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Honorable Board of Directors
San Joaquin Council of Governments

State law requires that all general-purpose local governments publish within six months of
the close of each fiscal year a complete set of financial statements presented in conformity
with generally accepted accounting principles (GAAP) and audited in accordance with
generally accepted auditing standards by a firm of licensed certified public accountants.
Pursuant to that requirement, we hereby issue the comprehensive annual financial report of
the San Joaquin Council of Governments (Council) for the fiscal year ended June 30, 2006.

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

The Council’s financial statements have been audited by Pressley and Associates, Inc. a
licensed certified public accountant. The goal of the independent audit was to provide
reasonable assurance that the financial statements of the Council for the fiscal year ended
June 30, 2006, are free of material misstatement. The independent audit involved
examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements; assessing the accounting principles used and significant estimates made by
management; and evaluating the overall financial statement presentation. The independent
auditor concluded, based upon the audit, that there was a reasonable basis for rendering an
unqualified opinion that the Council’s financial statements for the fiscal year ended June
30, 2006, are fairly presented in conformity with GAAP. The independent auditor’s report
is presented as the first component of the financial section of this report.



The independent audit of the financial statements of the San Joaquin Council of
Governments was part of a broader, federally mandated “Single Audit” designed to meet
the special needs of federal grantor agencies. The standards governing Single Audit
engagements require the independent auditor to report not only on the fair presentation of
the financial statements, but also on the audited government’s internal controls and
compliance with legal requirements involving the administration of federal awards. These
reports are available in the Council’s separately issued Single Audit Report.

GAAP require that management provide a narrative introduction, overview, and analysis to
accompany the basic financial statements in the form of Management’s Discussion and
Analysis (MD&A). This letter of transmittal is designed to complement MD&A and
should be read in conjunction with it. The Council’s MD&A can be found immediately
following the report of the independent auditors.

Profile of the Government

The San Joaquin Council of Governments is a Joint Powers Agency created in 1968 by the
County of San Joaquin and the Cities of Stockton, Lodi, Manteca, Tracy, Ripon and
Escalon. In 1991, the City of Lathrop signed onto the Joint Powers Agreement. The role
of the Council of Governments is to serve the functions designated by the signatories to the
agreement. Generically the Council’s role is to foster intergovernmental coordination both
within San Joaquin County as well as with neighboring jurisdictions, the other regional
agencies in the San Joaquin Valley, the State of California and various Federal agencies.
The specific roles of the Council of Governments are described below. The Council of
Governments is directed by a fifteen member Board composed of twelve locally elected
officials and three ex-officio members. The Board has three members of the San Joaquin
County Board of Supervisors, three members of the Stockton City Council, and one
member from each of the six remaining cities. The ex-officio members are a member of
the Stockton Port District Board of Commissioners, a member of the Board of the San
Joaquin Regional Transit District, and the Director of Caltrans District 10. The activities
of the Council of Governments are carried out by a professional staff.

The roles of the San Joaquin Council of Governments

Since 1969 the Council of Governments has filled a variety of niches for its member
jurisdictions. Some of these, such as the A-95 review process have come and gone based
on changing federal policy. Others, such as the Local Transportation Authority Agency are
relatively new functions. A short description of each of these roles is contained below:

A. Regional Transportation Planning Agency (RTPA)

In 1973, the Council was recognized as the Regional Transportation Planning Agency for
San Joaquin County. Initially the designation related solely to the administration and
allocation of Transportation Development Act funds for public transit and possible road
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and street projects. However, over time the role has expanded to serve as the agency
responsible for adopting a Regional Transportation Plan, a Regional Transportation
Improvement Program which programs local, state and federal funds within the County’s
boundaries, and which gives the Council planning and coordination responsibilities over
most federal and state funding programs for transportation administered by the State of
Califonia.

B. Metropolitan Planning Organization (MPQ)

Metropolitan Planning Organization is a federal designation identifying the San Joaquin
Council of Governments as the agency responsible for carrying out federal guidelines and
statutes for planning and coordination. The passage of the Intermodal Surface
Transportation Efficiency Act, followed by the Transportation Equity Act for the 21
Century (TEA-21), and subsequently (SAFETEA- LU), has expanded this role. The
Council serves functions such as being designated a Transportation Management Area, and
being given Congestion Management functions.

C. Airport Land Use Commission (ALUC)

The Council serves as the agency responsible for preparing and enforcing 2 land use plan
around each public access airport in San Joaquin County. The purpose is to eliminate the
use of conflicting land uses around these airports in order to maximize public safety and
the long term effectiveness of the airports.

D. Center for Demographic Studies (CDS)

The Center for Demographic Studies (CDS) at SJCOG serves as the leading data center for
the San Joaquin County region. CDS helps government entities, private businesses, non-
profit organizations, and individual citizens make informed decisions by providing a wide
range of the most updated data for this region. Some of the services provided include:

Compiling and dispensing the latest data on population, economy and
transportation from various sources.

Producing projections through different methods for population, employment, and
housing growth trends in the region.

Integrating the cutting-edge Geographic Information System (GIS) technology with
data analysis.

Constructing maps to visually display the spatial characteristics of the data
Creating summaries as well as analytical reports periodically to present the latest
findings drawn from the newest data.

E. Congestion Management Agency (CMA)

SJCOG is the designated Congestion Management Agency (CMA) for San Joaquin
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County. The CMA is responsible for the establishment and administration of a Congestion
Management Program (CMP). The intent of a CMP is to analyze the cumulative impacts
of local land use decisions on regionally significant roadways — the Congestion
Management System (CMS). The CMP was originally a state requirement for local
governments to be eligible to receive the increased state gas tax authorized under
Proposition 111, which was approved by the voters in 1990. The state mandate was
subsequently revoked, but the CMP process is still required under current federal planning
regulations, and is a required element of the Measure K renewal ordinance.

F. Local Transportation Authority (LTA)

In November of 1990, San Joaquin County voters passed a ) cent increase in the sales tax
to support specific transportation improvements. The agency responsible for carrying out
the improvements and administering the program is the Local Transportation Authority. In
1990, the Council was named the Local Transportation Authority. The monies provided
under this ¥ cent sales tax are referred to often in this document as Measure K funds.

G. Commute Connection - Transportation Demand Management

The Council operates Commute Connection, the transportation demand management
marketing program for both San Joaquin and Stanislaus Counties. The commuter matching
program operates using Federal funds under a contract with the State of California and
Stanislaus Council of Governments. The Council has approximately 5,758 commuters
participating in the program.

H. Fair Share Housing Plan

The State establishes affordable housing targets for each county. In San Joaquin County,
the Council is responsible for determining the fair share distribution of those affordable
units among our member jurisdictions. This authority is provided for in state law and must
be done every five years.

I. Lead Agency - Transportation Air Quality Conformity

Federal planning regulations require that Metropolitan Planning Organizations demonstrate
that their plans and programs conform to applicable state air quality plans to meet federal
ambient air quality standards. The SJCOG traffic forecasting model is used to project
future vehicle miles traveled. This is used as input into the Air Resources Board’s EMFAC
emissions model, and the estimated emissions are compared to emissions budgets
determined as part of the atr quality planning process.

J. SICOG, INC.

SJCOG, INC. is a not-for-profit public benefit corporation established to act as the joint
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powers agency organized pursuant to the San Joaquin County Habitat Conservation Plan.
The Council is responsible for the administration of SJCOG, INC., which is a blended
component unit of the Council. The primary purpose of SICOG, INC. is the acquisition,
holding, administering and managing of real property and conservation easements pursuant
to the habitat conservation plan. Additional information on SICOG, INC., can be found in
Note A in the notes to the financial statements.

Budgetary controls

The annual budget serves as the foundation for the Council’s financial planning and
control. As required by the Joint Powers Agreement of the Council, the Council prepares
and legally adopts a final operating budget on or before April 1 of each year. The approved
budget must then be ratified by a majority of member govemments representing 55% of the
population of the County. Annual budgets are legally adopted for the General Fund.
Operating budgets are prepared on the modified accrual basis of accounting. Budgetary
control and the legal level of control are at the object level. Significant amendments,
appropriation transfers between objects and transfers from contingencies must be approved
by the Council’s Board of Directors. Supplemental appropriations financed by
unanticipated revenues also must be approved by the Board. No supplemental
appropriations were required during the year ended June 30, 2006.

Budget-to-actual comparisons are provided in this report for the Council’s general fund.
This comparison is provided on page 61 as part of the basic financial statements for the
governmental funds.

Factors affecting Financial Condition

The information presented in the financial statements is perhaps best understood when it is
considered from the broader perspective of the specific environment within which the
Council operates.

Local economy

San Joaquin County has experienced moderate economic growth throughout the past
decade. The average annual sales tax revenue has grown 10.0% from 1993 through 2003.
The economic downturn slowed sales tax growth to 6.03% for 2002-2003 and future
growth was 6.5% in 2003-2004, 10.3% in 2004-2005, and 7.6% in 2005-06.

