balances - governmental funds
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$ 27,835,667

(8,119,510)

(6,625,000)

{(151,800)

€

12,868,257

$ 19,873,088

(8,663,656)

$ 11.209,433
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Budgetary Comparison Schedule - Fire District Operations Special Revenue Fund

Budgeted Amounts

For the Fiscal Year Ended June 30, 2007

Variance with

: Final Budget
Actual Positive
Original Final Amounts (Negative)
Fund Balance, July 1 $ 2,133,715 §2,133,715 $ 2,133,715 $ -
Resources (inflows):

Property taxes 2,475,000 2,832,500 2,940,487 7,987
Charges for servicas 575,000 732,500 720,868 (2,832)
interest 28,000 60,000 98,011 38,011
Miscellaneous 22,000 22,000 10,735 (11,285)
Transfers in 75,000 - - -

Amounts available for
charges to appropriations 5,308,715 5,880,715 5,912,826 32,111
Charges to appropriations:

Current: ,

Public safety 2,948,000 3,208,700 3,088,867 117,833
Capital outlay 156,000 298,000 149,824 148,176
Transfers 70,000 479,283 445,878 33,417

Total charges to appropriations 3,175,000 3,883,083 3,684,567 289,426
Fund Balance, June 30 $ 2,133,715 $ 1.896,722 $ 2,228,258 $ 331,537
Explanation of Differences between Budgetary Inflows and

Outfiows and GAAP Revenues and Expenditures:

Sourcesfinflows of resources::

Actual amounis availabie for approriation from budgetary

data above: $ 5,912,828

Differences-budgst o GAAP:

Transfers in from other funds are inflows of budgetary resources

but are not revenues for financial reporting purposes ) -
The fund balance at the beginning of the year is a budgetary resource
but is not current year revenue for financial reporting purposes (2,133,715)

Total revenues as reported in the statement of revenues, expenditures

and changes in fund balances-governmenetal funds $ 3,779,111
Sources of outflows of resources:

Actual charges to appropriations from budgetary data above: $ 3,684,567
Differences-budget to GAAP:

Transfers out are a budgetary use but are not condsidered to be

expenditures for financial reporting purposes {445,878)
Total expenditures as reported in the statement of revenues,

expenditures , and changes in fund balances $ 3,238,881
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OPTIONAL SUPPLEMENTARY INFORMATION

NONMAJOR FUNDS AND INTERNAL SERVICE FUNDS
COMBINING FINANCIAL STATEMENTS
BUDGET AND ACTUAL SCHEDRULES OTHER GOVERNMENTAL FUNDS

SCHEDULES OF CAPITAL ASSETS USED IN GOVERNMENTAL ACTIVITIES
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L1 T O AT AN WA T

Storm Drainage Special Revenue Fund
Statement of Revenues, Expenditures, and
Changes in Fund Balance - Budget and Actual
For the Fiscal Year Ended June 30, 2007

Budgeted Amounts

Variance With Final
Budget

Original Final Actual Positive(Negative)
Revenusas:
)ntergovernmenta{ 5 828,700 3 1,128,700 3 567,172 $ (541 ,528)
interest ’ - - - R
Tatal revenuas 828.700 1,128,700 587172 (541.528)
Expenditures:
Current:
Highways and strasis:
Storm drainage projects 528.700 £30.700 283,772 548.828
Total expanditures 528,700 £30,700 283,77 548,828
Excsss(deficiency) of ravenuss
over expenditures 300,000 288,000 303,400 5,400
Other Financing Use ‘
Transfers out (300,000 (803,400) (303,400) -
Fund balance, July 1 (8.418) (8.418) (8.418) -
Fund balancs, June 30 (8.418) 3 (13.818) $ (8418) § 5,400

w



CITY OF ANMERICAN CANYON
Ges Tax Special Revenue Fund
tatermnent of Revenuss, Expendifures, and
Changes in Fund Balance - Budget and Actual
For the Fiscal Year Ended June 30, 2007

