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Honorable Mayor and City Council
City of Upland
Upland, California

Independent Auditor’s Report

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information, and the
statement of revenues, expenditures and changes in fund balances – budget to actual of the
general fund, Home program fund, Calhome program fund and housing fund of the City of
Upland, California, as of and for the year ended June 30, 2013, and the related notes to the
financial statements, which collectively comprise the City’s basic financial statements as listed in
the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of financial statements that are free from material misstatement,
whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers
internal control relevant to the entity’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity’s internal control.
Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.
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Honorable Mayor and City Council
City of Upland
Upland, California
Page Two

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinions.

Opinions

In our 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 Upland, California, as of
June 30, 2013, and the respective changes in financial position and, where applicable, cash flows,
and the statement of revenues, expenditures and changes in fund balances – budget to actual of
the general fund, Home program fund, Calhome program fund and housing fund for the year then
ended in accordance with accounting principles generally accepted in the United States of
America.

Emphasis of a Matter

The accompanying financial statements have been prepared assuming that the City will continue
as a going concern. As discussed in note 17, the City has suffered substantial recurring losses in
its General Fund that have caused a significant diminishment of General Fund resources and that
raise substantial doubt about the City’s ability to continue as a going concern. Management’s
plans in regards to these matters are also described in note 17. The financial statements do not
include any adjustments that might result from the outcome of this uncertainty. Our opinion is
not modified with respect to this matter.

As described further in notes 1 and 19 to the financial statements, during the year ended June 30,
2013, the City implemented GASB Statements No. 63 and 65. Our opinion is not modified with
respect to this matter.

The financial statements for the year ended June 30, 2013, reflect a prior period adjustment as
described further in note 19 to the financial statements. Our opinion is not modified with respect
to this matter.

Report on Summarized Comparative Information

We have previously audited the City of Upland’s 2012 financial statements, and we expressed an
unmodified audit opinion on those audited financial statements in our report dated December 19
2012. In our opinion, the summarized comparative information presented herein as of and for the
year ended June 30, 2012 is consistent, in all material respects, with the audited financial
statements from which it has been derived.

Other Matters

Required Supplementary Information

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

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City of Upland’s basic financial statements. The combining and
individual nonmajor fund financial statements, the introductory section and the statistical section
are presented for purposes of additional analysis and are not a required part of the basic financial
statements. The combining and individual nonmajor fund financial statements are the
responsibility of management and were derived from and relates directly to the underlying
accounting and other records used to prepare the basic financial statements. Such information has
been subjected to the auditing procedures applied in the audit of the basic financial statements
and certain additional procedures, including comparing and reconciling such information directly
to the underlying accounting and other records used to prepare the basic financial statements or
to the basic financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. In our opinion, the
combining and individual nonmajor fund financial statements are fairly stated, in all material
respects, in relation to the basic financial statements as a whole. The introductory section and the
statistical section have not been subjected to the auditing procedures applied in the audit of the
basic financial statements, and accordingly, we do not express an opinion or provide any
assurance on it.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
January 29, 2014 on our consideration of the City of Upland's internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose of that report is to describe the
scope of our testing of internal control over financial reporting and compliance and the results of
that testing, and not to provide an opinion on internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering City of Upland’s internal control over financial reporting and
compliance.

Irvine, California
January 29, 2014
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CITY OF UPLAND

Notes to the Basic Financial Statements

Year ended June 30, 2013

(1) Summary of Significant Accounting Policies

The basic financial statements of the City of Upland, California (City) have been prepared
in conformity with generally accepted accounting principles (GAAP) as applied to
government units. The Governmental Accounting Standards Board (GASB) is the
accepted standard-setting body for establishing governmental accounting and financial
reporting principles. The more significant of the City’s accounting policies are described
below.

(a) Reporting Entity

The City of Upland was incorporated on May 15, 1906 under the general laws of
the State of California. The City is governed by an elected five-member board.

As required by generally accepted accounting principles, these financial
statements present the City of Upland and its component units, entities for which
the City is considered to be financially accountable. The City is considered to be
financially accountable for an organization if the City appoints a voting majority
of that organization’s governing body and the City is able to impose its will on
that organization or there is a potential for that organization to provide specific
financial benefits to or impose specific financial burdens on the City. The City is
also considered to be financially accountable for an organization if that
organization is fiscally dependent (i.e., it is unable to adopt its budget, levy taxes,
set rates or charges, or issue bonded debt without approval from the City). In
certain cases, other organizations are included as component units if the nature
and significance of their relationship with the City are such that their exclusion
would cause the City’s financial statements to be misleading or incomplete.

Included within the financial reporting entity of the City of Upland is the Upland
Public Financing Authority because each component unit meets the above-
mentioned criteria.

Upland Public Financing Authority

The Upland Public Financing Authority (the Authority) is a Joint Exercise of
Powers Authority under the Laws of the State of California. The Authority is
authorized to issue bonds under the Mello-Roos Local Bond Pooling Act of 1985
(Article 1 through 4, Section 6500). The City of Upland Community
Redevelopment Agency formed the Authority, in December 1988, by execution of
the Joint Exercise of Powers Agreement. The purpose of the Authority is to
provide financing to the Agency and the City for various project purposes.
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CITY OF UPLAND

Notes to the Basic Financial Statements

Year ended June 30, 2013

(1) Summary of Significant Accounting Policies, (Continued)

Since the City Council serves as the governing board for this component unit, all
of the City’s component units are considered to be blended component units.
Blended component units, although legally separate entities, are in substance, part
of the City’s operations and so data from these units are reported with the
interfund data of the primary government.

(b) Basis of Accounting and Measurement Focus

The basic financial statements of the City are composed of the following:

(a) Government-wide financial statements
(b) Fund financial statements
(c) Notes to the basic financial statements

Government-wide Financial Statements

Government-wide financial statements display information about the reporting
government as a whole, except for its fiduciary activities. These statements
include separate columns for the governmental and business-type activities of the
primary government (including its blended component units), as well as its
discretely presented component units. The City of Upland has no discretely
presented component units. Eliminations have been made in the Statement of
Activities so that certain allocated expenses are recorded only once (by the
function to which they were allocated). However, general government expenses
have not been allocated as indirect expenses to the various functions of the City.

Government-wide financial statements are presented using the economic
resources measurement focus and the accrual basis of accounting. Under the
economic resources measurement focus, all (both current and long-term)
economic resources and obligations of the reporting government are reported in
the government-wide financial statements. Basis of accounting refers to when
revenues and expenses are recognized in the accounts and reported in the financial
statements. Under the accrual basis of accounting, revenues, expenses, gains,
losses, assets, and liabilities resulting from exchange and exchange-like
transactions are recognized when the exchange takes place. Revenues, expenses,
gains, losses, assets and liabilities resulting from nonexchange transaction are
recognized in accordance with the requirements of GASB Statement No. 33.
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CITY OF UPLAND

Notes to the Basic Financial Statements

Year ended June 30, 2013

(1) Summary of Significant Accounting Policies, (Continued)

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 and 2) grants and contributions that are restricted to meeting the
operational or capital requirements of a particular function. Program revenues are
netted with program expenses in the statement of activities to present the net cost
of each program. Taxes and other items not included among program revenues are
reported instead as general revenues.

Amounts paid to acquire capital assets are capitalized as assets in the government-
wide financial statements, rather than reported as an expense. Proceeds of long-
term debt are recorded as a liability in the government-wide financial statements,
rather than as another financing source. Amounts paid to reduce long-term
indebtedness of the reporting government are reported as a reduction of the related
liability, rather than as an expense.

As a general rule, the effect of interfund activity has been eliminated from the
government-wide financial statements. Exceptions to this general rule are
payments in-lieu of taxes where the amounts are reasonably equivalent in value to
the interfund services provided and other charges between the government’s water
and sewer function and various other functions of the government. Elimination of
these charges would distort the direct cost and program revenues reported for the
various functions concerned.

Fund Financial Statements

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

Fund financial statements for the primary government’s governmental,
proprietary, and fiduciary funds are presented after the government-wide financial
statements. These statements display information about the major fund
individually and nonmajor funds in the aggregate for governmental and enterprise
funds. Fiduciary statements include financial information for fiduciary funds and
similar component units. Fiduciary funds of the City primarily represent assets
held by the City in a custodial capacity for other individuals or organizations.
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CITY OF UPLAND

Notes to the Basic Financial Statements

Year ended June 30, 2013

(1) Summary of Significant Accounting Policies, (Continued)

Governmental Funds

In the fund financial statements, governmental funds are presented using the
modified accrual basis of accounting. Revenues are recognized when they
become measurable and available as net current assets. Measurable means that
the amounts can be estimated or otherwise determined. Available means that the
amounts were collected during the reporting period or soon enough thereafter to
be available to finance the expenditures accrued for the reporting period. The City
uses an availability period of 60 days for all revenues.

Sales taxes, property taxes, franchise taxes, intergovernmental revenue and rental
income 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 to the extent normally collected within the availability period. Other
revenue items are considered to be measurable and available where cash is
received by the government.