Throughout the decade, the County has experienced significant retail growth with the
addition of auto malls, a new regtonal mall, so-called big box stores, outlet stores, and
revitalization of existing retail areas.

In addition, the County continues to be a major hub for warehousing and shipping. With
the Port of Stockton, three rail lines and two interstate highways that crisscross the County,

7



and direct interstate access to the San Francisco Bay Area, several large multi-modal
facilities have opened taking advantage of the transportation network.

Despite unemployment continuing to be higher than the State average, the County is
experiencing relatively low unemployment rates for an agriculturally based region.

Long-term financial planning
The Council of Governments' anticipated sources of funding are described below.
A. Federal Funding Sources

PL - These are dollars made available by the Federal Highway Administration for
Metropolitan Planning Organizations. They are allocated based on a statewide
apportionment and are meant to carry out Federal urban planning requirements and
mterests.

Federal Transit Administration Funding - This federal agency is responsible for federal
public transit investments. There are generally two sources of funds that have been used in
this area:

FTA MPO Planning Funds are made available to the MPO to support transit
planning in the urbanized areas. FTA Planning and Research Grants are planning
funds that the State allocates for special transit planning projects.

TDM Funds - The Council receives a combination of CMAQ, Measure K and other unique
grant funds for Ridesharing operations in San Joaquin County and contracts with the
Stanislaus Council of Governments (StanCOG) to provide these services in Stanislaus
County. StanCOG pays for these services using their CMAQ funds.

B. State Funding Sources

STA Funds - State Transit Assistance Funds are motor vehicle fuel sales tax monies
collected statewide under the Transportation Development Act. These funds are allocated
to San Joaquin County and distributed to eligible claimants to provide transit operator or
transit contract services.

C. Local Funding Sources

LTF Funds - Local Transportation Funds are retail sales tax monies that are collected
statewide under the Transportation Development Act. These funds are returned to San
Joaquin County and distributed to eligible claimants to provide transit services,
pedestrian/bicycle facilities and street and roads funding.



Member Jurisdictions - Occasionally, the Council will undertake a special study for a local
jurisdiction. That jurisdiction will either directly pay for the Council study, or provide
whatever matching funds are required to pay for the study.

Habitat Mitigation Fees — SICOG, INC. charges Habitat Mitigation Fees on acreage being
developed, in order to fund the acquisition and management of land and conservation
casements for habitat mitigation purposes.

Other Fees - Council charges fees for certain functions such as the Airport Land Use
Commission reviews and sales of Data Services information.

Local Transportation Authority (Measure K) - In November of 1990 San Joaquin County
voters passed a ' cent sales tax to fund specified transportation projects. Council's
administration (salaries & benefits) of that program can not exceed 1% of receipts.
Planning efforts undertaken to further a Measure K project can use these monies as well.

APCD Fees - The San Joaquin Valley Unified Air Pollution Control District allocates
funds raised from a $6 dollar fee placed on vehicle registrations. These funds go to operate
the District as well as pay for special projects that enhance the District's mission of
improving air quality in the Valley through Remove Grants to local and regional agencies.
It is expected that these funding sources, while to some extent affected by the California
budget issues, will continue to provide sufficient revenues to fund the Council’s project
objectives. In addition to the Council’s overall work program projects that involve
ridesharing, transportation and transit planning, habitat plan management, and computer
modeling, the following are specific areas where long-term financial planning has been a
key consideration:

AB 3090 Financing Agreements on Measure K Projects — The San Joaquin Council of
Governments (SJCOG) currently holds two AB 3090 cash reimbursement agreements with
the State of California. Under these agreements, SJCOG has loaned the State, Measure K
transportation sales tax funds to construct projects in place of the State Transportation
Improvement Program (STIP) funds previously programmed on projects by the California
Transportation Commission (CTC) when the CTC determined that the STIP funds would
not be available for allocation at the time of project construction. The first AB 3090 cash
reimbursement agreement was approved by the SJCOG Board in January 2004 and
subsequently by the CTC in April 2004 for $19,476,000 on the Route 99%/Hammer Lane
Interchange and Route 99 Widening Project. According to this AB 3090 agreement, the
$19,476,000 loan is programmed in the STIP to be paid back to SJCOG as cash in one
lump sum in fiscal year 2008/2009. The second AB 3090 cash reimbursement agreecment
was approved by the SJICOG Board in July 2005 and subsequently by the CTC in
September 2005 for $66,327,000 on the 1-205 Widening Project. According to this AB
3090 agreement, the $66,327,000 loan is programmed in the STIP to be paid back to
SJCOG as cash in three equal installments of $22,109,000 in fiscal years 2008/2009,
2009/2010, and 2010/2011.



Measure K renewal - In November 2006, San Joaquin County voters approved the
extension of Measure K, the % cent transportation sales tax, originally approved by County
voters in 1990 and scheduled to sunset in 2011. The renewal of Measure K will extend the
sales tax for an additional 30 years (2041). The Measure K renewal is estimated to
generate $2.5 billion dollars for the transportation programs identified in the adopted
expenditure plan. The categorical allocations of the Measure K renewal included Local
Street Repairs and Roadway Safety(35%), Congestion Relief projects (32.5%), Railroad
Crossing Safety projects(2.5%), and Passenger Rail, Bus and Bicycle(30%).

The following is a brief description of the Measure K program administered by the
Council:

Measure K Delivery - The Council 1s in the fifteenth year of administering the local half
cent sales tax and serving as the Local Transportation Authority for San Joaquin County.
The Measure K Program has made great strides in moving projects ahead. Measure K
funded design, environmental, and/or construction work on State highways (which are
under way) including: I-205 Widening, I-5 Benjamin Holt, and I-5 Hammer lane, Route 99
/Kettleman Lane, Route 99 widening from four to six lanes between Hammer Lane and the
Crosstown Freeway, Route 99/Route 120. Some of these projects are in the construction
phase.

In October 1998, commuter rail operations began on the Altamont Commuter Express,
providing service between Stockton and San Jose. In addition to providing substantive
funding for operations, the capital investment for eight rail cars was one hundred percent
funded by Measure K.

Regional transportation impact fee - The Council recently coordinated the approval of a
County-wide Regional Transportation Impact Fee. This unified fee schedule has been
adopted by the member agencies and is being implemented.

Federal reauthorization of SAFETEA-LU - The Council is currently participating in the
process of reauthorization of the TEA-21 Act as described below:

Federal transportation legislation has been delivered through the 1991 Intermodal Surface
Transportation Efficiency Act (ISTEA), the 1998 Transportation Equity Act for the 21%
Century (TEA-21), and more recently, the 2005 Safe, Accountable, Flexible, Efficient
Transportation Equity Act — A Legacy for Users (SAFETEA-LU). The Acts not only
infused the region with significant amounts of funding for transportation projects, but they
did so using new management tools giving the regional agencies, such as the Council,
greater responsibility in programming the expenditure of these funds. Along with the
responsibility to program the funds was the accountability to insure the projects were
delivered in a timely manner.

Cash management policies and practices

10



The Council’s cash is maintained with the San Joaquin County Treasurer’s cash and
investment pool. Interest earnings from this pool are allocated to the Council on the basis
of average daily cash balances and are transferred to the Council quarterly. The County
Treasurer 1s responsible for managing the pool. The pool’s investment policy is to
maintain a high credit quality, short-term portfolio to provide participants with safety of
principal, liquidity, public trust and a market average rate of return.

The Council also invests funds with the Local Agency Investment Fund (LAIF), Public
Financial Management (PFM), and California Asset Management Program (CAMP). LAIF
is a special fund of the California State Treasury through which local governments may
pool investments. Investments in LAIF are highly liquid and are secured by the full faith
and credit of the State of California. PFM is a private investment firm specializing in
providing financial advice and investment management scrvices to state and local
governments. PFM allows participants to combine the use of a money market portfolio in
addition to an individually managed portfolio. The investment portfolio held by PFM
consists of federal agency bonds/notes and discounted notes, corporate notes and municipal
bonds/notes. CAMP is a Joint Powers Authority formed to provide professional
mvestment management services and allows the participants to combine the use of a money
market portfolio with an individually managed portfolio. The money market portfolio
offers daily liquidity and is rated Aam by Standard and Poors. To maintain the Aam rating,
the portfolio’s weighted average maturity may not exceed seventy (70) days. The
investment portfolio held by CAMP at June 30, 2006, consists of money market funds and
federal agency discounted notes. Steven Dial, Deputy Executive Director and Chief
Financial Officer of the Council, currently serves on the Board of Trustees of CAMP in a
voluntary, unpaid capacity.

Risk management

The Council maintains general liability, automobile and public entity property insurance
coverage that provides limits of liability of between $1,000,000 and $10,000,000 per
occurrence annually. The Council is not self-insured.