Budgeted Amounts

Variance With Final

Original Final Actual Budget Positive(Negative)
Revenues: :
intergovernmental $ 333248 3 333,248 5 384,079 3 30,834
interest 3,710 3,710 47,402 43,882
Miscellansous - - - -
Total revenues 236,858 335,858 411,481 74,523
Expenditures:
Current:
Highways and stresis:
Traffic lights and signals 20,000 25,488 74,410 (48,814)
Street maintenance 248,700 331,691 207,754 123,837
Cepital outiay 028,500 808.000 253,837 B85 483
Total expendituras 1.185.200 1.286,187 535,701 ‘ 730,488
Excess {deficiency) of revenuss
over expenditures {£58.242) (828,229) (124,220) 805,009
Other financing sources (uses):
Transfers in - - - -
Net change in fund balances (858,242) {828,229) (124,220} 805,009
Fund balance, July 1 958,718 858,718 858,718 -

(%]
(o8]
«Q
(61}

100474 & 28 487 §  £B34.4068 .008

o

Fund balance, June 20




Wil T W ANIZRWAN AN TUIN
Fire District Equipment Replacement Special Revenue Fund
tatement of Revenues, Expenditures, and
Changes in Fund Balance - Budget and Actual
For the Fiscal Year Ended June 30, 2007

Budgeted Amounts

Variance With Final

Budget
Original Final ctual Positive(Negative)
Favenues: .
intergovernmenial 8 - § - $ - 8 -
Misceliansous 5.000 - - -
Total revenuss 5.000 - - -
Expanditurss:
Currant.
Pubiic safety training - - - -
Debt servics!
Principal 180,000 180,000 188,405 11,584
Interest - - 15,882 (15,882)
Capital outlay - - 29.269 (28.289)
Total expenditures 180.000 180,000 213.887 (33.867)
Txcess{deficiency) of revenues
over expenditures (175.000) {180.000) (213,887) (23,887)
Other financing sources:
Transfers out - - - -
Transters in - 381.349 381.348 -
Total other financing sources({uses) - 381.248 381.348 -
Net change in fund balances (175,000} 201,348 167,682 (33,887)
Fund baiance, July 1 138.088) (38.098) {38.088) .
Fund balance, Juns 30 § (213.088) 5 183251 & 128,584 3 (33.667)

—t
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CITY OF AMERICAN CANYON
Fire District State and Federal Grants Special Revenus Fund
fatement of Revenues, Expenditures, and
Changes in Fund Balance - Budget and Actual
For the Fiscal Year Ended June 30, 2007

Budgeisd Amounts

Variance With Final

Budget
Original Final Actual Fositive(Negative)
Revenuss: :
Intergovemmenial - federal grant 3 235,000 § 2B50D0 % 41,510 & (243,490)
Intergovernmental - siate grant - - - -
Misceliansous - - - -
Total revenues 235.000 285,000 41.510 (243.480)
Expenditures:
Current:
Fire services - - - -
Capital outlay . 300.000 300.000 58.037 243,983
Total expenditures 300.000 300.000 58.037 243,963
=xcess{deficiency) of revenues
over expenditures (85.000) (15.000) (14.527) 473
- Other financing sources:

Transfers in £85,000 47,844 14,527 (33.417)
Transfers out - - - -
Total other financing sources(uses) £3.000 47,844 14,527 (23.617)
Net change in fund balances - 32,944 - (32.,844)

Fund balance, July 1 3.858 3.858 - 3.858 -
Fund balance, June 30 5 3.858 3 38,802 & 3.858 % [32.044)

O
o



Rsvenuas:

Charges for services:
Recreation programs
Sports
Agquatics

Interest eamings

Total revenues
Expendituras:
Recreztion:
Recreation programs
Sports
Agualics
Capital outiay
Total expenditures

Excess{asficiency) of revenuss
over expenditures

Other financing sources:
Transfars out

Transfers in

Total other financing sources(usas)

Net change in fund balances
Fund balance, July 1

Fund balance, June 30

Gl Y Ur AMERICAN CANYUN
Recreation Special Revenue Fund
Statement of Revenues, Expenditures, and
Changes in Fund Balance - Budget and Actual
For the Fiscal Year Ended June 30, 2007