Revenue recognition is subject to the measurable and availability criteria for the
governmental funds in the fund financial statements. Exchange transactions are
recognized as revenues in the period in which they are earned (i.e., the related
goods or services are provided). Locally imposed derived tax revenues are
recognized as revenues in the period in which the underlying exchange transaction
upon which they are based takes place. Imposed nonexchange transactions are
recognized as revenues in the period for which they were imposed. If the period of
use is not specified, they are recognized as revenues when an enforceable legal
claim to the revenues arises or when they are received, whichever occurs first.
Government-mandated and voluntary nonexchange transactions are recognized as
revenues when all applicable eligibility requirements have been met.

In the fund financial statements, governmental funds are presented using the
current financial resources measurement focus. This means that only current
assets and current liabilities are generally included on their balance sheets. The
reported fund balance (net current assets) is considered to be a measure of
“available spendable resources.” Governmental fund operating statements present
increases (revenues and other financing sources) and decreases (expenditures and
other financing uses) in net current assets. Accordingly, they are said to present a
summary of sources and uses of “available spendable resources” during a period.
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CITY OF UPLAND

Notes to the Basic Financial Statements

Year ended June 30, 2013

(1) Summary of Significant Accounting Policies, (Continued)

Non-current portions of long-term receivables due from governmental funds are
reported on their balance sheets in spite of their spending measurement focus.
Special reporting treatments are used to indicate, however, that they should not be
considered “available spendable resources,” since they do not represent net
current assets.

Due to the nature of their spending measurement focus, expenditure recognition
for governmental fund types excludes amounts represented by noncurrent
liabilities. Since they do not affect net current assets, such long-term amounts are
not recognized as governmental fund type expenditures or fund liabilities.

Amounts expended to acquire capital assets are recorded as expenditures in the
year that resources were expended, rather than as fund assets. The proceeds of
long-term debt are recorded as other financing sources rather than as a fund
liability. Amounts paid to reduce long-term indebtedness are reported as fund
expenditures.

Proprietary and Fiduciary Funds

The City’s enterprise and internal service funds are proprietary funds. In the fund
financial statements, the proprietary funds and fiduciary funds are presented using
the accrual basis of accounting. Revenues are recognized when they are earned
and expenses are recognized when the related goods or services are delivered. In
the fund financial statements, proprietary funds are presented using the economic
resources measurement focus. This means that all assets and all liabilities
(whether current or noncurrent) associated with their activity are included on their
balance sheets. Proprietary fund type operating statements present increases
(revenues) and decreases (expenses) in total net position.

Proprietary fund operating revenues, such as charges for services, result from
exchange transactions associated with the principal activity of the fund. Exchange
transactions are those in which each party receives and gives up essentially equal
values. Non-operating revenues, such as subsidies, taxes, and investment earnings
result from nonexchange transactions or ancillary activities. Amounts paid to
acquire capital assets are capitalized as assets in the enterprise fund financial
statements, rather than reported as an expense. Proceeds of long-term debt are
recorded as a liability in the enterprise fund financial statements, rather than as an
other financing source. Amounts paid to reduce long-term indebtedness of the
enterprise fund are reported as a reduction of the related liability, rather than as an
expense. Agency funds are custodial in nature (assets equal liabilities) and do not
involve the recording of City revenues and expenses. The private-purpose trust
funds are reported using the economic resources measurement focus and the
accrual basis of accounting.
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CITY OF UPLAND

Notes to the Basic Financial Statements

Year ended June 30, 2013

(1) Summary of Significant Accounting Policies, (Continued)

(c) Fund Classifications

The City reports the following major governmental funds:

General Fund - The General Fund is the City’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 General Fund finances the basic
services provided to residents including police, fire, and recreation.

Home Program Fund - This fund accounts for housing rehab loans/grants from the
State Department of Housing and Community Development. These loans/grants
are provided for single-family rehab, neighborhood restoration, and first time
homebuyers.

CalHome Program Fund - This fund accounts for housing rehab loans/grants from
the CalHome program. These loans/grants are provided for single-family rehab,
neighborhood restoration, and first time homebuyers.

Housing Fund - This fund accounts for the housing activities of the City that were
previously accounted for in the low and moderate housing redevelopment agency
fund.

The City of Upland reports the following major enterprise funds:

Water Utility Fund - This fund accounts for the sale of water to Upland’s citizens
and businesses and also records expenditures for water operations and capital
improvement projects.

Solid Waste Utility Fund - This fund accounts for the refuse pick-up services
provided by private contract. Billing and collection is assisted by City staff and an
outside billing company for non-residential accounts. Activities include recycling
and green waste programs.

Sewer Utility Fund - This fund records all City sewer service transactions and
includes the additional services of storm drain maintenance and NPDES
programs.

Animal Services Fund - This fund records all City animal services transactions.

Additionally, the City reports the following fund types:

Internal Service Funds – These funds are used to account for self-funded
insurance and vehicle replacement. Departments of the City are charged for the
services provided or benefits received from these funds.
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CITY OF UPLAND

Notes to the Basic Financial Statements

Year ended June 30, 2013

(1) Summary of Significant Accounting Policies, (Continued)

Agency Funds - Used to account for monies held for assessment districts and for
the Welfare Committee.

Private Purpose Trust Fund - Used to account for the activities of the
Redevelopment Obligation Retirement Fund, and other Successor Agency
activities, which accumulates resources for obligations previously incurred by the
former Upland Redevelopment Agency.

(d) Encumbrances

Encumbrance accounting, under which purchase orders, contracts and other
commitments for the expenditure of funds are recorded, is employed in the
governmental funds. Encumbrances at year end are reported as restricted,
committed, or assigned fund balance depending on the resources that have been
identified to fund the applicable encumbrance.

(e) Cash and Investments

Investments are reported in the accompanying balance sheet at fair value, except
for certain certificates of deposit and investment contracts that are reported at cost
because they are not transferable and they have terms that are not affected by
changes in market interest rates.

Changes in fair value that occur during a fiscal year are recognized as investment
income reported for that fiscal year. Investment income includes interest earnings,
changes in fair value, and any gains or losses realized upon the liquidation or sale
of investments.

The City pools cash and investments of all funds, except for assets held by fiscal
agents. Each fund’s share in this pool is displayed in the accompanying financial
statements as cash and investments. Investment income earned by the pooled
investments is allocated to the various funds based on each fund’s average cash
and investment balance.

For purposes of the statement of cash flows, cash equivalents are defined as short-
term, highly liquid investments that are both readily convertible to known
amounts of cash or so near their maturity that they present insignificant risk of
changes in value because of changes in interest rates, and have an original
maturity date of 3 months or less. Cash equivalents represent the proprietary
funds’ share in the cash and investment pool of the City of Upland. Certain
restricted assets and deposits of proprietary funds consist of investments which are
not considered to be cash equivalents as defined above and therefore excluded
from the statements of cash flows.



47

CITY OF UPLAND

Notes to the Basic Financial Statements

Year ended June 30, 2013

(1) Summary of Significant Accounting Policies, (Continued)

(g) Inventories

Inventories held by the General and Water Utility Enterprise Funds are capitalized
at cost on a first-in, first-out basis and for the General Fund are recorded as
expenditures as used (the consumption method). General Fund inventories consist
primarily of office supplies, small hand tools, cement, custodial supplies,
herbicides and pesticides. Water Utility Enterprise Fund inventories consist
primarily of water pipe, water meters, valves and fittings.

(h) Land Held for Resale

Land held for resale represents land that was acquired for resale in accordance
with the objective of the Redevelopment Project. These costs will be charged to
current year project expenditures when the related land and structures are sold.
Land held for resale are valued at the lower of cost or the sales price per contract
with the developer.

(i) Property Taxes

Under California law, property taxes are assessed and collected by the counties up
to 1% of assessed value, plus other increases approved by the voters. The property
taxes go into a pool, and are then allocated to the cities based on complex
formulas. Accordingly, the City of Upland accrues only those taxes which are
received within 90 days after year end.

The property tax calendar is as follows:

Lien Date: January 1
Levy Date: July 1
Due Date: First Installment - November 1

Second Installment - February 1
Delinquent Date: First Installment - December 11

Second Installment - April 11

Taxes are collected by San Bernardino County and are remitted to the City
periodically. Dates and percentages are as follows:

December 10 30% Advance
January 16 Collection No. 1
April 10 10% Advance
May 15 Collection No. 2
July 31 Collection No. 3
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CITY OF UPLAND

Notes to the Basic Financial Statements

Year ended June 30, 2013

(1) Summary of Significant Accounting Policies, (Continued)

(j) Claims and Judgments

The City records a liability for litigation, judgments, and claims when it is
probable that an asset has been impaired or a liability (including incurred but not
reported) has been incurred prior to year end and the probable amount of loss (net
of any insurance coverage) can be reasonably estimated. This liability is recorded
in the internal service fund that accounts for the City’s self insurance activities.

(k) Employee Leave Benefits

In accordance with GASB Statement No. 16, a liability is recorded for unused
vacation and similar compensatory leave balances since the employees’
entitlement to these balances are attributable to services already rendered and it is
probable that virtually all of these balances will be liquidated by either paid time
off or payments upon termination or retirement.

