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LOCAL AGENCY FORMATION COMMISSION OF NAPA COUNTY

Management’s Discussion and Analysis

The Local Agency Formation Commission of Napa County (Commission) administers a section of
Califomia Government Code now known as the Cortese-Knox-Hertzberg Local Government
Reorganization Act of 2000. The Commission is delegated regulatory and planning responsibilities to
coordinate the fogical formation and development of local agencies in a manner preserving agricultural
and open-space resources, promoting the orderly extension of municipal services, and discouraging
urban sprawl. Key duties include regulating boundary changes through annexations or detachments,
approving city incorporations or disincorporations, and forming, consolidating, or dissolving special
districts. The Commission is also responsible for preparing studies to inform its regulatory activities,
including establishing and updating spheres of influence for all cities and special districts within its
jurisdiction. Spheres are planning tools used by the Commission to designate the territory it believes
represents the appropriate and probable future service area of the affected agency. All jurisdictional
changes, such as annexations, must be consistent with the spheres of the affected agencies with limited
exceptions. As of June 30, 2013, there are currently 23 cities and special districts subject to Commission
jurisdiction in Napa County.

The Commission was first established in 1963 as an office within the County of Napa (County). From
1963 to 2000, 100% of the Commission’s annual budget was funded by the County. On July 1, 2001, in
conjunction with the enactment of the Cortese-Knox-Hertzberg Local Government Reorganization Act of
2000, the Commission became autonomous of the County in terms of fulfilling its statutory duties and
responsibilities. This transition was highlighted by the Commission appointing its own executive officer
and counsel as well as altering its funding to include contributions from the five cities in Napa County:
American Canyon; Calistoga; Napa; St. Helena; and Yountville. The County is now responsible for
funding 50% of the Commission’s annual budget with the remaining portion divided among the five cities
based on a locally adopted formula as provided under Government Code Section 56381.

This narrative overview and analysis of the financial activities for the fiscal year ending June 30, 2013, is
offered by the Commission’s manager, the Executive Officer, to provide greater context to the audit
performed by the Commission’s independent auditor, GALLINA LLP. Please read it in conjunction with
the Commission’s financial statements, which follow this section.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the Commission’s basic financial
statements. The following Statement of Net Position and Governmental Fund Balance Sheet, and the
Statement of Activities and Governmental Fund Revenues, Expenditures and Changes in Fund Balance,
provide information about the activities of the Commission. The financial statements also include various
note disclosures, which further describe the Commission’s activities.

Government-Wide Statements

The government-wide financial statements are designed to provide readers with a broad overview of the
Commission’s finances, in a manner similar to a private sector business.

The Statement of Net Position presents information on all of the Commission’s assets and liabilities, with
the difference between the two reported as net position.

The Statement of Activities presents information showing how the Commission’s net position changed
during the most recent fiscal year. All changes in net position are reported as soon as the underlying
event giving rise to the change occurs, regardless of the timing of related cash flows. Thus revenues and
expenses are reported in the statement for some items that will only result in cash flows in future fiscal
periods (e.g. earned but unused vacation leave).






LOCAL AGENCY FORMATION COMMISSION OF NAPA COUNTY

Management’s Discussion and Analysis (continued)

Condensed Statement of Net Position
As of June 30,

2013 2012 Variance

Current assets $ 195627 $ 173,948 $ 21,679
Noncurrent assets 3,933 7,864 (3,931)

Total Assets 199,560 181,812 17,748
Current liabilities 15,376 14,436 (940)
Long term liabilities 40,203 39,725 (478)

Total Liabilities 55,579 54,161 (1,418)
Net Position
Net investment in capital assets 3,933 7,864 (3,931)
Unrestricted 140,048 119,787 20,261

Total Net Position ) 143987 5 127657 % 16,330

State law requires the County and the five cities of Napa County fund the Commission’s budget each year.
The Commission is also authorized to establish and collect fees for purposes of offsetting agency
contributions. 1t is also the practice of the Commission to make use of its unrestricted fund balance to help
cover operating costs to help minimize the fiscal impact on local agencies as long as the balance does not fall
below the equivalent of three months of operating expenses. This practice of using the unrestricted fund
balance to help cover operating costs occasionally results in budgeting an operating shortfall. For the fiscal
year ending June 30, 2013, the Commission budgeted an operating shortfall of ($18,811). The actual
operating net was a surplus of $16,330 due to lower than anticipated costs legal services and other
operational cost savings.

