INTRODUCTORY SECTION






Budgeting Controls. The City also maintains control of its fiscal condition through the budget. The
objective of the budget is to ensure funds are expended in accordance with the wishes of the City
Council. Activities of the General Fund, Special Revenue Funds, and the Capital Project Funds are
included in the budget. The level of budgetary control is the department level within the fund. The
City Council may amend the budget by motion during the fiscal year. The City uses the
encumbrance system as a management control technique to assist in controlling expenditures. At
year-end, all appropriations and encumbrances are canceled (allowed to lapse) and thus are not
included in reported expenditures.

Debt Administration. The City of Downey has no general obligation debt. However, the City does
have two revenue bond issues and one tax allocation bond issue. Note 9, of the Notes to Basic
Financial Statements, presents more detailed information about these debt issues. The City uses
various trustees as its paying agents for all bonds and coupons. The City deposits with the trustee,
according to agreement, principal and interest requirements as appropriate.

A list of the City's debt issues is summarized below:

Principal Issue Trustee Outstanding
Downey Public Facilities Financing
Corporation:
2002 Certificates of Participation U.S. Bank $ 9,360,000
City of Downey Civic Center Corporation:
1996 Certificates of Participation Western Trust 3,850,000
Downey Community Development
Commission:
1997 Tax Allocation Bonds First Trust California 8,560,000
California Statewide Communities
Development Authority:
2005 Pension Obligation Bonds Wells Fargo 20,545,000

Cash Management. The City invests all idle funds in a pooled account pursuant to an investment
program governed by a City Council adopted investment policy. This policy places certain
restrictions on the City's investment program beyond those already established by State law. The
major restrictions are as follows:

(1)  All banks and/or savings and loans that the City shall place money in must be
located within the State of California.

(2) All government securities, repurchase agreements, and banker's acceptances,
shall be purchased through the City's primary bank or other major bank only.
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(3) Specific instruments may not be purchased without prior Council approval.
Some of the instruments are inverse floaters, interest only strips, equity-linked
securities, options, futures, swaps, or reverse repurchase agreements to name a
few.

During 2005-06, the City directly managed the day to day investing of a portfolio averaging
$103,949,000 yielding approximately $3,483,195. Interest was credited to funds based on month-
end cash and investment balances.

Risk Management. The City self-insures for a substantial part of its operation. Workers'
Compensation, employee health benefits, and general liability are managed on a self-insured basis.
The City contracts with third-party administrators to process claims and help manage these
programs.

The self-insured retention, the amount payable at June 30, 2006 and the limit of excess insurance
coverage are as follows:

Amount Limit of
Self-Insured Payable Insurance
Retention 6-30-06 Coverage
Workers' Compensation $ 750,000 $ 7,542,000 $ 50,000,000
Employee Health Benefits 85,000 900,000 1,000,000
General Liability 2,000,000 2,305,000 20,000,000

The amount payable includes the calculated (projected) value of Incurred but Not Reported (IBNR)
claims. The various amounts are based upon information provided by the City's Claim Administrator
and Actuary.

The City purchases all risk property insurance for its buildings and property that includes earthquake
and flood protection. There is a $50,000 deductible for property and 5% of value deductible for
earthquake.

OTHER INFORMATION

Independent Audit. The City Charter requires an annual audit of the books of account, financial
records, and transactions of all administrative departments of the City by an independent certified
public accountant. Accordingly, this year's audit was completed by Diehl, Evans and Company,
LLP. The auditor's report has been included in this report.




Government Finance Officers Association of the United States and Canada (GFOA) Certificate
of Achievement Award. The GFOA awarded a Certificate of Achievement for Excellence in
Financial Reporting to the City of Downey for its comprehensive annual financial report for the
fiscal year ended June 30, 2005 In order to be awarded a Certificate of Achievement, a government
must publish an easily readable and efficiently organized comprehensive annual financial report.
This report must satisfy both generally accepted accounting principles and applicable legal
requirements. A Certificate of Achievement is valid for a period of one year only. 1believe our
current comprehensive annual financial report continues to conform to the Certificate of
Achievement Program’s requirements and I am submitting it to the GFOA to determine its eligibility
for another certificate.