Under GASB Statement No. 16, a liability is recorded for unused sick leave
balances only to the extent that it is probable that the unused balances will result
in termination payments. This is estimated by including in the liability the unused
balances of employees currently entitled to receive termination payment, as well
as those who are expected to become eligible to receive termination benefits as a
result of continuing their employment with the City. Other amounts of unused sick
leave are excluded from the liability since their payment is contingent solely upon
the occurrence of a future event (illness) which is outside the control of the City
and the employee.

(l) Capital Assets

Capital assets (including infrastructure) greater than $5,000 are capitalized and
recorded at cost or at the estimated fair value of the assets at the time of
acquisition where complete historical records have not been maintained.
Contributed capital assets are valued at their estimated fair market value at the
date of the contribution. The costs of normal maintenance and repairs that do not
add to the value of the asset or materially extend asset lives are not capitalized.

Capital assets include public domain (infrastructure) general fixed assets
consisting of certain improvements including roads, bridges, curbs and gutters,
streets and sidewalks, medians, sewers and storm drains. As allowed by GASB
Statement No. 34, certain infrastructure assets that were acquired, reconstructed or
significantly improved prior to June 30, 1980 have not been included in the City’s
financial statements due to the unavailability of the information.
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CITY OF UPLAND

Notes to the Basic Financial Statements

Year ended June 30, 2013

(1) Summary of Significant Accounting Policies, (Continued)

Depreciation has been provided using the straight-line method over the estimated
useful life of the asset in the government-wide financial statements and in the
fund financial statements of the proprietary funds.

Interest is capitalized on proprietary fund assets acquired with tax-exempt debt.
The amount of interest to be capitalized is calculated by offsetting interest
expense incurred from the date of the borrowing until completion of the project
with interest earned on invested proceeds over the same period.

The following schedule summarizes capital asset useful lives:

Governmental Activities:
Buildings 50 years
Park improvements 50 years
Equipment 5 years
Vehicles 5-10 years
Infrastructure – street system 30-100 years
Infrastructure – storm drains 100 years

Business-type Activities:
Pipelines 50 years
Reservoirs 50 years
Treatment facilities 50 years
Equipment 5 years
Vehicles 5-10 years

(m) Notes and Loans Receivable

The accompanying financial statements reflect the recording of certain loans
receivable that represent loans made to private developers, private homeowners
and other parties. Where reasonably estimable, an allowance for doubtful
accounts has been recorded to reflect management’s best estimate of probable
losses associated with non-repayment. An estimate of any additional potential
losses associated with non-repayment cannot be reasonably estimated at this time.

(n) Prior Year Data

Selected information regarding the prior year has been included in the
accompanying financial statements. This information has been included for
comparison purposes only and does not represent a complete presentation in
accordance with generally accepted accounting principles. Accordingly, such
information should be read in conjunction with the government’s prior year
financial statements, from which this selected financial data was derived.
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CITY OF UPLAND

Notes to the Basic Financial Statements

Year ended June 30, 2013

(1) Summary of Significant Accounting Policies, (Continued)

(o) Deferred Outflows/Inflows of Resources

In addition to assets, the statement of financial position will sometimes report a
separate section for deferred outflows of resources. This separate financial
statement element, deferred outflows of resources, represents a consumption of
net position that applies to a future period(s) and so will not be recognized as an
outflow of resources (expense/ expenditure) until then. The government only has
one item that qualifies for reporting in this category. It is the deferred charge on
refunding reported in the government-wide statement of net position. A deferred
charge on refunding results from the difference in the carrying value of refunded
debt and its reacquisition price. This amount is deferred and amortized over the
shorter of the life of the refunded or refunding debt.

In addition to liabilities, the statement of financial position will sometimes report
a separate section for deferred inflows of resources. This separate financial
statement element, deferred inflows of resources, represents an acquisition of net
position that applies to a future period(s) and so will not be recognized as an
inflow of resources (revenue) until that time. The government has only one type of
item, which arises only under a modified accrual basis of accounting that qualifies
for reporting in this category. Accordingly, the item, unavailable revenue, is
reported only in the governmental funds balance sheet. The governmental funds
report unavailable revenues from two sources: property taxes and special
assessments. These amounts are deferred and recognized as an inflow of resources
in the period that the amounts become available.

(p) Net Position Flow Assumption

Sometimes the government will fund outlays for a particular purpose from both
restricted (e.g., restricted bond or grant proceeds) and unrestricted resources. In
order to calculate the amounts to report as restricted – net position and
unrestricted – net position in the government-wide and proprietary fund financial
statements, a flow assumption must be made about the order in which the
resources are considered to be applied. It is the government’s policy to consider
restricted – net position to have been depleted before unrestricted – net position is
applied.

(q) Fund Balance

General Fund Reserve Policy

The City’s policy is to maintain a General Fund Reserve equal to 10% of its
operating budget. 10% of the fiscal year ending June 30, 2013 General Fund
operating budget is $3,935,586. Fund balance of the General Fund at June 30,
2013 is $860,439.



51

CITY OF UPLAND

Notes to the Basic Financial Statements

Year ended June 30, 2013

(1) Summary of Significant Accounting Policies, (Continued)

Nonspendable Fund Balance

Nonspendable Fund Balance – this includes amounts that cannot be spent because
they are either not spendable in form (such as inventory) or legally or
contractually required to be maintained intact (such as endowments).

Spendable Fund Balance

Restricted Fund Balance – this includes amounts that can be spent only for
specific purposes stipulated by legal requirements imposed by other governments,
external resource providers, or creditors. City Council imposed restrictions do not
create restricted fund balance unless the legal document that initially authorized
the revenue (associated with that portion of fund balance) also included language
that specified the limited use for which the authorized revenues were to be
expended.

Committed Fund Balance – this includes amounts that can only be used for
specific purposes pursuant to constraints imposed by formal action of the City
Council. Those committed amounts cannot be used for any other purpose unless
City Council removes or changes the specified use by taking the same type of
action (for example, resolution, ordinance, minutes action, etc.) that it employed
to previously commit those amounts. If the Council action that limits the use of
the funds was separate from the action that initially created the revenues that form
the basis for the fund balance, then the resultant fund balance is considered to be
committed, not restricted. The City considers a resolution to constitute a formal
action of City Council for the purposes of establishing committed fund balance.

Assigned Fund Balance – this includes amounts that are intended to be used for
specific purposes as indicated either by City Council or be persons to whom City
Council has delegated the authority to assign amounts for specific purposes.

Unassigned Fund Balance – this includes the remaining spendable amounts which
are not included in one of the other classifications.

It is the City’s policy that restricted resources will be applied first, followed by (in
order of application) committed, assigned, and unassigned resources, in the
absence of a formal policy adopted by the Council.

(r) Use of Estimates
The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities
and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenditures/expenses
during the reporting period. Actual results could differ from those estimates.
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(1) Summary of Significant Accounting Policies, (Continued)

(s) Budgets and Budgetary Data

The City Council approves each year’s budget submitted by the City Manager
prior to the beginning of the fiscal year. Public hearings are conducted prior to the
adoption by City Council.

Total appropriations for each fund may only be increased or decreased by the City
Council by passage of a resolution amending the budget. During the year, there
were budgetary appropriation increases amounting to $2,723,993.

The City Manager has authority to adjust the amounts appropriated between the
departments and activities of a fund, provided, however, that the total
appropriations for each fund may not exceed the amounts provided in the budget
resolution.

The level on which expenditures may not legally exceed appropriations is the fund
level.

The City Manager is also authorized to approve continuing appropriations at year-
end for capital improvement projects and other expenditures previously approved
by the City Council.

Budgets for the various funds are adopted on a basis consistent with generally
accepted accounting principles (GAAP). Annual appropriated budgets are legally
adopted for the general, special revenue, capital projects, and debt service fund
types, except for the Sanitary Sewer Facility Development special revenue fund
for which no budget is legally adopted and therefore no budget comparison
schedule will be presented.

(2) Cash and Investments

Cash and investments as of June 30, 2013 are classified in the accompanying financial
statements as follows:

Statement of net position:
Cash and investments $18,950,889
Cash and investments with fiscal agent 2,342,269

Fiduciary funds:
Cash and investments 3,474,561
Cash and investments with fiscal agent 8,171,680

Total cash and investments $32,939,399
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(2) Cash and Investments, (Continued)

Cash and investments as of June 30, 2013 consist of the following:

Cash on hand $ 28,090
Deposits with financial institutions 531,222
Investments 32,380,087

Total cash and investments $32,939,399

Investments Authorized by the California Government Code and the City’s Investment Policy

The table below identifies the investment types that are authorized for the City by the
California Government Code (or the City’s investment policy, where more restrictive).
The table also identifies certain provisions of the California Government Code (or the
City’s investment policy, where more restrictive) that address interest rate risk, credit
risk, and concentration of credit risk. This table does not address investments of debt
proceeds held by bond trustee that are governed by the provisions of debt agreements of
the City, rather than the general provisions of the California Government Code or the
City’s investment policy

Authorized *Maximum *Maximum
Investment Types By Investment *Maximum Percentage Investment
Authorized by State Law Policy Maturity Of Portfolio In One Issuer

Local Agency Bonds No 5 years None None
U.S. Treasury Obligations Yes 5 years None None
U.S. Agency Securities Yes 5 years None None

Banker's Acceptances No 180 days 40% 30%

Commercial Paper Yes 270 days 15% 10%

Negotiable Certificates of Deposit Yes 5 years 30% None

Repurchase Agreements No 1 year None None

Reverse Repurchase Agreements No 92 days 20% of base value None

Medium-Term Notes Yes 5 years 30% 5%

Mutual Funds Yes N/A 20% 10%

Money Market Mutual Funds Yes N/A 20% 10%

Mortgage Pass-Through Securities No 5 years 20% None

County Pooled Investment Funds No N/A None None

Local Agency Investment Fund (LAIF) Yes N/A None None

JPA Pools (other investment pools) No N/A None None

* Based on state law requirements or investment policy requirements, whichever is more restrictive.