Changes in Net Position

The government-wide financial statement presented on the following page represents an analysis of the
Commission’s governmental activities. It should be noted that /ntergovernmental Revenues represent the
amount each agency was required to contribute to the Commission’s budget. The sum of these
contributions and the fund balance at the beginning of the fiscal year must sum to the adopted budget.






LOCAL AGENCY FORMATION COMMISSION OF NAPA COUNTY

Management's Discussion and Analysis (continued)

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET

The Commission is committed to fulfilling its state-mandated mission with as little fiscal impact on local
agencies as possible. In preparing the budget for fiscal year 2013-2014 the Commission used a spending
baseline to estimate how much it would cost to continue the level of its activities and services at next
year's price for labor and supplies. The Commission’s adopted fiscal year 2013-2014 budget is $448,755,
an overall percentage increase of 3.8% from prior year's budget which offsets inflationary increases by a
saving on property rental costs resulting from moving to a more efficient office space.

CONTACTING THE COMMISSION

This financial report is designed to provide a general overview of the Commission’s finances for all those
interested. Through a memorandum of understanding, the County provides certain management and
administrative functions, including financial management and accounting. Questions concerning any of
the information provided in this report or requests for additional financial information should be addressed
to:

Local Agency Formation Commission of Napa County
1030 Seminary Street, B
Napa, California, 94559






LOCAL AGENCY FORMATION COMMISSION OF NAPA COUNTY

Assets
Current Assets:
Cash in County Treasury
Imprest cash
Deposits with others
Total Current Assets

Non-Current Assets:
Capital assets, net
Total Assets

Liabilities
Current Liabilities:
Accounts payable
Accrued salaries
Total Current Liabilities

Non-Current Liabilities:

Portion due or payable within one year:

Compensated absences
Portion due or payable after one year:
Compensated absences
Total Non-Current Liabilities

Total Liabilities

Net Position
Net investment in capital assets
Unrestricted

Total Net Position

The accompanying notes are an integral part of these financial statements.

Statement of Net Position
June 30, 2013

8

$

193,527
100
2,000

195,627

3,933

199,560

1,555
13,821

15,376

11,914

28,289

40,203

55,579

3,933
140,048

$

143,981







LOCAL AGENCY FORMATION COMMISSION OF NAPA COUNTY

Balance Sheet
Governmental Funds
June 30, 2013

Assets

Cash in County Treasury $ 193,527

Imprest cash 100

Deposits with others 2,000
Total Assets $ 195,627

Liabilities

Accounts payable $ 1,555

Accrued salaries 13,821
Total Liabilities 15,376

Fund Balance

Assigned 12,863

Unassigned 167,388
Total Fund Balance 180,251
Total Liabilities and Fund Balance 5 195,627

The accompanying notes are an integral part of these financial statements.
10






LOCAL AGENCY FORMATION COMMISSION OF NAPA COUNTY

Statement of Revenues, Expenditures and Changes in Fund Balance
Governmental Funds
For the Year Ended June 30, 2013

Revenues
Intergovernmental revenues:
County of Napa $ 204,787
Other governmental agencies 204,787
Pianning fees 23,578
Interest income 1,985
Other revenues 180
Total Revenues 435,317

Expenditures

Salaries and benefits 312,063
Services and supplies 102,515

Total Expenditures 414,578
Change in Fund Balance 20,739
Fund Balance - Beginning of Year 159,512
Fund Balance - End of Year $ 180,251

The accompanying notes are an integral part of these financial statements.
12






LOCAL AGENCY FORMATION COMMISSION OF NAPA COUNTY

Notes to Financial Statements
June 30, 2013

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Reporting Entity

The Local Agency Formation Commission of Napa County (Commission) was created in 1963 by the
California Legislature to encourage the orderly formation and development of local agencies, promote the
efficient extension of municipal services, and protect against the premature conversion of agricultural and
open-space lands. in 2001, following the enactment of the Cortese-Knox-Hertzberg Local Government
Reorganization Act of 2000, the Commission became an independent agency separate from Napa
County. As of June 30, 2013, there are 23 cities and special districts under the jurisdiction of the
Commission in Napa County.