Debt management

In relation to the Council’s Measure K program, the Council has $167,000,000 of Sales
Tax Revenue Tax Exempt Commercial Paper Notes outstanding at June 30, 2006. Of this
amount, $6,000,000 was advanced from the Measure K Fund to the General Fund in the
2003-04 in order to provide interim financing for the Council’s headquarters building. The
balance of note proceeds are used to finance transportation projects under the twenty year
transportation expenditure plan. Please refer to Note VII of the notes to the financial
statements for further information on the Council’s commercial paper notes. In addition,
the Council has several capital equipment lease agreements outstanding at June 30, 2006.
Please refer to Note VI of the notes to the financial statements for additional information
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on the Council’s lease liabilities. There are no delinquencies on debt payments.
Retirement and other post employment benefits

The Council participates in a defined contribution pension plan and a deferred
compensation plan. These plans are available to all full-time Council employees. In
addition, Council employees are granted sick leave in varying amounts, and post-retirement
sick-leave benefits are paid to certain qualifying individuals. For a more complete
description of the Council’s retirement plans and other benefits, please refer to Note VIII of
the notes to the financial statements.

Awards and Acknowledgments

The Government Finance Officers Association (GFOA) awarded a Certificate of
Achievement for Excellence in Financial Reporting to the San Joaquin Council of
Governments for its Comprehensive Annual Financial Report (CAFR) for the fiscal
year ended June 30, 2005. This was the eighth consecutive year that the Council has
achieved this prestigious award. In order to be awarded a Certificate of Achievement,
the government published an easily readable and efficiently organized CAFR. This
report satisfied both GAAP and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe that
our current CAFR continues to meet the Certificate of Achievement Program’s
requirements and we are submitting it to the GFOA to determine its eligibility for
another certificate.

The preparation of this report would not have been possible without the efficient and
dedicated services of the entire staff of the Finance Department, the cooperation and
assistance received from the Planning and Office Assistance staffs and Pressley and
Associates, Inc., CPA.

In closing, without the support of the Board of Directors, preparation of this report
would not have been possible.

Respectfully submitted,

L7 Sre Mt

ANDREW T. CHESLE STEVEN DIAL _
Executive Director Deputy Executive Director/CFO
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PRESSLEY & ASSOCIATES, INC.

ACCOUNTANCY CORPORATION

INDEPENDENT AUDITOR’'S REPORT

To the Board of Directors
San Joaquin Council of Governments
Stockton, California

We have audited the accompanying financial statements of the governmental activities, each
major fund, and the aggregate remaining fund information of San Joaquin Council of
Governments (Council), Stockton, California, as of and for the year ended June 30, 2006, which
collectively comprise the Council's basic financial statements as listed in the table of contents.
These financial statements are the responsibility of the Council's management. 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 of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that
our audit provides a reasonable basis for our opinions.

in our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, each major fund, and the
aggregate remaining fund information of the Council, as of June 30, 2006, and the respective
changes in financial position, thereof for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated
September 14, 2006, on our consideration of the Council’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 the internal control over financial reporting or on compliance. That report
is an integral part of an audit performed in accordance with Government Auditing Standards and
should be considered in assessing the results of our audit.

The management's discussion and analysis and budgetary comparison information, as listed in
the accompanying table of contents, are not a required part of the basic financial statements but
are supplementary information required by accounting principles generally accepted in the United
States of America. We have applied certain limited procedures, which consisted principally of
inquiries of management regarding the methods of measurement and presentation of the required
supplementary information. However, we did not audit the information and express no opinion on
it.
5001 CALIFGRNIA AVE., SUITE 140 » BAKERSFIELD, CA 93309 = PHONE: [661) 283-6565 » FAX: (661] 283-6567
MAILING: P.O. BOX 21360 « BAKERSFIELD, CA 93390-1360 » EMAIL: steve@infinitycpa.com
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Board of Directors
San Joaquin Council of Governments
Page 2 of 2

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Council’s basic financial statements. The introductory section, the other
supplementary information, and statistical tables are presented for purposes of additional analysis
and are not a required part of the basic financial statements. The other supplementary information
have been subjected to the auditing procedures applied in the audit of the basic financial
statements and, in our opinion, are fairly stated in all material respects in relation to the basic
financial statements taken as a whole. The introductory and statistical sections have not been
subjected to the auditing procedures applied in the audit of the basic financial statements and,
accordingly, we express no opinion on them.

Ohesaliop 4 liaowedled | Sice..

Accountancy Corporation
Bakersfield, California
September 14, 2006
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MANAGEMENT’S DISCUSSION AND ANALYSIS

Within this section of the San Joaquin Council of Governments (Council) annual financial report, the
Council’s management provides narrative discussion and analysis of the financial activities of the
Council for the fiscal year ended June 30, 2006. The Council’s financial performance is discussed
and analyzed within the context of the accompanying financtal statements and disclosure following
this section. Additional information is available in the transmittal letter which precedes
Management’s Discussion and Analysis. The discussion focuses on the Council’s primary
government and component unit.

Financial Highlights

The Council’s assets exceeded its liabilities by $61,107,669 (net assets) for the fiscal year
ended June 30, 2006. This compares to the previous year when assets exceeded liabilities
by $62,123,534.

Total net assets are comprised of the following:

(1) Capital assets, net of related debt of $1,692,370, include property and equipment,
net of accumulated depreciation, and reduced for outstanding debt related to
the purchase or construction of capital assets.

(2) Net assets of $95,213,450 are restricted by constraints imposed from outside the
Council, such as debt covenants, grantors, laws, or regulations.

(3) Unrestricted net assets of (835,798,151) represent the portion available to
maintain the Council’s continuing obligations and Measure-K contract
commitments in excess of current available resources.

The Council’s governmental funds reported total ending fund balance of $220,544,291 this
year. This compares to the prior year ending fund balance of $149,420,658, showing an
increase of $71,123,633 during the current year. Unreserved fund balance of ($4,144,956)
for fiscal year 2005-2006 shows a $577,803 increase over the prior year.

At the end of the current fiscal year, unreserved fund balance for the General Fund was
($4,144,956).

Total liabilities of the Council increased by $72,068,677 to $179,697,828 during the fiscal

year. Commercial paper obligations outstanding during the fiscal year increased by $72.0
million to  $167.0 million. Also see Note VII of the notes to the financial statements.
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Overview of the Financial Statements

Management’s Discussion and Analysis introduces the Council’s basic financial statements. The
basic financial statements include: (1) government-wide financial statements, (2) fund financial
statements, and (3) notes to the financial statements. This report also contains other supplementary
information in addition to the basic financial statements themselves.

Government-wide financial statements

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

The first of these government-wide statements is the Statement of Net Assets. This is the Council-
wide statement of position presenting information that includes all of the Council’s assets and
liabilities, with the difference reported as net assets. Over time, increases or decreases in net assets
may serve as a useful indicator of whether the financial position of the Council as a whole is
improving or deteriorating.

The Statement of Activities presents information showing how the agency’s net assets changed during
the most recent fiscal year. All changes in net assets 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 this statement for some items that will only result in cash flows in future
fiscal periods (e.g., uncollected claims receivable and earned but unused vacation leave).

Both of the government-wide financial statements illustrate functions of the San Joaquin Council of
Governments that are principally supported by taxes and intergovernmental revenues (governmental
activities). The Council conducts no business-type activities. The governmental activities of the
San Joaquin Council of Governments include General administration, Transportation Development
Act Fund and Measure K Fund administration.

The government-wide financial statements include not only the San Joaquin Council of Governments
itself (known as the primary government), but also a legally separate not-for-profit corporation,
SICOG, INC., the San Joaquin County Multi-species Habitat Plan, for which the San Joaquin
Council of Governments is financially accountable. Financial information for this blended
component unit is reported in conjunction with the financial information presented for the primary
government. SJCOG, INC,, is reported as a major governmental fund.

The government-wide financial statements can be found on pages 39 & 40 of this report.
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Fund financial statements

A fund is a grouping of related accounts that is used to maintain control over resources that have
been segregated for specific activities or objectives. The San Joaquin Council of Governments, like
other state and local governments, uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements. All of the funds of the Council can be divided into two
categories: governmental and fiduciary funds.

Governmental funds

Governmental funds are used to account for essentially the same functions reported as governmental
activities in the government-wide financial statements. However, unlike the government-wide
financial statements, governmental fund financial statements focus on near-term inflows and
outflows of spend able resources, as well as on balances of spend able resources available at the end
of the fiscal year. Such information may be useful in evaluating the Council’s near-term financing
requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental finds with similar
information presented for governmental activities in the government-wide financial statements. By
doing so, readers may better understand the long-term impact of the government’s near-term
financing decisions. Both the governmental fund balance sheet and the governmental fund statement
of revenues, expenditures, and changes in fund balances provide a reconciliation to facilitate this
comparison between governmental funds and governmental activities.