Additionally, the City’s investment policy requires at least 50% of the portfolio to mature in three years
or less, 30% in two years or less, and 20% within one year or less.
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Investments Authorized by Debt Agreements

Investment of debt proceeds held by bond trustee are governed by provisions of the debt
agreements, rather than the general provisions of the California Government Code or the
City’s investment policy. Generally, the table below identifies the investment types that
are authorized for investments held by bond trustee, subject to certain additional
restrictions in the debt agreements. The table also identifies certain provisions of these
debt agreements that address interest rate risk, credit risk, and concentration of credit risk.

Authorized Maximum
Investment Type Maturity

U.S. Treasury Obligations None
Federal Agency Securities (with certain
exceptions) None
Banker's Acceptances 30-360 days
Commercial Paper 270 days
Money Market Funds N/A
State and Municipal Obligations None
Investment Agreements None
Repurchase Agreements None
Local Agency Investment Fund None

Disclosures Relating to Interest Rate Risk

Interest rate risk is the risk that changes in market interest rates will adversely affect the
fair value of an investment. Generally, the longer the maturity of an investment, the
greater the sensitivity of its fair value to changes in market interest rates. One of the ways
that the City manages its exposure to interest rate risk is by purchasing a combination of
shorter term and longer term investments and by timing cash flows from maturities so
that a portion of the portfolio is maturing or coming close to maturity evenly over time as
necessary to provide the cash flow and liquidity needed for operations.

Information about the sensitivity of the fair values of the City’s investments (including
investments held by bond trustee) to market interest rate fluctuations is provided by the
following table that shows the distribution of the City’s investments by maturity:
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Remaining Maturity (in Months)

12 Months 13 to 24 25-60 More Than
Investment Type Or Less Months Months 60 Months

Negotiable certificates of
deposit $ 2,835,000 2,243,000 592,000 - -

Local Agency Investment Fund
Money Market Funds

15,897,442
3,133,696

15,897,442
3,133,696

-
-

-
-

-
-

Held by fiscal agent:
Money market mutual funds 10,513,949 10,513,949 - - -

Total $32,380,087 31,788,087 592,000 - -

Disclosures Relating to Credit Risk

Generally, credit risk is the risk that an issuer of an investment will not fulfill its
obligation to the holder of the investment. This is measured by the assignment of a rating
by a nationally recognized statistical rating organization. Presented below is the minimum
rating required by (where applicable) the California Government Code, the City’s
investment policy, or debt agreements, and the actual rating as of year end for each
investment type.

Minimum
Legal Not

Investment Type Rating A2 Aa3 Rated

Negotiable certificates of
deposit $ 2,835,000 N/A - - 2,835,000

Local Agency Investment Fund
Money Market Funds

15,897,442
3,133,696

N/A
A

-
-

-
3,133,696

15,897,442
-

Held by fiscal agent:
Money market mutual funds 10,513,949 A 10,513,949 - -

Total $32,380,087 10,513,949 3,133,696 18,732,442

Concentration of Credit Risk

The investment policy of the City contains no limitations on the amount that can be
invested in any one issuer beyond that stipulated by the California Government Code. As
of June 30, 2013 there were no investments in any one issuer (other than U.S. Treasury
securities, mutual funds, and external investment pools) that represent 5% or more of
total City investments.
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(2) Cash and Investments, (Continued)

Custodial credit risk for deposits is the risk that, in the event of the failure of a depository
financial institution, a government will not be able to recover its deposits or will not be
able to recover collateral securities that are in the possession of an outside party. The
custodial credit risk for investments is the risk that, in the event of the failure of the
counterparty (e.g., broker-dealer) to a transaction, a government will not be able to
recover the value of its investment or collateral securities that are in the possession of
another party. The California Government Code and the City’s investment policy do not
contain legal or policy requirements that would limit the exposure to custodial credit risk
for deposits or investments, other than the following provision for deposits: The
California Government Code requires that a financial institution secure deposits made by
state or local governmental units by pledging securities in an undivided collateral pool
held by a depository regulated under state law (unless so waived by the governmental
unit). The market value of the pledged securities in the collateral pool must equal at least
110% of the total amount deposited by the public agencies. California law also allows
financial institutions to secure City deposits by pledging first trust deed mortgage notes
having a value of 150% of the secured public deposits.

As of June 30, 2013, City investments in the following investment types were held by the
same broker-dealer (counterparty) that was used by the City to buy the securities:

Investment Type Reported
Amount

Negotiable certificates of deposit (FDIC Insured) $1,100,000

Investment in State Investment Pool

The City is a voluntary participant in the Local Agency Investment Fund (LAIF) that is
regulated by the California Government Code under the oversight of the Treasurer of the
State of California. The fair value of the City’s investment in this pool is reported in the
accompanying financial statements at amounts based upon the City’s pro-rata share of the
fair value provided by LAIF for the entire LAIF portfolio (in relation to the amortized
cost of that portfolio). The balance available for withdrawal is based on the accounting
records maintained by LAIF, which are recorded on an amortized cost basis.
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(3) Due From and To Other Funds

Interfund receivable and payable balances at June 30, 2013 are as follows:

Interfund receivable and payable balances are a result of short-term cash borrowings to
cover deficit cash balances at June 30, 2013.

Advances To
Water Utility

Advances From Fund

Self Funded Liability Fund $ 923,000

In fiscal year 2013 the Water Utility Fund loaned the Self Funded Liability Fund
$923,000 to cover costs associated with legal bills. The loan is to be repaid with annual
payments of $92,300 and maturing on July 1, 2023. According to the terms of the
agreement the loan shall bear interest at the rate of the City’s quarterly average return per
the local agency investment fund.

Due To

Business Type
Governmental Activities Activities

Self Funded
Liability

Nonmajor
Governmental

Solid
Waste
Utility

Animal
Services

Due From Fund CalHome Funds Fund Fund Total

Water Utility
Fund $ - 227,179 1,402,993 710,474 1,411,660 3,752,306
Sewer Utility
Fund 4,543,711 - - 50,000 - 4,593,711

$4,543,711 227,179 1,402,993 760,474 1,411,660 8,346,017
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(4) Capital Assets

Capital asset activity for the year ended June 30, 2013 is as follows:

Balance at Balance at
Governmental activities: June 30, 2012 Additions Deletions June 30, 2013

Capital assets not depreciated:
Land $ 4,959,458 - - 4,959,458
Rights of way 103,432,811 - - 103,432,811
Street trees 3,537,384 - - 3,537,384
Construction in progress 3,252,921 5,922,294 (6,404,151) 2,771,064

Total capital assets
not depreciated 115,182,574 5,922,294 (6,404,151) 114,700,717

Buildings and improvements $ 38,253,140 721,477 - 38,974,617
Park improvements 12,366,871 - - 12,366,871
Equipment 6,467,063 15,747 - 6,482,810
Vehicles 6,307,680 341,893 (323,222) 6,326,351
Infrastructure – street system 167,566,552 5,588,732 - 173,155,284
Infrastructure – storm drains 21,396,748 815,419 - 22,212,167

Total cost of depreciable
assets 252,358,054 7,483,268 (323,222) 259,518,100

Less accumulated depreciation:
Buildings and improvements (6,997,826) (1,379,617) - (8,377,443)
Park improvements (4,549,412) (404,684) - (4,954,096)
Equipment (4,046,332) (604,354) - (4,650,686)
Vehicles (4,861,536) (570,516) 297,415 (5,134,637)
Infrastructure – street system (46,013,760) (3,966,865) - (49,980,625)
Infrastructure – storm drains (2,897,251) (213,969) - (3,111,220)

Total accumulated
depreciation (69,366,117) (7,140,005) 297,415 (76,208,707)

Net depreciable assets 182,991,937 343,263 (25,807) 183,309,393

Capital assets, net $ 298,174,511 6,265,557 (6,429,958) 298,010,110
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Depreciation expense was charged to the following functions in the Statement of
Activities:

General government $ 761,347
Public safety 761,347
Engineering and public works 4,308,413
Community services 1,308,898

$7,140,005
Balance at Balance at

Business-type activities: June 30, 2012 Additions Deletions June 30, 2013

Capital assets not depreciated:
Land $ 1,995,981 - - 1,995,981
Construction in progress 1,361,801 1,197,141 (312,707) 2,246,235

Total capital assets not depreciated 3,357,782 1,197,141 (312,707) 4,242,216

Pipelines 46,526,159 2,162,222 - 48,688,381
Reservoirs 36,921,912 - - 36,921,912
Buildings 7,835,120 - - 7,835,120
Treatment facilities 13,918,076 - - 13,918,076
Wells/Pumps 4,150,266 - - 4,150,266
Sewer Manholes 2,784,068 - - 2,784,068
Equipment and machinery 1,615,715 11,314 - 1,627,029
Vehicles 1,527,172 26,370 - 1,553,542