Budgeted Amounts

Variance With Final
Budpet

Criginal Final Actual Posttive(Negative)
$ 158,2&0 $ 143,000 5 208,220 86,220
13,000 28,000 31,821 5,821
86,000 88,200 103,082 34,882
£.500 8,500 10,558 4,058
243,700 243 700 354,778 111,078
742,300 743,144 735,825 7.518
73,400 73,400 84 509 8,881
558,300 581,786 567,178 14,6817
1.375.000 1.288.340 1,367,313 31,027
{1,131,300) {1,154,840) {1,012,534) 142,108
(10,200) (10,200) (11,800) (1,400)
875,600 675.800 675,600 -
855,400 885,400 564 .000 (1.400)
(482,800) (488,240) {348,534) 140,708
435.028 425028 425026 -
{54.214) $ 86,482 140,708

3 {30.874) &

(n
w



CITY OF AMERICAN CANYON
CDBG Loan Repayment Special Revenue Fund
tatement of Revenues, Expenditures, and
Changes in Fund Balance - Budgst and Actual
For the Fiscal Year £nded June 30, 2007

Budgeted Amounts

Variance With Final

Budget
Original Final Actual Positive(Negative)
Ravenueas:
Program revenug 3 - $ - $ 48,642 5 48,6842
interest income - - 11.820 11.820
Total revenues - - 80.282 80,262
Expenditures:
Current:
Economic development 245 443 245,443 11,883 233,880
Total expenditurss 245 443 245 443 11.883 223,880
Excess(deficiency) of revenues
over expenditures (245 443) (245 443) 48,708 284 1582
Net change in fund balances (245,443) (245,443) 48,708 294,152
Fund balance, July 1 317.348 317.348 317.248 -
Fund balance, Juns 30 $ 71.908 5 71,808 $ 388,057 3 284 152

N
I~



CHEY OF ANIERIGAN CANTUN
tate Supplemental Law Enforcement Grant Special Revenue Fund
tatement of Revenues, Expenditures, and
Changes in Fund Balance - Budget and Actual
For the Fiscal Year Ended June 30, 2007

Budpeted Amounis

Variance With Final

~ Budget
Original Final Actual Positive(Negative)
Revenuss: :
intergovernmenial . 3 100,000 3 100,000 3 100,000 3 -
interest - - 882 - 882
Total revenues 100.000 100.000 100,882 8S2
Expenditures:
Currant: -
Public safety 100.000 100.000 100,882 (882)
Total expenditures 100.000 100,000 100,882 (BE2)
Excess{deficiency) of revenues
pver expendiiures - - - -

Fund paiance, July 1 - - - -

Fund balance, Juns 30 5 - 5 - 5 - 5 -

n
w



Revanues:
Intergovernmental:
STF grant

Total revenues

Expanditures:
Capital outlay:
Straet improvaments

Total expenditures

inancing Usas

£ et
i

Other F
ransiers out

Tran
Net change in fund balances

Fund balance, July 1

Fund balancs, June 30

CITY OF AMERICAN CANYON

STP Road Maintenance Special Revenue Fund

Statement of Revenues, Expenditures, and

Changes in Fund Balance - Budgst and Actual

For the Fiscal Year Ended June 30, 2007

Budgeted Amounts

Variance With final
Budget

Original Final Positve(Negative)
788.000 $ 788,000 g5 3 (787 .945)
768.000 768,000 85 (787.845)
768.000 768,000 55 787,845
768.000 788.000 55 787.845

- g . - ) -




Revenues:
intergovernmental:
Office trafiic safsty grant

Total revenuss

Supiii
Capital outiay:
Police eguipment

oial expendituras

Other Financing Uses
Transfers out

Fund balance, June 30

CHEY OUF AMZIRICAN CANTUN

Police Grants Special Revenue Fund
tetement of Revenues, Expenditures, and
Changes in Fund Balance - Budget and Actual

For the Fiscal Year Ended June 30, 2007
Budgeted Amounis
Variance With final
Budget
Original Final Actual Fositve{Nsgative)
- 3 £3.980 $ 21.318 8 (42.841)
- 83,9580 21.318 (42,641)
30,882 275 30.587
- 33,098 21.044 12,054
-