The San Joaquin Council of Governments maintains five individual governmental funds.
Information is presented separately in the governmental fund balance sheet and in the governmental
fund statement of revenues, expenditures, and changes in fund balances for the all funds which are
considered to be major funds.

The San Joaquin Council of Governments adopts an annual appropriated budget for its general fund.
A budgetary comparison statement has been provided for the general fund to demonstrate
compliance with this budget.

The basic governmental fund financial statements can be found on pages 37 - 43 of this report.
Notes to the financial statements

The notes provide additional information that is essential to a full understanding of the data provided

in the government-wide and fund financial statements. The notes to the financial statements can be
found on pages 45 - 61 of this report.
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Government-wide Financial Analysis

As noted earlier, net assets may serve over time as a useful indicator of a government’s financial
position. In the case of the San Joaquin Council of Governments, assets exceeded liabilities by
$61,107,669 at the close of the most recent fiscal year.

By far the largest portion of the Council’s assets (84.2 percent) reflects its cash and investment
portfolio. The Council plans to use these assets to fund future transportation related projects
throughout the County of San Joaquin.

At the end of the current fiscal year, the San Joaquin Council of Governments is able to report
positive balances in two of three categories of net assets, for the government as a whole. Unrestricted
net assets of ($35,798,151) reflect $60,540,437 of Measure-K contract commitments that partially
exceed current resources.

The Council’s net assets decreased by ($1,015,865) during the current fiscal year. A large portion of
this decrease is due to significant Measure K project delivery expenditures in the areas of Transit
$13,018,038, Congestion Relief $34,269,287, Railroad Safety, $1,028,118, and Streets and Roads
$15,859,076. These expenditures drew down on accumulated Measure-K fund contract commitment
reserves. In addition, LTF and STA claimed amounts of $24,020,628, and $896,706, respectively,
for transit operations, capital, pedestrian/bicycle and street and roads, by various claimants reduced
cumulative fund balance reserves. The activities described above are looked upon favorably by
Council management, since progress in the aforementioned areas is a core goal of the Council and its
member agencies.

The following tables related to net assets reflect the above described and other activities that took
place during the June 30, 2006 fiscal year.
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SAN JOAQUIN COUNCIL OF GOVERNMENTS’ Net Assets

Governmental Activities
2006 2005
Current and other assets $ 233,065,302 $ 161,759,868
Capital assets 7,740,195 7,922,817
Total assets 240,805,497 169,752,685
Long-term liabilities outstanding 167,248,511 05,289,941
Other liabilities 12,449,207 12,339,210
Total liabilities 179,697,828 107,629,151
Net assets: 61,107,669 62,123,534
Invested in capital assets, net of related debt 1,692,370 1,922,459
Restricted 95,213,450 53,181,206
Unrestricted (35,798,151} 8,019,869
Total net assets $ 61,107,669 $ 62,123,534

An additional portion of the Council’s net assets (97.2 percent) represents resources that are subject
to external restrictions on how they may be used. The remaining balance of unrestricted net assets,
(335,798,151), may be used to meet the Council’s obligations to claimants and creditors.
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SAN JOAQUIN COUNCIL OF GOVERNMENTS’ Changes in Net Assets

Governmental Activities

June 30, 2006

June 30, 2005

Revenues:

Program revenues:

Charges for services $ 13,486,878 $ 2,890,046
Operating grants and contributions
Sales tax 74,394,499 67,439,208
Other operating grants and contributions 8,643,840 5,659,115
General revenues - investments and miscellaneous 93,236 89,788
Total revenues 06,618,453 76,078,157
Expenses:

General government 4,904,378 4,618,429
Transportation 92,855,576 71,652,827
Habitat development and management 682,184 494,808

Total expenses 98,442,138 77,766,064
Increases (Decreases) in net assets (1,823,685) (687,907}
Net assets - July 1, 2005 - as restated 62,931,354 62,811,441
Net assets - June 30, 2006 $ 61,107,699 $ 62,123,534

Overall program revenues increased by $20,536,848 (27%) during the year. This was duein
part as a result of increased revenues from various federal and state transportation grants and

a significant increase in habitat development fee collections of $10,312,718.

Local Transportation Fund (LTF), State Transit Assistance (STA) and Measure-K Sales tax
revenues increased by $2,447,156, $966,181 and $3,541,954 respectively due to an increase
in sales tax and gasoline tax revenues collections during the current fiscal year. General

revenues increased by $3,448 chiefly as a result of additional interest revenues and the

cummulative impact in fair market valuations for investments and cash balances in the major

funds.
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Program Revenues and Expenses - Governmental Activity

Program Revenues and Expenses - Governmental Actlvities
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For the most part, increases in expenses closely paralleled inflation and growth in Council staff and
related activities.

Financial Analysis of the Council’s Funds

As noted earlier, the San Joaquin Council of Governments uses fund accounting to ensure and
demonstrate compliance with finance-related legal requirements.

Governmental funds

The focus of the Council’s governmental funds is to provide information on near-term inflows;
outflows and balances of spend able resources. Such information is useful in assessing the Council’s
financing requirements. In particular, unreserved fund balance may serve as a useful measure of a
government’s net resources available for spending at the end of the fiscal year.

As of the end of the current fiscal year, the Council’s governmental funds reported combined ending
fund balances of $220,544,291, an increase of $71,123,633 in comparison with the prior year. Of
this total amount, ($4,144,956) constitutes unreserved fund balance, which is a result of the
Council’s advancing $6,000,000 of funds from the Measure K Fund to the General Fund in FYE
June 30, 2004, to provide interim financing for the Council’s new headquarters building. Once this
advance has been repaid, the negative unreserved fund balance is expected to be corrected. The
remainder of fund balance is reserved to indicate that it is not available for new spending because it
has already been committed (1) to liquidate future Measure K contract commitments $60,540,437,
(2) to pay debt service $167,000,000, (3) to pay future LTF Fund claims of $7,124,698, and STA
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Fund claims of $3,032,320 and (4) for habitat acquisition, maintenance and management
$24,381,711.

General Fund - The general fund is the chief operating fund of the San Joaquin Council of
Governments. At the end of the current fiscal year, unreserved fund balance of the general fund was
($4,144,956). The Council’s general fund currently has no reserved fund balance. The fund balance
of the Council’s general fund increased by $577,803 during the current fiscal year. Key factors in
this change are as follows:

The Council’s General Fund revenue increased primarily due to a payment of previously unclaimed
Freeway Service Patrol local match revenue from the Measure K fund in the amount of $560,569.

Measure-K Fund - The Measure K Fund, which is used to account for the additional ¥ cent sales tax
approved by the San Joaquin county voters Under Measure-K, had sales tax revenues of $47,167,527
for the June 30, 2006 fiscal year end, an increase of 8.12% over the previous fiscal year.

The Measure-K Fund balance increased by $54,101,261 over the previous year due mainly to the
following:

The Coungil issued $72,000,000 of Sales Tax Revenue Commercial Paper Notes to provide interim
financing for the State of California in order to facilitate construction of Interstate 205 Freeway
improvements. In addition, a large increase in Measure K project deliveries accounted for an excess
of expenditures over revenue in the amount of ($17,898,739).

Local Transportation Fund - The Local Transportation Fund (LTF) is used to account for 1/4 cent
retail sales tax, collected statewide, and returned to San Joaquin County, that is used for Transit,
Pedestrian/Bicycle and Streets and Roads improvement projects. LTF sales tax revenues for the June
30, 2006 fiscal year, totaled $24,975,210, an increase of 10.8% over the previous fiscal year. The
LTF fund balance increased by $1,256,525 due to a reduction in total claims from various entities
and the increase in sales tax revenues.

State Transit Assistance Fund - The State Transit Assistance Fund (STA) is used to account for
statewide sales tax on motor vehicle fuel collected and allocated back to San Joaquin County by the
State of California, to be used for Public Transit purposes. STA sales tax revenues for the June 30,
2006 fiscal year end totaled $2,251,762, an increase of 75.16% over the previous fiscal year. The
STA fund balance increased by $1444, 243 due to a reduction in the amount of transit claims coupled
with an increase in sales tax revenues.

SJCOG, INC. - SICOG, INC., is a not-for-profit public benefit corporation, formed to act as the
designee of the joint powers agency organized pursuant to the San Joaquin County Habitat
Conservation Plan. Funds are to be used to acquire, hold, administer and manage habitat lands and
easements in accordance with the plan. Habitat Mitigation Fees for the June 30, 2006 fiscal year
totaled $13,055,526, an increase of 376% over the previous fiscal year, reflecting a significant
increase in mitigation fee collections. The SJCOG, INC., fund balance increased by $12,801,696 in
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the June 30, 2006 fiscal year. These funds are targeted for future habitat land and easement
acquisitions and for management of the habitat plan.