Total cost of
depreciable assets 115,278,488 2,199,906 - 117,478,394

Less accumulated depreciation:
Pipelines (13,814,057) (708,287) - (14,522,344)
Reservoirs (7,947,948) (726,006) - (8,673,954)
Buildings (313,251) (156,702) - (469,953)
Treatment facilities (4,559,759) (278,361) - (4,838,120)
Wells/ Pumps (807,671) (82,590) - (890,261)
Sewer Manholes (2,046,155) (45,050) - (2,091,205
Equipment (815,273) (223,696) - (1,038,969)
Vehicles (1,299,898) (120,421) - (1,420,319)

Total accumulated
depreciation (31,604,012) (2,341,113) - (33,945,125)

Net depreciable assets 83,674,476 (141,207) - 83,533,269

Capital assets, net $ 87,032,258 1,055,934 (312,707) 87,775,485
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Depreciation expense was charged in the following programs of the primary government:

Water Utility $1,700,641
Solid Waste Utility 1,244
Sewer Utility 472,565
Animal Services 166,663

$2,341,113

(5) Accumulated Fund Deficits

The following funds reported deficits in fund balances/net position as of June 30, 2013:

Deficit Balance
Major Funds:

CalHome $(43,319)

Non-Major Funds:
Capital Projects Funds:
General Capital Improvements (1,203,110)
Community Facilities District (294,629)

Enterprise Fund:
Solid Waste Utility (281,894)

Fiduciary Fund:
Successor Agency to UCRA (27,873,565)

Internal Service Fund:
Self-Funded Liability (14,382,231)

Management’s explanations for the resolution of accumulated fund deficits are
summarized as follows:

Special Revenue Funds

The deficit fund balance of $43,319 in the CalHome fund is the result of pending program
reimbursements.
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Capital Projects Funds

The deficit fund balance of $1,203,110 in the General Capital Improvements fund and
$294,629 in the Community Facilities District fund is the result of pending
reimbursements.

Enterprise Fund

The deficit balance of $281,894 in the Solid Waste Utility Fund is the result of
expenditures being higher than CPI revenue adjustments resulting in an annual decline in
Solid Waste Fund reserves. City Council approved the retention of a consultant to
evaluate the Solid Waste Program revenues and expenditures and develop a
recommended rate adjustment to correct the program funding shortfall.

Fiduciary Fund

The deficit balance of $27,873,565 in the Successor Agency to UCRA is the result of the
disillusion of the Upland Redevelopment Agency in fiscal year 2012.

Internal Service Fund:

The deficit fund balance of $14,382,231 in the Self-Funded Liability Fund is a result of
increased legal costs and claims and will be covered through future charges.

(6) Long-Term Liabilities

Changes in long-term liabilities for the year ended June 30, 2013 are as follows:

Balance at Balance at Due within
Governmental activities: June 30, 2012 Additions Deletions June 30, 2013 One year

Compensated absences payable * $ 2,813,920 2,530,830 (2,595,606) 2,749,144 2,318,708

Claims payable 8,146,464 2,706,449 (1,929,179) 8,923,734 -

Other post employment liabilities* 2,024,184 1,103,051 (475,880) 2,651,355 -

2002 Lease Revenue Bonds 1,160,000 - (210,000) 950,000 220,000

2007 Housing Revenue Bonds 18,000,000 - - 18,000,000 -

Total long-term liabilities $32,144,568 6,340,330 (5,210,665) 33,274,233 2.538,708

* For governmental activities, compensated absences and other post employment benefit
liabilities are generally liquidated by the general fund.
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Changes in general long-term liabilities for business-type activities for the year ended
June 30, 2013 (including unamortized discounts) are as follows:

Balance at Balance at Due within
Business-type activities: June 30, 2012 Additions Deletions June 30, 2013 One year

Compensated absences payable $ 378,277 235,280 (280,394) 333,163 189,774

Lease Revenue Bonds:
2011 Revenue Refunding Bonds 12,140,000 - (760,000) 11,380,000 750,000
Unamortized premium 606,534 - (27,569) 578,964 -

Total long-term liabilities $13,124,811 235,280 (1,067,963) 12,292,128 939,774

Governmental Activities:

2002 Lease Revenue Refunding Bonds (Police Building)

In June 2002, the City issued $3,040,000 of 2002 Lease Revenue Refunding Bonds to
provide for the advance refunding of the remaining portion of the City’s 1992 Certificates
of Participation.

The bonds consist of $1,880,000 of serial bonds and $1,160,000 of term bonds. The serial
bonds accrue interest at rates between 1.60% and 3.85% and mature between August 1,
2002 and August 1, 2012. The term bonds accrue interest at a rate of 4.60% and mature
on August 1, 2016.

The reserve requirement at June 30, 2013 of $263,175 was fully satisfied. At June 30,
2013 the outstanding principal of the Lease Revenue Bonds is $950,000.

2007 Housing Revenue Bonds

On August 1, 2007, the Agency issued revenue refunding bonds in the amount of
$18,000,000 to finance redevelopment projects benefiting the Project Area and to
advance refund the Agency’s $6,700,000, Housing Revenue Bonds, issue of 1999.

The bonds bear interest at a variable rate that resets weekly. Interest on the bonds is
payable on the first Wednesday of each month beginning September 5, 2007. Principal is
payable on August 1, 2037. Payments of principal and interest are secured by a pledge of
revenues generated by apartment rentals, a ten year irrevocable letter of credit issued by
East West Bank, and a ten year irrevocable standby letter of credit issued by Federal



63

CITY OF UPLAND

Notes to the Basic Financial Statements

Year ended June 30, 2013

(6) Long-Term Liabilities, (Continued)

2007 Housing Revenue Bonds, (Continued)

Home Loan Bank of San Francisco. The principal balance of outstanding bonds at
June 30, 2013 is $18,000,000. Interest on the 2007 Housing Revenue Bonds were
estimated based on the variable interest rate of 0.23% at June 30, 2013. The above bonds
are payable from certain housing related revenues (rents, etc.) that have been assigned to
the Housing Fund of the City of Upland pursuant to Assembly Bills 1X26 and 1484.

Business-type Activities:

2011 Lease Revenue Refunding Bonds (Water System)

In December 2011, the City issued $12,140,000 of 2011 Lease Revenue Refunding Bonds
to provide for the advance refunding of the remaining portion of the City’s 2003 Lease
Revenue Refunding Bonds and 2003 Lease Revenue Bonds.

Interest rates on the bonds range from 2.0% to 4.0% and are payable semi-annually on
April 1 and October 1 of each year until maturity on October 1, 2023.

The reserve requirement at June 30, 2013 of $664,375 was fully satisfied. At June 30,
2013 the outstanding principal of the Lease Revenue Bonds is $11,380,000
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The annual debt service requirements for the bonds as of June 30, 2013 are as follows:

Year Governmental Activities Business-type activities

ending 2002 Lease Revenue 2007 Housing Revenue 2011 Lease Revenue
June 30 Principal Interest Principal Interest Principal Interest

2014 $ 220,000 38,640 - 41,425 750,000 472,700
2015 235,000 28,175 - 41,425 765,000 453,950
2016 245,000 17,135 - 41,425 790,000 431,000
2017 250,000

250,000
5,750 - 41,425 815,000 407,300

2018 - - - 41,425 340,000 382,850
2019 - - - 41,425 355,000 372,650
2020 - - - 41,425 365,000 358,450
2021 - - - 41,425 380,000 343,850
2022 - - - 41,425 395,000 328,650
2023 - - - 41,425 410,000 312,850
2024 - - - 41,425 430,000 296,450
2025 - - - 41,425 440,000 279,250
2026 - - - 41,425 465,000 257,250
2027 - - - 41,425 490,000 234,000
2028 - - - 41,425 515,000 209,500
2029 - - - 41,425 540,000 183,750
2030 - - - 41,425 565,000 156,750
2031 - - - 41,425 600,000 128,500
2032 - - - 41,425 625,000 98,500
2033 - - - 41,425 655,000 67,250
2034 - - - 41,425

-262,800
690,000 34,500

2035 - - - 41,425
-

- -
2036 - - - 41,425

-
- -

2037 - - 18,000,000 41,425 - -

Totals $ 950,000 89,700 18,000,000 994,200 11,380,000 5,809,950

(7) Post Employment Benefit Plan

Plan Description: The City administers a single-employer defined benefit plan which
provides medical insurance benefits to eligible retirees and their spouses in accordance
with various labor agreements. After age 65, Medicare automatically becomes the
primary provider of health coverage. The City’s defined benefit plan becomes the
secondary provider. Eligible retirees will have no noticeable change in health benefits or
plan administration; however, there is a reduction in the City’s cost of health coverage as
the secondary provider. The City’s defined benefit plan administrator establishes the cost
of secondary provider rates annually. There is no separate audited benefit plan report
available. The City will pay a portion of the eligible retirees’ health coverage depending
on their years of service.
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Eligibility: Employees are eligible for retiree health benefits if they retire from the City on
or after age 50 with at least 5 years of service, and are eligible for a PERS pension.
Membership of the plan consisted of the following at June 30, 2013, the date of the latest
actuarial valuation:

Retirees and beneficiaries receiving benefits 211

Active plan members 266

Total 477

City’s Funding Policy: The contribution requirements of plan members and the City are
established and may be amended by City Council. The contribution required to be made
under City Council and labor agreement requirements is based on a pay-as-you-go basis
(i.e., as medical insurance premiums become due). For fiscal year 2012-13, the City
contributed $475,880 to the plan for current premiums.