The Commission is comprised of five regular and three alternate members. Each member is appointed
pursuant to California Government Code Section 56000 et. Seq. and represents one of the following three
interests:

e County Members: Two regular and one alternate member represent Napa County. These members
are Board of Supervisors. Appointments are made by the Board of Supervisors.

e City Members: Two regular and one alternate member represent the five cities in Napa County. The
members are mayors or council members. Appointments are made by the City Selection Committee.

e Public Members: One reguiar and one alternate member represent the general public. Appointments
are made by the county and city members on the Commission.

The Commission includes all activities (operations of its administrative staff and commission officers)
considered to be a part of the Commission. The Commission reviewed the criteria developed by the
Governmental Accounting Standards Board (GASB) in its issuance of Statement No. 14, relating to the
financial reporting entity to determine whether the Commission is financially accountable for other entities.
The Commission has determined that no other outside entity meets the above criteria, and therefore, no
agency has been included as a component unit in the financial statements. In addition, the Commission is
not aware of any entity that would be financially accountable for the Commission that would resuit in the
Commission being considered a component unit of that entity.

B. Basis of Presentation and Accounting
Government-Wide Statements

The statement of net position and statement of activities display information about the primary
government (Commission). These statements include the financial activities of the overall Commission.

The statement of activities presents a comparison between direct expenses and program revenues for
the Commission’s governmental activity. Direct expenses are those that are specifically associated with
the Commission. Program revenues include grants and contributions that are restricted to meeting the
operational or capital requirements of the Commission. Revenues that are not classified as program
revenues, including all taxes and investment income, are presented as general revenues.

14






LOCAL AGENCY FORMATION COMMISSION OF NAPA COUNTY

Notes to Financial Statements
June 30, 2013

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

D. Compensated Absences (continued)

The Commission accounts for compensated absences in accordance with Governmental Accounting
Standards Board Statement No. 16 Accounting for Compensated Absences. The earned vacation is
payable upon termination and is reported at the current balance of the liability. There is no payout of sick
leave upon termination from the Commission.

E. Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect certain reported amounts and
disclosures. Accordingly, actual results could differ from those estimates.

NOTE 2: CASH
Cash at June 30, 2013 consisted of the following:

Cash in County Treasury $ 193,527

The Commission maintains all of its cash and investments with the Napa County Treasurer in an
investment pool. On a quarterly basis the Treasurer allocates interest to participants based upon their
average daily balances. Required disclosure information regarding categorization of investments and
other deposit and investment risk disclosures can be found in the County’'s financial statements. Napa
County’s financial statements may be obtained by contacting Napa County’s Auditor-Controller’s office at
1195 Third Street, Room B-10, Napa, California 94559. The Napa County Treasury Oversight Committee
oversees the Treasurer's investments and policies.

Required disclosures for the Commission’s deposit and investment risks at June 30, 2013, were as
follows:

Credit risk Not rated

Custodial risk Not applicable
Concentration of credit risk Not applicable
Interest rate risk Not available

investments held in the County's investment pool are available on demand and are stated at cost pius
accrued interest, which approximates fair value.

16






LOCAL AGENCY FORMATION COMMlSSION OF NAPA COUNTY

Notes to Financial Statements
June 30, 2013

NOTE 5: NET POSITION/FUND BALANCE (CONTINUED)

Fund Balance

Governmental funds report fund balance in classifications based primarily on the extent to which the
Commission is bound to honor constraints on the specific purposes for which amounts in the funds can
be spent. As of June 30, 2013, fund balances for governmental funds are made up of the following:

e Nonspendable fund balance ~ amounts that are not in spendable form (such as inventory) or are
required to be maintained intact.

e Restricted fund balance — amount constrained to specific purposes by their providers (such as
grantors, bondholders, and higher levels of government), through constitutional provisions, or by
enabling tegislation.