Regional Transportation Impact Fee Fund (RTIF) — The RTIF fund is used to account for the
activities of the RTIF Program. The RTIF Program objective is to obtain funding from
development projects that have an impact upon the regional transportation network and to
integrate these funds with Federal, State and other local funding to fund transportation
improvements identified in the RTIF Program. While the RTIF Program and the RTIF Program
fee will be imposed and collected by the participating agencies, the RTIF Program will be
managed for the benefit of the entire County region. RTIF Fees for the June 30, 2006 fiscal year
totaled $160,184.

Governmental Fund Budgetary Highlights
General Fund
Differences between the original budget and the final amended budget were chiefly a result of

changes in the following categories:

Salaries and benefits budget was increased to adjust for staffing increases, allowances for retiring
employees and the overall effect of regional inflation.

Office expense exceeded the final budget by $20,695 due to unanticipated office expenses incurred
near year-end. The Council’s Board members were notified of these contingencies.

Membership expenditures were slightly higher than originally budgeted.
Communications were increased to allow for inflationary rate increases.

Transportation, travel and training exceeded the final budget by $25,015. Outside parties reimbursed
$23,100 to the Council for travel and related costs for the 2005-06 fiscal year.

Allocated service costs exceeded final budget by $7,339 due to an increase in the San Joaquin
County Auditor Controller’s allocation rate.

Publications and legal notices exceeded the final budget by $7,657 due to increased public
outreach efforts on the RTIF Program and Measure K Renewal. The Council also posted higher

than normal job classified ads due to an increased attrition rate.

Ultilities exceeded the final budget by $5,812 due to unanticipated utility expense incurred near
year-end. The Council’s Board members were notified of this contingency.
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Measure-K Fund

Measure-K revenues exceeded budgeted amounts by $1,879,573 because favorable sales tax
collections exceeded the original estimates by 5.0%. The Council does not budget for Measure-
K earnings on investments. The $4,818,730 of revenue from use of money and property reflects
earnings on funds reserved for future contract commitments.

Measure-K expenditures are budgeted based upon original revenue estimates for sales tax
collections. Total expenditures exceeded revenues in most categories because excess sales tax
collection revenues and earnings on investments are applied to projects throughout the year as
they become available. It is the mission of Measure-K to implement project delivery when funds
become available.

AB 3090 Financing Agreements on Measure K Projects — The San Joaquin Council of Governments
(SJCOQG) currently holds two Assembly Bill 3090 cash reimbursement agreements with the State of
California. Under these agreements, SJCOG has advanced the State, Measure K transportation sales
tax funds to construct projects in place of the State Transportation Improvement Program (STIP)
funds previously programmed on projects by the California Transportation Commission (CTC) when
the CTC determined that the STIP funds would not be available for allocation at the time of project
construction. The State has no responsibility to reimburse the San Joaquin Council of Governments
for the advances until such time an annual legislative appropriation occurs, a State Budget Authonty
exists to fund those eligible improvement reimbursements, the California Transportation
Commission allocates funds to the improvements, and the SJCOG has satisfied any and all other
necessary requirements. Based on information collected by the STCOG regarding the States’ fiscal
condition, the San Joaquin Council of Governments expects to start receiving reimbursement from
the State in fiscal 2008/2009.

The first AB 3090 cash reimbursement agreement was approved by the SICOG Board in January
2004 and subsequently by the CTC in April 2004 for $19,476,000 on the Route 99/Hammer Lane
Interchange and Route 99 Widening Project. Per the terms of this agreement, the SJTCOG advanced
the State $19,476,000 of Measure K funds in accordance with Assembly Bill 3090. The advance is
programmed in the STIP to be paid back to SJCOG as cash in one lump sum in fiscal year
2008/2009. The second AB 3090 cash reimbursement agreement was approved by the SICOG
Board in July 2005 and subsequently by the CTC in September 2005 for $66,327,000 on the I-205
Widening Project. According to this AB 3090 agreement, the $66,327,000 advance is programmed
in the STIP to be paid back to SJICOG as cash in three equal installments of $22,109,000 in fiscal
years 2008/2009, 2009/2010, and 2010/2011.

Local Transportation Fund (LTF)
Local Transportation Fund (LTF) revenues are estimated in February, four months before the fiscal
year begins. At the end of the fiscal year, the budget is adjusted to agree to the actual revenues

collected for the year. Actual LTF sales tax revenues exceeded the estimated revenues by 2.4% for
the fiscal year ended June 30, 2006. Revenues from use of money and property are not budgeted.
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State Transit Assistance Fund (§TA)

A preliminary estimate of State Transit Assistance Fund (STA) revenues for the 2005-06 fiscal year
was provided by the California State Controller’s Office in January 2005. A revised estimate for
FYE 2005-06 was provided in August 2005. Actual STA fuel tax revenues exceeded the estimated
revenues by 1.0% for the fiscal year ended June 30, 2006. Revenues from use of money and property
are not budgeted.

Regional Transportation Impact Fee Fund (RTIF)

Actual collections of charges for services exceeded estimates by 6.8% for the fiscal year ended June
30, 2006.

SJCOG, INC.

Actual collections of charges for services exceeded estimates by 8.8% for the fiscal year ended June
30, 2006.

Budgeted expenditures are limited to general administration and habitat plan management. The
budgeted increase in fund balance is to be used for the acquisition and maintenance of habitat land
and conservation easements.

Capital Asset and Debt Administration

Capital assets

The San Joaquin Council of Governments® investment in capital assets for its governmental type
activities as of June 30, 2006 amounts to $7,740,195 (net of accumulated depreciation). This
investment in capital assets includes land, office building and improvements, office furniture and
fixtures, electrical fixtures and multi-media and office and computer equipment. The net decrease in
the Council’s investment in capital assets, net of depreciation, for the current fiscal year was
($252,622).

Major capital asset events during the current fiscal year included the following:
The Council acquired $21,998 of capital assets. In addition, the Council acquired $18,368 of office

and computer equipment under various capital leases during the 2005-2006 fiscal year. The Council
disposed of $64,363 of capital assets in the fiscal year ended June 30, 2006.
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SAN JOAQUIN COUNCIL OF GOVERNMENTS’ Capital Assets

(net of depreciation)
Governmental Acttvities
June 30, 2006 June 30, 2005
Land $ 400,000 S 400,000
Office furniture and fixtures 194,415 210,178
Office building 6,629,143 6,806,709
Building improvements 370,517 396,471
Office and computer equipment 146,120 179,459
Total $ 7,740,195 § 7,992,817

Additional information on the Council’s capital assets can be found in note IV, of the notes to the
financial statements.

Long-term debt

At the end of the current fiscal year, the San Joaquin Council of Governments had total commercial
paper debt outstanding of $167,000,000. Of this amount, backup liquidity consisted of $121,187,829
of liquid investments in the Public Financial Management portfolio,58,256,118 in California Asset
Management Pool, 427,527in State of California Local Agency Investment Fund, $2,799,837 in the
San Joaquin County Pool and a $181,824,110 line of credit with Citicorp N.A.

SAN JOAQUIN COUNCIL OF GOVERNMENTS’ Outstanding Debt
Commercial Paper Obligations

Govemmental Activitics
June 30, 2006 June 30, 2005
Commercial paper obligations $167,000,000 $ 95,000,000
Total $167,000,000 $ 95,000,000

In September 2005, the Council’s Board authorized an additional $67,000,000 of commercial paper
notes, bringing the total authorization up to $167,000,000. The Council issued an additional
$67,000,000 in December 2005 in order to provide interim financing for the State of California in
order to facilitate construction of Interstate 205 Freeway improvements. These improvements began

34



in Spring 2006. The California Transportation Commission (CTC)is scheduled to repay the Council
with cash, beginning in the 2008-09 fiscal year.

For additional information on long-term debt activity refer to Note VII, page 59 of the notes to the
financial statements.

Economic Factors and Next Year’s Budgets and Rates

The San Joaquin Council of Government’s revenues are strong with the agency’s ability to deliver
projects enhanced by the improving financial condition of the State of California. State
Transportation Improvement Program Funds for planning and program management and
transportation demand management have been restored releasing other revenue for other projects. In
addition, the reauthorization of federal transportation program has increased revenues from Federal
Highways Administration and Federal Transit Administration for planning activities.

Total operating revenues are expected to increase by $939,820 or 14.58% in the 2006-2007 fiscal
year.

Measure K and Local Transportation Fund revenue sources that account for 20.6% is expected to
grow at an 8.5% rate.