Annual OPEB Cost and Net OPEB Obligation. The City’s annual other postemployment
benefit (OPEB) cost (expense) is calculated based on the annual required contribution of
the employer (ARC), an amount actuarially determined in accordance with the parameters
of GASB Statement No. 45. The ARC represents a level of funding that, if paid on an
ongoing basis, is projected to cover normal cost each year and amortize any unfunded
actuarial liabilities (or funding excess) over a period not to exceed thirty years. The
following table shows the components of the City’s annual OPEB cost for the year, the
amount actually contributed to the plan, and changes in the City’s net OPEB obligation
for these benefits:

Annual required contribution $1,127,671

Interest on net OPEB obligation 91,088

Adjustments for net OPEB obligation (115,708)

Annual OPEB cost (expense) 1,103,051

Contributions made (including premiums paid) (475,880)

Increase in net OPEB obligation 627,171

Net OPEB obligation-beginning of year 2,024,184

Net OPEB obligation-end of year $2,651,355
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(7) Post Employment Benefit Plan, (Continued)

The City’s annual OPEB cost, the percentage of annual OPEB cost contributed to the
plan, and the net OPEB obligation for 2013 and the two preceding years were as follows:

Fiscal
Year

Annual
OPEB Cost

Percentage of
Annual

OPEB Cost
Contributed

Net
OPEB

Obligation

6/30/11 $1,028,000 37% $1,357,815
6/30/12 $1,090,000 39% $2,024,184
6/30/13 $1,103,051 43% $2,651,355

Actuarial valuations of an ongoing plan involve estimates of the value of reported
amounts and assumptions about the probability of occurrence of events far into the future.
Examples include assumptions about future employment, mortality, and the healthcare
cost trend. Amounts determined regarding the funded status of the plan and the annual
required contributions of the employer are subject to continual revision as actual results
are compared with past expectations and new estimates are made about the future. The
schedule of funding progress, presented as required supplementary information following
the notes to the financial statements, presents multi-year trend information about whether
the actuarial value of plan assets is increasing or decreasing over time relative to the
actuarial accrued liabilities for the benefits.

Actuarial Methods and Assumptions. Projections of benefits for financial reporting
purposes are based on the substantive plan (the plan as understood by the employer and
the plan members) and include the types of benefits provided at the time of each valuation
and the historical pattern of sharing of benefit costs between employer and plan members
to that point. The actuarial methods and assumptions used include techniques that are
designed to reduce the effects of short-term volatility in actuarial accrued liabilities and
the actuarial assets, consistent with the long-term perspective of the calculations.

The actuarial cost method used for determining the benefit obligations is the Entry Age
Normal Actuarial Cost Method. The actuarial assumptions included a 4.5 percent
investment rate of return, which is the assumed rate of the expected long-term investment
returns on plan assets calculated based on the funded level of the plan at the valuation
date, a general inflation rate of 2.8% and an annual healthcare trend rate of 7.5 percent
initially, reduced by decrements of 0.5 per year to an ultimate rate of 5 percent after the
sixth year. The UAAL is being amortized as a level percentage of projected payroll over
20 years open period. It is assumed the City’s payroll will increase 3.0% per year.
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(7) Post Employment Benefit Plan, (Continued)

SCHEDULE OF FUNDING PROGRESS

Actuarial
Valuation

Actuarial
Value of
Assets

Actuarial
Accrued
Liability
(AAL) –

Entry Age

Unfunded
AAL

(UAAL)
Funded
Ratio

Covered
Payroll

UAAL as a
Percentage
of Covered

Payroll
Date (a) (b) (b-a) (a/b) (c) (b-a)/c)

6/30/08 $0 $8,249,000 $8,249,000 0% $21,599,000 38.2%
6/30/11 $0 $8,675,000 $8,675,000 0% $24,016,000 36.1%
6/30/13 $0 $13,050,933 $13,050,933 0% $19,459,000 67.1%

(8) Letter of Credit

The City has a letter of credit securing the payment of principal and interest on the Housing
Revenue Bonds. The letter of credit is issued in favor of the trustees and enables the trustees
to make drawings against the letter of credit for payment of principal and interest amounts.

The terms of the letter of credit are summarized as follows:

Letter of Credit Trustee Amount Expiration Date
East-West Bank

Housing Revenue Bonds, Series 2007 U.S. Bank $14,230,795 July 31, 2017

(9) Defeasance of Debt

The City has defeased certain certificates of participation and bonds by placing the
proceeds of new bonds in an irrevocable trust to provide for all future debt service
payments on the old debt issues. Accordingly, the trust account assets and the liability for
the defeased debt issues are not included in the City’s financial statements. As of June 30,
2013, the following outstanding debt issues are considered defeased:

1988 Revenue Bonds, Series B $6,315,000
1986 Certificates of Participation (Police) 1,770,000
1986 Certificates of Participation (Water) 3,120,000
1992 Certificates of Participation (Police) 1,780,000
1992 Certificates of Participation (Water) 3,170,000
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(10) Debt Without Government Commitment, (Continued)

The following issues of Bonds are not reflected in the City’s financial statements because
they are special obligations payable solely from and secured by specific revenue sources
described in the resolutions and official statements of the respective issues. Neither the
faith and credit nor the taxing power of the City, the Successor Agency to UCRA, the
State of California or any political subdivision thereof, is pledged for the payment of
these bonds. No legal obligation on the part of the City or Agency exists to make
payments on the bonds from any source other than the revenues or assets pledged
therefore. The programs are completely administered by the trustees.

Original Amount Outstanding
Type and Bond Issuer Date of Issue of Issue at June 30, 2013

Multi-Family Residential Housing Loan
to Lender Revenue Bonds, New
American Federal Credit Union
Project, Americana Development
Corporation, Los Angeles, California,
1983 Series A April 1, 1983 $ 4,165,000 4,165,000

Upland Community Redevelopment
Agency Multi-Family Housing
Revenue Refunding Bonds
(Northwoods 1682) 1989 Series B May 1, 1989 7,775,000 3,200,000

Upland Community Redevelopment
Agency Multi-Family Housing
Revenue Refunding Bonds (Pebble
Grove) 1989 Series C May 1, 1989 7,200,000 600,000

Housing Authority of the City of
Upland Revenue Bonds, Issue A of
1990 May 1, 1990 10,145,000 8,200,000

1991 Sunset Haven Project Certificates
of Participation, Sunset Haven, A
California Nonprofit Public Benefit
Corporation June 1, 1991 6,200,000 3,160,000

1993 Series, Certificate of Participation,
San Antonio Community Hospital,
Upland, California September 1, 1993 34,735,000 16,280,000



69

CITY OF UPLAND

Notes to the Basic Financial Statements

Year ended June 30, 2013

(10) Debt Without Government Commitment, (Continued)

Original Amount Outstanding
Type and Bond Issuer Date of Issue of Issue at June 30, 2013

Variable Rate Demand Multifamily
Housing Revenue Refunding Bonds,
Issue A and B (Northwoods 168
Project) February 9, 2000 7,775,000 7,775,000

Variable Rate Demand Multifamily
Housing Revenue Refunding Bonds,
Issue A and B (Northwoods 156
Project) February 9, 2000 7,100,000 7,100,000

Community Facilities District 2003-2
Improvement District 1 (The Colonies
at San Antonio) March 13, 2004 19,650,000 17,945,000

Community Facilities District 2003-2
Improvement District 2 (The Colonies
at San Antonio) March 13, 2004 22,500,000 21,665,000

Community Facilities District 2003-1
Series A of 2004 (Upland 54) December 22, 2004 1,750,000 1,515,000

(11) Claims and Judgments

The City is exposed to various risks of loss related to its operation, including losses
associated with errors and omissions, injuries to employees and members of the public.
The City’s Internal Service Risk Management Fund is used to account for and finance its
uninsured risks of loss. The City purchases commercial insurance from Independent
Cities Risk Management Authority (ICRMA) for general liability claims. Under this
policy, ICRMA covers claims in excess of the City’s self-insured retention of $500,000.

The City of Upland purchases commercial workers’ compensation insurance from
ICRMA. Under this policy, Employers recover claims in excess of the City’s self insured
retention of $750,000.

In the past three years, no claims for general liability or workers’ compensation have
exceeded the City’s self-insured retention level.