California_Society of Municipal Finance Officers (CSMFQ) Certificate of Award for
QOutstanding Financial Reporting. The CSMFO awarded a Certificate of Award for Outstanding
Financial Reporting to the City for its comprehensive annual financial report for the fiscal year ended
June 30, 2005. The certificate is issued in recognition of meeting professional standards and criteria
in reporting which reflect a high level of quality in the annual financial statements and in the
underlying accounting system from which the reports were prepared. For fiscal years beginning
June 30, 2006, CSMFO will no longer be issuing a separate certificate for outstanding financial
reporting if the City qualifies and submitted for the ‘awards program sponsored by the GFOA.
Therefore, in lieu of applying for the CSMFO awards program, the City will continue to apply for the
GFOA awards program.

Acknowledgments. The preparation of this report on a timely basis could not be accomplished
without the efficient and dedicated services of the entire staff of the Finance Department. I would
like to express my sincere appreciation to all members of the Finance Department, especially the
Finance Manager, Maurina Lee. In addition, I want to acknowledge the efforts of the City's audit
firm Diehl, Evans and Company LLP, who also assisted in the preparation of this report. Finally, I
would like to thank the City Manager, Assistant City Manager and members of the City Council for
their support in planning and conducting the financial operations of the City in a responsible and
progressive manner.

Respectfully submitted,
John Michicoff
Director of Finance
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CITY OF DOWNEY
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CITY OF DOWNEY

ORGANIZATIONAL CHART
BOARDS AND COMMISSIONS CITIZENS OF OTHER BOARDS AND
DOWNEY COMMISSIONS
Required by Charter |
Planning Commission Design Review Board
Personnel Advisory Board ELECT Community Service Commission
Library Advisory Board Keep Downey Beautiful
| Parking Place Commission
5 MEMBER Water Advisory Board
CITY COUNCIL Traffic Committee
Who Elect Mayor Project Area Committee
Amnually Downey Hospital Commission
COUNCIL APPOINTS
CITY CLERK CITY MANAGER CITY ATTORNEY
Deputy City Manager Economic Development
CITY MANAGER APPOINTS
DEPARTMENT HEADS
ASSISTANT CITY MANAGER
Personnel Division
Public Information/Cable TV
|
COMMUNITY FIRE POLICE FINANCE DEVELOPMENT | [ PUBLIC WORKS
SERVICES DEPARTMENT | | DEPARTMENT ( [ DEPARTMENT SERVICES DEPARTMENT
Recreation Administration Administration Administration Administration Administration
Library Suppression Field Operations Purchasing Planning Engineering
Theatre Paramedics Detective Accounting Building & Safety Water & Sewer
Social Services Prevention Code Enforcement Cashier Housing Physical Services
Joint Communications MIS
Emergency Prep.
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CITY OF DOWNEY

CAPITAL ASSET STATISTICS BY FUNCTION

Last Ten Fiscal Years

Function 1996-97 1997-98 1998-99 1999-00 2000-01 2001-02 2002-03 2003-04 2004-05 2005-06

Public Safety

Number of Police stations 1 1 1 1 1 1 1 1 1 1

Number of Fire stations 4 4 4 4 4 4 4 4 4 4
Highways and streets

Miles of streets 210 210 210 210 210 210 210 210 210 210

Traffic signals 80 80 30 30 80 102 102 115 115 115

No. of street lights 5,072 5,072 5,072 5,072 5,072 5,430 5,430 5,430 5,430 5,430
Water

Number of active water wells 20 20 20 20 20 20 20 20 20 20

Number of reservoirs 1 1 1 1 1 1 1 1 1 1

Miles of lines & mains 304 304 304 304 315 320 320 320 320 320
Sewer

Miles of sanitary sewer 187 187 187 187 187 187 187 187 187 187
Culture and Recreation

Number of parks 11 11 11 11 11 11 11 11 11 11

Number of community centers 1 1 1 1 1 1 1 1 1 1

Number of golf course 1-18-hole 1-18-hole 1-18-hole 1-18-hole 1-18-hole 1-18-hole 1-18-hole 1-18-hole 1-18-hole 1-18-hole

Source: Finance Department, City of Downey
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