Requests for information

This financial report is designed to provide a general overview of the San Joaquin Council of
Governments’ finances for all those with an interest in the Council’s finances. Questions concerning
any of the information provided in this report or requests for additional financial information should
be addressed to the Deputy Executive Director/Chief Financial Officer, 555 East Weber Street,
Stockton, California, 95202.
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SAN JOAQUIN COUNCIL OF GOVERNMENTS

Statement of Net Assets
June 30, 2006

ASSETS
Cash and cash equivalents
Investments
Sales tax receivable
Interest receivable
Intergovernmental receivables
Prepaids
Refunds and miscellaneous receivables
Deferred issuance costs
Notes receivable -
Restricted assets:
Temporarily restricted:
Cash and cash equivalents
Interest receivable
Intergovernmental receivables
Deposits with State of California
Permanently restricted:
Land and conservation easements
Capital assets:
Capital assets, net of accumulated depreciation

Total assets

LIABILITIES
Accounts payable
Wages and benefits payable
Interest payable
Unearned revenue
Liabilities payable from restricted assets
Noncurrent liabilities:
Due within one year -
Compensated absences
Lease obligations
Due in more than one year -
Sick leave and compensated absences
Lease obligations
Long-term debt

Total liabilities

NET ASSETS
Invested in capital assets, net of related debt

Restricted for: Habitat acquisition and management

Apportioned
Debt service
Unrestricted

Total net assets

Primary Governinent

Governmental
Activities

$ 13,671,318
142,644,857
5,532,521

1,158,617

2,188,576

69,328

21,208

100,408

5,190,150

47,393,068
125,439
681,790
653,900

13,634,122

7,740,195

240,805,497

12,091,329
57,103
79,693

2,577
82,623

167,278
28,604

229,400
19,221
167,000,000

179,697,828

1,692,370
24,381,711
70,648,046

183,693
(35,798,151)

$ 61,107,669

The notes to the financial statements are an integral part of this statement.
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SAN JOAQUIN COUNCIL OF GOVERNMENTS

Balance Sheet
Governmenial Funds
June 30, 2006
Local State Regional
Transportailon Transit ‘Transportation
General Measure K Fund Asslstance Impact SJICOG, INC. Tolal

ASSETS
Cash and Cash Equivalents 5 940,019 $ 2,797,336 b 7,402,976 £ 2,530,987 5 - 5 13,671,318
Investments 142,644,858 142,644,858
Sales 1ax receivable 3,245,800 1,718,300 568,421 5,532,521
Interest receivable 9,708 1,042,572 78,326 27,511 1,158,617
Inlergovernmental receivable 1,008,861 1,019,531 160,184 2,188,576
Prepaids 66,828 2,500 69,128
Relunds and miscellaneous receivables 17,655 3,553 21,208
Due irom other funds 242,106 242,106
Noles receivable 5,190,150 5,190,150
Advance e other fund 6,000,000 6,000,000
Cash - resiricled 37,226,616 5 10,166,451 47,393,067
Interest receivable - resuricied 125,439 125,439
Tntergovernmental receivable - resiricled 681,750 681,790
Deposils wilh State of Califernia - restnicled 653,900 653,900
Land and convervation easemenls - resiricted 13,634,122 13,634,122

Total assers 5 2,285,177 5 199,826,416 5 5,200,102 5 3126919 b3 160,184 § 24,667,802 5 239.207.000

e

L) ILITIES and FUND BALANCES
LIABILITIES

Accounts payable 5 263,175 5 9,650,107 & 2,057,548 $ 94,599 b1 25,500 b 82,623 5 12,173,952

Acerued salaries & benefits 57,103 57,103

Accrued compensaled absences 107,278 107,278

Interes| payable 79,693 79,693

Due (o other funds 80,782 17,856 143,468 242,106

Deferred revenue 2,577 2517

Advaneg from other fund 6,000,000 6,000,000

Tolal liabihties 6,430,132 9,810,582 2,075,404 94,599 25,900 226,091 18,662,709
FUND BALANCES

Reserved for debl service 167,000,000 167,000,000

Reserved [or contracl comumitments 60,540,437 60,540,437

Reserved [or habital acquisition

and managemenl 24,381,711 24,381,711

Apportioned 7,124,698 3,032,320 134,284 10,291,302

Unreserved - undesignated (4,144.956) {37,524,203) (41,669,159)

Total fund balances (4,144,956) 19G,0 6,234 7,124,698 3,032.320 134,284 24,381,711 220,544,291
Total liabililes and fund balances $ 2,285,177 b 199,826,816 5 9,200,102 £ 31269192 5 160,184 $ 24,607,802
Amounts reported for governmental acuvities in Lhe statement of net assets (Exhibit 1)

are difTerent becanse:

Capisal assets used in governmenlal activities are nol financial resources

and Lherefore are not reporied in the funds. 7,740,195

Charges for commercial paper issuance cosls are expensed in the [unds, but are deferred and amonized
in the governmeni-wide stalements. The unamortized balance of deferred issuance cosls is: 100,408

Some liabililies, including bonds payable, are not due and payable in the

cwrrent period and therefore are are nol reparied in the fimds. (167.277.225)
Nel assets of governmenial aclivies 5 61,107,665
e

The notes to the financial statements are an integral pan of this stalemenL
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SAN JOAQUIN COUNCIL OF GOVERNMENTS
Statement of Revenues, Expenditures and Changes in Fund Balances
Governmental Funds
For the Year Ended June 30, 2006

Local State Regional
Transportation Transit Transportation
General Measure K Fund Assistance Impact SJICOG, Inc Total
REVENUES
Sales Tax $ 47,167,527 $ 24975210 $ 2,251,762 $ 74,394,499
Intergovernmental $ 5,146,041 - $ - 5,146,041
Charges lor services 2,998 $ 160,184 13,055,526 13,214,708
Interest 33,470 5,200,166 297316 88,381 - 424,032 6,043,365
Dividends 965,024 965,024
Unrealized gains (losses) on investments (1,346,460) 4,627 806 - 4,322 (1,336,705)
Other 59,766 59,766
Total revenues 5,242,275 51,986,257 25,277,153 2,340,949 160,184 13,483,880 98,490,698
EXPENDITURES
Gencral administralion 4,405,668 487,000 951,256 35,607 13,400 384,983 6,277,914
RTIF program updates 12,500 12,500
Streets and roads 15,859,076 5,493,962 21,353,038
Pedestrian and bicycle 456,882 456,883
Transit 13,018,038 17,118,527 %61,099 30,997,664
Congestion Reliel 34,269,287 34,269,287
Railroad Safety Crossings 1,028,118 1,028,118
Habitat Plan 297,201 297,201
Investment expense 840,548 840,548
Debt service -
Principal 40,901 40,901
Inlerest 195,905 4,382,529 4,578,834
Capital outlay -
Capital assets 21,998 21,998
Capital leases 18,368 18,268
Total expenditures 4,682,340 69,884,996 24,020,628 896,706 25,960 682,184 100,193,254
Excess (deficiency) of revenues over {under)
expenditures 359,435 (17,898,739) 1,256,525 1,444,243 134,284 12,801,696 (1,702,556)
OTHER FINANCING SOURCES (USES)
Commercial paper proceeds 72,000,000 72,000,000
Capilal Leases 18,368 18,368
Total other financing sources (uscs) 18,368 72,000,000 72,018,368
Net change in fund balances 577,803 54,101,261 1,256,525 1,444,243 134,284 12,801,696 70,315,812
Fund balances, beginning of year - restated (4,722,75%) 135,914,973 5,868,173 1,588,077 - 11,580,015 150,228,479
Fund balances, ending § (4,144,956) $ 190,016,234 s 7,124,698 $ 3,032,320 5 134,284 324,381,711 3 220,544,201

The notes (o the financial statements are an integral part of this stalement.
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SAN JOAQUIN COUNCIL OF GOVERNMENTS
Reconciliation of the Statement of Revenues, Expenditures and Changes in Fund Balances
of Governmental Funds to the Statement of Activities
For the Year Ended June 30, 2006

Amounts reported for Governmental activities in the statement of activities (page 40} are different because:
Net change in fund balances - total governmental funds (page 42) 5 70,315,812

Governmental funds reported capital outlays as expenditures. However, in the statement of
activities the cost of those assets is allocated over their estimated useful lives and
reported depreciation expense. This is the amount by which depreciation ($ 292,988)

exceeded capital outlay ($40,366) in the current period. (252,622)
Disposal of fixed assets 64,363
Disposal of fixed assets - accumulated depreciation adjustment (64,363)

The issuance of long-term debt provides current financial resources to governmental funds,
while the repayment of the principal of long-term debt consumes the current financial resources
of governmental funds. Neither transaction, however, has any effect on net assets. Also,
governmental funds report the effect of issuance costs, premiums, discounts, and similar items
when debt is first issued, whereas these amounts are deferred and amortized in the statement
of activites. This amount is the net effect of these differences in the treatment of long-term
debt and related items. (71,886,875)

Change in net assets of governmental activities (page 40) $ (1,823,685)

The notes to the financial statements are an integral part of this statement.
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SAN JOAQUIN COUNCIL OF GOVERNMENTS
Notes to the Financial Statements
June 30, 2006

NOTE I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Reporting entity

The Council, the regional transportation planning agency for the County of San Joaquin, was created pursuant to
Title 3 of Government Code Section 29532, The Council is responsible for transportation planning activities as
well as administration of the Local Transportation Fund and the State Transit Assistance Fund in accordance
with the applicable sections of the Government Code, Public Utilities Code and Administrative Code included
within the Transportation Development Act. The Council also is the Local Transportation Authority (LTA)
pursuant to Section 1, Division 19 (commencing with Section 180000) of the Public Utilities Code as designated by
the San Joaquin County Board of Supervisors. In 1990, the San Joaquin County voters passed an ordinance
{(Measure K) resulting in a sales tax increase of one-half of one percent for transportation improvements. The
Council oversees the collection and distribution of the sales tax in accordance with the twenty year transportation
expenditure plan. The Council also administers the Freeway Service Patrol Program and the Congestion
Management Program, in San Joaquin County, operates a regional rideshare program, serves as the Census Data
Center, operates a Research and Forecasting Center, prepares a regional housing needs plan, serves as the
Airport Land Use Commission and provides technical assistance to local agencies and member jurisdictions as
needed and is overseeing the administration of the habitat and open space master plan for San Joaquin County.