The claims and judgments liability reported in the Internal Service Self-Funded Insurance
Fund is based on the requirements of Governmental Accounting Standards Board
Statement No. 10, which requires that a liability for claims and judgments be reported if
information prior to the issuance of the financial statements indicates that it is probable
that a liability has been incurred at the date of the financial statements and the amount of
loss can be reasonably estimated. As of June 30, 2013, claims and judgments payable,
including estimated claims for incurred but not reported claims, amounted to $8,923,734.
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(11) Claims and Judgments, (Continued)

Changes in the claims and judgments payable amounts in fiscal years ended June 30,
2012 and 2013 for the Self-Funded Insurance Fund are as follows:

Current Year
Beginning of Claims and
Fiscal Year Changes in Claim Balance at

Liability Estimates Payments Fiscal Year End

2011-12 $ 6,094,053 4,225,003 (2,172,592) 8,146,464
2012-13 8,146,464 2,706,449 (1,929,179) 8,923,734

(12) Defined Benefit Pension Plan (PERS)

The City of Upland contributes to the California Public Employees Retirement System
(PERS), a cost sharing public employee defined benefit pension plan. PERS provides
retirement, disability benefits, and death benefits to plan members and beneficiaries.
PERS acts as a common investment and administrative agent for participating public
entities within the State of California. PERS issues a publicly available financial report
that includes financial statements and required supplementary information for the cost
sharing plans that are administered by PERS. Copies of PERS’ annual financial report
may be obtained from its executive office at 400 “P” Street, Sacramento, California
95814.

Contributions and Funding Policy

Miscellaneous and safety participants are required to contribute 8% and 9%, respectively,
of their annual covered salary. The City is required to contribute at an actuarially
determined rate. The rate for the year ended June 30, 2013 is 15.466% for miscellaneous
participants and 22.409% for safety participants, percent of annual covered payroll. The
contribution requirements of plan members and the City are established and may be
amended by City Council in conjunction with applicable labor contracts. The City’s
contributions to the miscellaneous plan for the years ending June 30, 2011, 2012, and
2013 were $2,658,854, $2,313,018 and $1,733,782 respectively, and were equal to the
required contributions for each year. The City’s contributions to the safety plan for the
years ending June 30, 2011, 2012, and 2013 were $3,230,098, $3,850,684 and $3,060,784
respectively, and were equal to the required contributions for each year.

(13) Joint Ventures

The City has an ownership in the San Antonio and West End water companies based
upon the number of stock shares owned. To protect the water rights for the citizens of
Upland, the City’s water utility has followed the practice of purchasing shares of stock in
the water companies as they become available.
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(13) Joint Ventures, (Continued)

The City’s primary motivation for owning shares in the water companies is to secure
rights to well water pumped by the two companies. Two Upland City Council members
are also on the Board of San Antonio Water Company. As development takes place
within the City, the City requires developers to contribute 1.5 shares for each acre
developed. The City’s investment in the Authority has been recorded using the equity
method of accounting and is reflected as an investment in joint venture in the
accompanying financial statements.

On February 19, 1980, the Water Facilities Authority was created under a joint exercise
of powers agreement for the acquisition and construction of facilities to supply water to
the inhabitants within the boundaries of its members. The Authority’s Board of Directors
consists of one member appointed from each participating agency. The City’s investment
in the Authority has been recorded using the equity method of accounting and is reflected
as an investment in joint venture in the accompanying financial statements.

The following schedule summarizes the City’s investment in joint ventures at June 30,
2013 and the gain (loss) on the investment for the year then ended:

Total City’s
Joint City’s Share of

Percentage Venture Equity Joint Venture
Water Company Ownership Equity Interest Net Income (Loss)

San Antonio Water Company 68% $24,403,627 16,562,742 5,721

West End Water Company 91% 2,327,724 2,122,418 463,942

Water Facilities Authority 23% 25,507,436 5,892,220 298,298

Total $ 24,577,380 767,961

Separate financial statements may be obtained for the San Antonio Water Company and
Liquidation Trust at 139 North Euclid Avenue in Upland, California, for the West End
Consolidated Water Company at 460 N. Euclid Avenue in Upland, California, and for the
Water Facilities Authority at 1775 North Benson Avenue in Upland, California.
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(14) Transfers In/Transfers Out

The following schedule summarizes the City’s transfer activity:

Transfers In

Business- Internal

Governmental Activities
Type

Activites
Service
Funds

General Housing
Nonmajor

Governmental
Sewer
Utility

Self
Funded
Liability

Transfers Out Fund Fund Funds Fund Fund Total
Governmental Funds:

Major Funds:

General Fund $ - - 269,170 - - 269,170

Housing Fund 197,183 - - - - 197,183

Nonmajor Other

Governmental Funds 298,436 - - - 105,260 403,696

Proprietary Funds:

Major Funds:

Water Utility Fund 474,735 - - - - 474,735

Solid Waste Utility Fund 259,763 - - 245,000 - 504,763

Sewer Utility Fund 289,632 - - - - 289,632

Animal Services Fund 34,463 - - - - 34,463

Internal Service Funds 121,199 - - - - 121,199

Private Purpose Trust Fund 218,778 4,645,548 - - - 4,864,326

1,894,189 4,645,548 269,170 245,000 105,260 7,159,167

 Various funds transferred a total of $1,656,627 to the General Fund to cover personnel
and administrative costs.

 The General Fund transferred $269,170 to Other Governmental Funds for the 2002 Lease
Revenue Bond debt service payment and personnel expenses.

 Solid Waste Utility Fund transferred $245,000 to the Sewer Utility Fund to pay for
landfill costs.

 Asset Forfeiture Fund transferred $105,260 to the Vehicle Replacement Fund for public
safety vehicle purchases.

 The Successor Agency to the UCRA transferred $4,645,548 to the Housing Fund as a
result of the Due Diligence Review completed by the Department of Finance.
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(15) Jointly Governed Organizations

The City of Upland is a member of Inland Regional Narcotics Enforcement Team
(I.R.N.E.T.), a joint powers authority of the police departments of the cities in San
Bernardino and Riverside Counties, and participating counties federal and State law
enforcement agencies. The Organization was formed on September 18, 1989, with the
mission to promote coordinated law enforcement efforts and to address emerging criminal
justice issues, mainly in the areas of drug trafficking and money laundering. The
executive council consists of police chiefs of the cities and resident agents in charge of
the federal and state law enforcement agencies. All financial decisions were made by the
executive council. The members received monetary distributions from the asset seizures
based on their respective contribution to the effort. Financial information for I.R.N.E.T. is
not available. The City of Upland’s percentage of participation is 3.57%.

(16) Expenditures in Excess of Appropriations

Expenditures for the year ended June 30, 2013 exceeded the appropriations of the
following funds:

Budget Actual Variance
Major Funds:

Home Fund $ - 36,476 (36,476)
CalHome Fund 165,270 294,097 (128,809)

Special Revenue Funds:
SB 509 Public Safety Sales Tax - 727,475 (727,475)
Police Grants 34,080 166,686 (132,606)
Other Grants 41,370 138,387 (97,017)

(17) Financial Condition and Management Plans

General Fund of the City of Upland

The General Fund is typically the focal point in analyzing the financial health of the City
because the General Fund is expected to be able to cover both its costs and to act as a
financial backstop for other funds in the event of revenue shortfalls. During the fiscal year
ended June 30, 2013, the City reported a decrease in general fund balance of $71,062,
resulting in an ending general fund balance of $860,439. Further, the CalHome Fund had
a deficit of $43,319, the General Capital Improvements fund has a deficit of $1,203,110,
the Community Facilities District has a deficit of $294,629, the Solid Waste Utility has a
fund deficit of $281,894, and the Self-Funded Liability has a fund deficit of $14,382,231.
While $43,319 of these deficits will be remedied by grant reimbursements, the General
Fund is ultimately responsible for the foregoing deficits.

Management’s Plans to Improve Operations and Limit City Obligations

The following are management’s plans to reduce expenditures and increase revenue in
future periods:
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(17) Financial Condition and Management Plans, (Continued)

To address the deficiencies within Upland General Fund and those funds that rely heavily
on funding from the General Fund, management has presented forty-six (46) measures to
a City Council appointed “Fiscal Response Task Force”. The Task force consists of ten
(10) citizens appointed by the City Council with the goal of evaluating various options
available to the City to shore up fund balance and to create a surplus within the General
Fund to correct the deficit balances within other funds, address unfunded liabilities and
deferred maintenance as well as build up the General Fund reserves. The measures cover
one-time revenue measures, new sources of revenues and potential expenditure
reductions. The goal is to create a General Fund budget surplus of at least $3.5 million
per year. Once the measures have been prioritized by the Task Force and ratified by the
City Council, management will begin the process of implementing each of the measures.
Some measures will require a subsequent vote of the City Council while others will not.

(18) Successor Agency Activities

Changes in capital assets for the Successor Agency year ended June 30, 2013 are as
follows:

Balance at Balance at
June 30, 2012* Additions Deletions June 30, 2013

Capital assets not depreciated:
Land $1,019,571 - - 1,019,571

Buildings and improvements 927,018 - - 927,018

Less accumulated depreciation:
Buildings and improvements (106,362) (18,540) - (124,902)

Capital assets, net $ 1,840,227 (18,540) - 1,821,687

*Capital assets as of June 30, 2012 have been restated. See footnote 19.