¢ Committed fund balance — amounts constrained to specific purposes by the Commission itself, using
its highest level of decision-making authority. To be reported as committed, amounts cannot be used
for any other purpose unless the Commission takes the same highest level of action to remove or
change the constraint.

e Assigned fund balance — amounts the Commission intends to use for a specific purpose. Intent can
be expressed by the Commission’s board or by an official or body to which the Commission’s board
delegates the authority.

e Unassigned fund balance —~ amounts that are available for any purpose. Positive amounts are
reported only in the general fund.

The Commission’s board establishes (and modifies or rescinds) fund balance commitments by adopting a
final budget no later than June 15" and approving amendments as needed throughout the fiscal year. A
fund balance commitment is further indicated in the budget document as a designation or commitment of
the fund (such as for special incentives).

In circumstances when an expenditure is made for a purpose for which amounts are available in multiple
fund balance classifications, fund balance is generally depleted in the order of restricted, committed,
assigned, and unassigned.

The Commission strives to maintain an unassigned fund balance to be used for unanticipated
emergencies of approximately three months of expenditures.

NOTE 6: RELATED PARTY TRANSACTIONS

During the fiscal year ended June 30, 2013, the Commission paid Napa County, a related party, $36,149
for legal, personnel, and other support services.

In addition, the Commission received $204,787 during the fiscal year ended June 30, 2013, from Napa
County, a related party, pursuant to Government Code Section 56381. The County provides half of the
intergovernmental revenue to the Commission. The other half is funded by City of Napa, City of St.
Helena, City of American Canyon, City of Calistoga and Town of Yountville.

18






LOCAL AGENCY FORMATION COMMISSION OF NAPA COUNTY

Notes to Financial Statements
June 30, 2013

NOTE 10: RISK MANAGEMENT

The Commission is exposed to various risks of loss related to torts; theft of, damage to, and destruction of
assets; errors and omissions; injuries to employees; and natural disasters. The Commission participates
in Napa County's risk pool. Information about coverage can be found in the County’s basic financial
statements.

NOTE 11: RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS

In June 2011, the GASB issued Statement No. 63, Financial Reporting of Deferred Outflows of
Resources, Deferred Inflows of Resources, and Net Position, effective for periods beginning after
December 15, 2011. This statement provides financial reporting guidance for identifying and reporting
deferred outflows of resources and deferred inflows of resources. Management has completed its
assessment of this statement, determined that it would not have a material effect on the Commission’s
financial position or results of operations, and has implemented it.

20
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LOCAL AGENCY FORMATION COMMISSION OF NAPA COUNTY

Revenues
Intergovernmental revenues
Interest income
Planning fees
Other

Total Revenues

Expenditures
Salaries and benefits
Services and supplies
Depreciation

Total Expenditures

Change in Fund Balance

Fund Balance - Beginning of Year

Fund Balance - End of Year

Budgetary Comparison Schedule
June 30, 2013

Explanation of Differences between Budgetary Outflows and USGAAP Expenditures:

Uses/outflows of resources:

Actual amounts (budgetary basis) "total expenditures”

from the budgetary comparison schedule

Differences - budget to USGAAP:

Depreciation expense

Total expenditures as reported on the statement of revenues, expenditures

and changes in fund balance

Original Final Actual Amounts Variance with
Budget Budget (Budgetary Basis) Final Budget
$ 409,574 $ 409,574 $ 409,574 -
4,076 4,076 1,985 (2,091)
- - 23,578 23,578
- - 180 180
413,650 413,650 435,317 21,667
311,287 312,197 312,063 134
117,243 116,333 102,515 13,818
3,931 3,931 3,931 =
432,461 432,461 418,509 13,952
$  (18811) $ (18811) 16,808 35,619
159,512
3 176,320
$ 418,509
(3,931)
$ 414,578
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