The Council is governed by a fifteen member Beard of Directors, made up of three members representing San
Joaquin County, three members representing the City of Stockton City Council, one member from the Councils of
the Cities of Escalon, Lathrop, Lodi, Manteca, Ripon and Tracy, and three ex-officio members from Caltrans,
District 10, the Port of Stockton and the San Joaquin Regional Transit District.

Blended component unit

SJCOG, INC. is a not-for-profit public benefit corporation, established under Code Section 501( ¢ }( 3 ) of the
Internal Revenue Code. The specific purpose of SICOG, INC,, is to act as the designee of the joint powers agency
organized pursuant to the San Joaquin County Multispecies Habitat Conservation Plan, including the acquisition,
holding, administering and managing of real property pursuant to that plan. The San Joaquin Council of
Governments is responsible for the administration of SICOG, INC., and the San Joaquin County Multispecies
Habitat Conservation Plan. The Council’s Board of Directors serves as the Board of Directors of SJCOG, INC.
The Council is financially responsible for SJTCOG, INC. Because the Council’s board approves the component
unit’s fiscal and related activities and the Council is responsible for collecting revenues, paying expenses and
administering the habitat conservation plan. SJCOG, Ingc, is presented as a major governmental fund.

Government-wide and fund financial statements

The government-wide financial statements (i.c., the statement of net assets and the statement of changes in net
assets) report information on all of the nonfiduciary activities of the primary government and its component unit.
For the most part, the effect of interfund activity has been removed from these statements. Governmental
activities are the only activities conducted by the Council. The Council conducts no business-type aclivities.

The statement of activities demonstrates the degree to which the direct expenses of a given [unction or segments
are offset by program revenues. Direct expenses are those that are clearly identifiable with a specific function or
segment. Program revenues include 1) charges to customers or applicants who purchase, use, or directty benefit
from goods services, or privileges provided by a given function or segment and 2) grants and contributions that
are restricted to meeting the operational or capital requirements of a particular function or segment. Other items
not properly included among program revenues are reported instead as general revenues.

Separate financial statements are provided for governmental funds and fiduciary funds, even though the latter

are excluded from the government-wide financial statements. Major individual governmental funds are reported
as separate columns in the fund financial statements.
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SAN JOAQUIN COUNCIL OF GOVERNMENTS
Notes to the Financial Statements
June 30, 2000

Measurement focus, basis of accounting, and financial statement presentation

The government-wide financial statements are reported using the economic resources measurement focus and the
accrual basis of accounting. Revenues are recorded when earned and expenses are recorded when a liability is
incurred, regardless of the timing of related cash flows. Grants and similar items are recognized as revenue as
soon as all eligibility requirements imposed by the provider have been met.

Governmental fund financial statements are reported using the current financial resources measurement focus and
the modified accrual basis of accounting, Revenues are recognized as soon as they are both measurable and
available. Revenues are considered to be available when they are collectible within the current period or seon
enough thereafter to pay liabilities of the current period. For this purpose, the Council considers revenues to be
available il they are collected within 60 days of the end of the current fiscal period. Expenditures generally are
recorded when a liability is incurred, as under acerual accounting. However, debt service expenditures, as well as
expenditures related to compensated absences are recorded only when payment is due. Capital asset acquisitions
are reported as expenditures in governmental funds. Proceeds of general long-term debt and acquisitions under
capital leases are reported as other financing sources.

Those revenues susceptible to accrual include sales taxes, intergovernmental revenues, interest and charges for
services.

Grant revenues are recognized in the fiscal year in which all eligibility requirements are met. Under the terms of
grant agreements, the Council may fund certain programs and projects with a combination of cost reimbursement
grants and general revenues. Thus, both restricted and urestricted net assets may be available to finance
program and project expendifures.

Amounts reported as program revenues include 1) charges to customers or applicants for goods or services, 2)
operating grants and contributions, and 3) capital grants and contributions, including special assessments.

When both restricted and unrestricted resources are available for use, it is the Council’s policy to use restricted
resources first, then unrestricted resources as they are needed.

Certain indirect costs are included in program and project expenses reported for individual functions and
activities,

As a general rule the effect of interfund activity has been eliminated from the government-wide financial
statements.

Major funds

GASB Statement 34 defines major funds and requires that the Council’s major governmental funds be identified
and presented separately in the fund financial statements.

Major funds are delined as funds that have either assets, liabilities, revenues or expenditures equal to ten percent
of their fund-type total and five percent of the grand total. The general fund is always a major fund. The Council
may also select other [unds it believes should be presented as major funds.

The Council reports the following major governmental funds:

The General Fund is the Council’s primary operating fund. It accounts for all financial resources of the
Council, except those required to be accounted for in another fund.

The Measure K Fund is used to account for the additional 1/2 cent sales tax approved by the San Joaquin
County voters under Measure-K, to fund a twenty year transportation expenditure plan. Revenues are
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SAN JOAQUIN COUNCIL OF GOVERNMENTS
Notes to the Financial Statements
June 30, 2006
Major funds (continued)

distributed to various entities and vendors, for the design, construction, operation and maintenance of
specific projects. The Board of Directors bi-annually adopts a strategic plan implementing the
expenditure plan approved by the voters and the Council enters into contracts with the agencies and
vendors for the design and construction of specific projects and operations and maintenance. Council
management and staff administer the Measure-K Program; and the Council derives revenues from the
fund for administrative and project management functions related to Measure-K.

The Local Transportation Fund (LTF) is used to account for retail sales tax, collected statewide under the
Transportation Development Act that is returned to San Joaquin County. The revenues are distributed
to eligible claimants to provide transit services, pedestrian/bicycle facilities and street and roads funding.
Council management and staff administer the LTF program; and the Council derives revenues from the
fund for administrative and planning functions related to LTF.

The State Transit Assistance Fund (STA) is used to account for statewide sales tax on motor vehicle fuel
collected under the Transportation Development Act that is allocated to San Joaquin County. The
revenues are distributed to eligible claimants to provide transit operator or contracted transit services.
Council management and stafl administer the STA program; and the Council derives revenues from the
fund for administrative and planning functions related to STA.

The Regional Transportation Impact Fee Fund (RTIF) is used to account for the activities of the RTIF
Program. The RTIF Program objective is to obtain funding from development projects that have an
impact upon the regional transportation network and to integrate these funds with Federal, State and
other local funding to fund transportation improvements identified in the RTIF Program.

SJCOG, INC. Fund is a not-for-prolit public benefit corporation, established under Code Section 501(c)
(3) of the Internal Revenue Code. The specific purpose of SJCOG, INC., is to act as the designee of the
joint powers agency organized pursuant to the San Joaquin County Multispecies Habitat Conservation
Plan, including the acquisition, holding, administering and managing of real property pursuant to that
plan. The Council is financially responsible for SJCOG, INC.,, and the Council derives revenues from
the fund for related administrative and management functions.

Agency fund:

In prior years, the Council reported the activities of the Department of Education Agency Fund, a
fiduciary fund. The fiscal year ending June 30, 2005 was the last year of activity for this fund. The
Council has no agency funds for the fiscal year ending June 30, 2006.

Assets, liabilities, and net assets
Deposits and investments

The Council’s cash and cash equivalents are considered to be cash on hand, demand deposits, and short-term
investments with original maturities of three months or less from the date of acquisition. The Council’s cashisin
the custody of the San Joaquin County Treasurer’s cash and investment pool, which is recorded at fair value.

Under State law the Council may invest in obligations of the U.S. Treasury, U.S. agencies, State of California and
local agencies and instrumentalities, commercial paper of the highest short-term rating category as provided by
Moody’s Investor Service, Inc. or Standard and Poors Corporation, banker’s acceptances, repurchase
agreements, medium-term corporate notes, mutual funds, time certilicates of deposit and the Local Agency
Investment Fund (LAIF), local government investment pools, Public Financial Management (PFM), the
California Asset Management Program (CAMP) and shares of beneficial interest issued by diversified
management companies. All of the above operate in accordance with appropriate state laws and regulations. The
investments for the Council, as well as for its component unit, are recorded at fair value.
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SAN JOAQUIN COUNCIL OF GOVERNMENTS
Notes to the Financial Statements
June 30, 2006

Receivables and payables

Activity between funds that are representative of lending/borrowing arrangements outstanding between funds at
the end of the fiscal year are referred to as “due to/from other funds” (i.e., the current portion of interfund
loans). All “due to/from” balances at June 30, 2006 are considered to be current and due to be repaid within the
upcoming fiscal year.