Changes in long-term liabilities for the Successor Agency year ended June 30, 2013 are as
follows:

Balance at Balance at Due within
June 30, 2012 Additions Deletions June 30, 2013 One year

Bonds Payable:
1998 Tax Allocation Bonds $ 15,205,000 - (15,205,000) - -
2003 Tax Allocation Bonds 9,845,000 - (9,845,000) - -
2006 Tax Allocation Bonds 14,375,000 - (165,000) 14,210,000 175,000
2013 Tax Allocation Bonds - 22,090,000 - 22,090,000 1,785,000
Unamortized premium - 2,300,249 - 2,300,249 -

Total long-term liabilities $ 39,425,000 24,390,249 (25,215,000) 38,600,249 1,960,000
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(18) Successor Agency Activities, (Continued)

2006 Tax Allocation Bonds

On September 1, 2006, the former Redevelopment Agency issued tax allocation
refunding bonds in the amount of $15,000,000 to finance redevelopment projects
benefiting the Project Area and to advance refund the Agency’s $5,000,000 Magnolia
Redevelopment Project, Tax Allocation Notes, issue of 2004.

The bonds accrue interest at 4.47% and mature on September 1, 2036. The interest and
principal on the notes are payable from pledged tax increment revenues. The principal
balance of outstanding notes at June 30, 2013 is $14,210,000.

2013 Tax Allocation Refunding Bonds

On May 9, 2013, the Successor Agency of the former Redevelopment Agency issued tax
allocation refunding bonds in the amount of $22,090,000 to refund the outstanding
aggregate principal amount of the 1998 and 2003 Tax Allocation Bonds.

Interest rates on the bonds range from 2.00% to 5.00% and are payable semi-annually on
March 1 and September 1 of each year until maturity. The interest and principal of the
bonds are payable from pledged tax increment revenues of the Merged Project Area.
Term Bonds maturing September 1, 2018 and September 1, 2023 are subject to
mandatory sinking fund redemption, in part by lot, on September 1, 2014 and September
1, 2019, respectively, and on each September 1 thereafter at a price equal to the principal
amount thereof plus accrued interest.

There are certain limitations regarding the issuance of parity debt as further described in
the official statement. The principal balance of outstanding bonds at June 30, 2013 is
$22,090,000.

The advance refunding resulted in an economic gain (difference between the present
value of the debt service payments on the new and old debt) of $2,217,759 and a
reduction of total debt service payments of $2,594,089.
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(18) Successor Agency Activities, (Continued)

The annual debt service requirements for the bonds as of June 30, 2013 are as follows:

Year 2013 Tax 2006 Tax

ending Allocation Bonds Allocation Bonds

June 30 Principal Interest Principal Interest

2014 $1,785,000 680,688 175,000 611,869

2015 1,770,000 633,644 180,000 604,431

2016 1,805,000 584,388 190,000 596,781

2017 1,840,000 532,819 195,000 588,706

2018 1,900,000 578,938 205,000 580,419

2019 1,955,000 419,768 210,000 572,731

2020 2,030,000 357,930 220,000 564,331

2021 2,115,000 292,940 230,000 555,531

2022 2,200,000 224,758 240,000 546,331

2023 2,290,000 153,503 250,000 536,431

2024 2,400,000 78,570 265,000 525,806

2025 - - 2,460,000 514,544

2026 - - 2,580,000 409,994

2027 - - 1,005,000 300,344

2028 - - 1,055,000 257,631

2029 - - 380,000 211,475

2030 - - 460,000 194,850

2031 - - 480,000 174,725

2032 - - 500,000 153,725

2033 - - 535,000 131,850

2034 - - 560,000 107,775

2035 - - 585,000 82,575

2036 - - 610,000 56,250

2037 - - 640,000 28,800

Totals $22,090,000 4,537,946 14,210,000 8,907,905
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(19) Prior Period Adjustments

During the fiscal year ended June 30, 2013, the City implemented GASB Statement No.
65 and in conformance with this new guidance, all unamortized debt issuance costs
previously recorded as other assets were written off and certain revenue that had been
previously recognized as unearned was recognized as revenue. The prior year adjustment
has been reflected as of the last fiscal year presented in the accompanying financial
statements.

An adjustment to prior year was also posted in the Private Purpose Trust Fund to write off
land held for resale that had been sold in prior year.

Governmental
Activities

Business-type
Activities

Private Purpose
Trust Fund

Net Position at June 30, 2012,
as previously reported $ 282,958,542 113,879,239 (25,578,916)

Adjustment to write off
unamortized debt issuance costs (551,945) (141,440) (796,208)

Adjustment to recognize revenue
in accordance with the
implementation of GASB 65. 220,230 - -

Adjustment to write off land held
for resale that had been sold in
prior years - - (730,000)

Adjustment to fixed assets
reported in the Successor Agency

- -____ 390,828

Net Position at June 30, 2012,
as restated $ 282,626,827 113,737,799 (26,714,296)

Non-Major
Governmental

Fund
Fund Balance at June 30, 2012,
as previously reported $ 6,793,653

Adjustment to recognize revenue
in accordance with the
implementation of GASB 65. 220,230

Fund Balance at June 30, 2012,
as restated $ 7,013,883
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NON-MAJOR SPECIAL REVENUE FUNDS

Special Revenue Funds are used to account for specific revenues that are legally restricted to
expenditure for particular purposes.

The City of Upland has the following Non-Major Special Revenue Funds:

Gas Tax Fund – To account for gasoline taxes received from the State of California to be used
for street maintenance and improvements only.

Sanitary Sewer Facility Development Fund – To account for revenue collected to expand both
the City’s and the region’s sanitary sewage facilities to accommodate current and future growth.

Community Development Block Grant Fund – To account for revenue and costs related to the
activities approved and funded by the United States Department of Housing and Urban
Development.

Measure I Capital Infrastructure Fund – To account for revenue received from the State of
California from a special ½% sales tax to be used for street maintenance and improvements only.

Air Quality Pollution Reduction Fund – To account for the receipt of funds generated by AB2766
which sets forth requirements for reduction of air pollution from mobile sources as promulgated
by the SCAQMD.

CBD Parking and Business Improvement Fund – To account for revenues received from an
additional levy of the general business license tax imposed on businesses to be used for the
acquisition, construction and maintenance of parking facilities for the benefit of the area.

SB509 Public Safety Sales Tax Fund – To account for revenue and expenditures related to the
half-cent sales tax enacted by Proposition 172 and SB509.

Police Grants Fund – To account for revenue received by the State of California and federal
government including Local Law Enforcement Block Grants and State COPS.

Other Grants Fund – To account for revenue and expenditures related to state grants for library
and recycling programs.

Prop 30 – To account for revenue and expenditures related to Prop 30 activities.
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MAJOR AND NON-MAJOR DEBT SERVICE FUNDS

Debt Service Funds are used to account for the accumulation of resources for, and the payment
of, long-term debt principal and interest.

The City also has the following Non-Major Debt Service Fund:

Public Financing Authority – To account for the payment of principal and interest on the City’s
general debt issues.
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MAJOR AND NON-MAJOR CAPITAL PROJECTS FUNDS

Capital Projects Funds are used to account for the purchase or construction of major capital
facilities which are not financed by Proprietary Funds or Trust Funds. Capital Projects Funds are
ordinarily not used to account for the acquisition of furniture, fixtures, machinery, equipment and
other relatively minor or comparatively short-lived capital assets.

The City of Upland has the following Non-Major Capital Projects Funds:

Park Acquisition and Development Fund – To account for revenue from the Dwelling Unit
Construction Tax which must be used for the acquisition and development of park facilities
within the City.

General Capital Improvements Fund - To account for the acquisition and construction of major
capital facilities other than those financed by proprietary funds and trust funds.

Storm Drain Development Fund – To account for the revenues received from the fees on various
building permits to be used for the creation of a storm drain system in cooperation with other
governmental entities in the area.

Street and Traffic Safety Development Fund – To account for the revenues received from fees on
various building permits to be used for improved street and traffic facilities.

Community Facilities District Capital Projects Fund - This fund is used to account for the
revenues received from the issuance of Community Facilities District debt and the acquisition
and construction of certain capital projects within the Community Facilities District.
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INTERNAL SERVICE FUNDS

The internal service funds are used to account for goods and services provided by one City
department to other City departments on a cost reimbursements basis.

The City of Upland has the following Internal Service Funds:

Self-Funded Liability – To account for the accumulation and allocation of costs associated with
the City’s Workers’ Compensation Self Funded Liability Program.

Vehicle Replacement – To account for the accumulation and allocation of costs associated with
the repair and maintenance of City owned vehicles.
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FIDUCIARY FUNDS

Agency Funds are used to account for assets held by a government in a trustee capacity or as an
agent for individuals, private organizations, other governments, and/or other funds.

The City of Upland has the following Agency Funds:

1915 Assessment District 87-1 – To account for revenues received from the County to be used
for the payment of debt issued to finance the acquisition of certain public rights of way and
construction of certain public improvements.

Community Facilities District 2003-1 – To account for revenues received from property holders
for the payment of debt issued to finance the acquisition of certain public rights of way and
construction of certain public improvements.

Community Facilities District 2003-2 – To account for revenues received from property holders
for the payment of debt issued to finance the acquisition of certain public rights of way and
construction of certain public improvements.

Welfare Committee – To account for employee contributions to provide future financial
assistance to employees in the event of a personal financial emergency.

Upland 54 – To account for revenues received from property holders for the payment of debt
issued to finance the acquisition of certain public rights of way and construction of certain public
improvement.
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