All accounts receivable and intergovernmental receivables are shown at their net collectible balances. Accounts
receivable represent various non-intergovernmental collectible amounts due at June 30, 2006. Intergovernmental
receivables represent claims for reimbursements and sales tax revenues receivable from various federal, state and
local governmental agencies as of June 30, 2006.

Prepaid items

Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as prepaid
items in both government-wide and fund financial statements.

Restricted assets

Restricted assets are those portions of the fund balance that are not available for appropriation or expenditure
and/or are legally segregated for a specific future use. The restricted balance for noncurrent notes receivable is
for amounts not expected to be collected during the current year and does not represent available expendable
resources. The restricted balance for debt service is the portion of fund balance legally restricted for the payment
of interest and principal on the commercial paper obligations. Designations of unrestricted fund balances in
governmental funds indicate management’s tentative plans for use of financial resources in a future period for
possible contingencies and to cover infrequent or one-time costs that may not be covered by regularly budgeted
allocations. Apportioned fund balance represents amounts that have been reserved for allocation and payment
under the Transpertation Development Act to certain jurisdictions upon the submission of a claim by a claimant
for that jurisdiction and the approval of the claim by the Council. A component of the Measure K Fund Balance
is titled Reserved For Contract Commitments. This component represents contract committed Measure K funds
that remain in the Fund and are not 2 component of current Accounts Payable or Intergovernmental Payable.
This portion of fund balance represents Measure K funds that have been committed to specific long-term
contracted projects.

Capital assels

Capital assets, which include office furniture and equipment, leasehold improvements and assets under capital
leases, are reported in the governmental activity column in the government-wide financial statements. Capital
assets are defined by the government as assets with an initial, individual cost of more than $5,000 (amount not
rounded) and an estimated useful life in excess of one year. Such assets are recorded at historical cost or
estimated histerical cost if historical cost is not available. Donated capital assets are recorded at estimated fair
market value at the date of donation.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend assets
lives are not capitalized.

Equipment, Furniture and Fixtures, Building, Building Improvements and assets under capital lease of the
primary government are depreciated using the straight line method over periods ranging from five (5) years to
forty (40) years. Land related to the Council’s Headquarters building and parking lot is not subject to
depreciation. Capital assets of the component unit consist entirely of land and real property easements and are
not subject to depreciation.

48



SAN JOAQUIN COUNCIL OF GOVERNMENTS
Notes to the Financial Statements
June 30, 2006

Compensated absences

It is the Council’s policy to permit employees to accumulate earned but unused vacation and sick pay benefits.
There is limited liability for unpaid accumulated sick leave for employees. This benefit is limited to employees
who have completed twenty (20) years of service or have reached the normal retirement age, and have
accumulated a minimum of 160 hours of sick leave. Compensated absences are reported in the governmental
funds only if they have matured. The amount of compensated absences due within one year was $107,278 at June
30, 2006.

Long-term obligations

In the government-wide financial statements, long-term debt and other long-term obligations are reported as
liabilities.

The Council is authorized to issue up to $167,000,000 of commercial paper notes. These notes are payable [rom
and secured by a subordinate pledge of certain revenues derived from the one-half of one percent retail
transactions and use tax in San Joaquin County. The notes mature every 1 to 270 days and are repaid with new
notes. These notes can be rolled over until March 31, 2011, at which time all principal must be repaid. These
notes are considered a long-term obligation because the Council does not intend to refund or retire the principal
within the next operating cycle.

Fund equity

In the fund financial statements, governmental funds report reservations of fund balance for amounts that are not
available for appropriation or are legally restiricted by outside parties for use for a specific purpose.

NOTE II. RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

Explanation of certain differences between the governmental [und balance sheet and the government-wide
statement of net assets

The governmental fund balance sheet includes reconciliation between fund balance-total governmental funds and
net assets-governmental activities as reported in the government-wide statement of net assets. One element of that
reconciliation explains that “Capital assets used in governmental activities are not financial resources and
therefore are not reported in the funds.” The second element of the reconciliation explains that “Some liabilities,
including notes payable, are not due and payable in the current period and therefore are not reported in the
funds.” The details of these dilferences are as follows:

Capital assets $ 71,740,195

Charges for commercial paper issuance costs are expensed
in the funds but are deferred and amortized in the
government-wide statements. The unamortized balance of

deferred issuance costs is: 100,408
Long-term liabilities and notes-payable (167.277.225)

Net adjustment to reduce fund balance - total governmental
JSunds to arrive at net assets - governmental activities $(159,436,622)
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SAN JOAQUIN COUNCIL OF GOVERNMENTS
Notes to the Financial Statements
June 30, 20006

Explanation of certain differences between the governmental fund statement of revenues, expenditures, and
changes in fund balances and the government-wide statement of activities

The governmental fund statement of revenues, expenditures, and changes in fund balances includes reconciliation
between nef changes in fund balances - total governmentael funds and changes in net assets of governmental activities
as reported in the government-wide statement of aclivities. One element of that reconciliation explains that
“Governmental funds reported capital outlays as expenditures. However, in the statement of activities the cost of
those assets is allocated over their estimated useful lives and reported depreciation expense. This is the amount by
which depreciation ($292,987) exceeded capital outlays ($40,366) in the current period.

Depreciation expense $ (292,987)
Capital outlay 40,366

Net adjustment to increase net changes in fund balances -
total governmental funds to arrive at changes in net assets

of governmental activities § 252,621
Disposal of fixed assets 64,363
Accumulated depreciation adjustment {64.363)
Disposal of fixed assets - net change h -0-

Another element of that reconciliation states “The issuance of long-term debt provides current financial resources
to governmental funds, while the repayment of the principal of long-term debt consumes the current financial
resources of governmental funds. Neither transaction, however, has any effect on net assets. Also, governmental
funds report the effect of issuance costs, premiums, discounts, and similar items when debt is first issued, whereas
these amounts are deferred and amortized in the statement of activities. This amount is the net effect of these
differences in the treatment of long-term debt and related items.”

Proceeds from capital leases $ (18,368)
Proceeds from commercial paper issuance (72,000,000)
Issuance cost expenditures 114,500

Issuance cost amortization (14,092)
Debt service principal payments 40,901
Change in liability for long-term absences (9.816)

Net adjustment to increase net changes in fund
balances - total governmental funds to arrive at
changes in net assets of governmental activities $ 71.886,875

NOTE III. STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

Budgetary information

As required by the Council’s Joint Powers Authority agreement, the Council prepares and legally adopts a final
operating budget on or before April 30 of each fiscal year. Annual budgets are legally adopted for the General
Fund. As required by the Joint Powers Authority, the budget is adopted and ratified by member agencies.

Operating budgets are prepared on the modified accrual basis of accounting. Budgetary control and the legal
level of control are at the object level, Transfers of appropriations within major objects may be approved by the
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SAN JOAQUIN COUNCIL OF GOVERNMENTS
Notes to the Financial Statements
June 30, 20006
Budgetary information (continued)

Executive Director. Significant amendments, appropriation transfers between objects and transfers from
contingencies must be approved by the Council's Board of Directors. Supplemental appropriations financed by
unanticipated revenues also must be approved by the Board. No supplemental appropriations were required
during the year ended June 30, 2006. The annual expenditure plan and revenue estimate for the Measure K
Special Revenue Fund are approved by the SJCOG Board. The Local Transportation Special Revenue Fund
(LTF) budgeted revenue is created by Council staff and San Joaquin county Auditor Contreller. The budgeted
revenue is allocated to each claimant based on population. The State Transit Assistance Special Revenue Fund
(STA) budget is is created and allocated by the California State Controller’s office. Budgets for the LTF, STA
and Regional Transportation Impact (RTIF) funds are approved by the SICOG Board.

During the year certain amendments were approved by the Board. Certain reclassifications were made within an
object category, which were approved by the Executive Director. The supplemental budgetary appropriations
and reclassifications within ebject categories made in the general fund were not material.

Excess of expenditures over appropriations

Far the fiscal year ended June 30, 2006, expenditures exceeded appropriations in the salaries — vacation sales,
office expense, memberships, transportation, travel and training, allocated service costs, publications and legal
notices and utilities expenditure categories by $41,539, $20,695, $1,553, $25,015, $7,339, §7,657 and $5,812,
respectively. The over-expenditures in the Transportation, travel and training category were funded by private
party reimbursements that totaled $23,100. A provision for vacation sales and related fringe benefit costs was not
made in the 2005-06 budget. The excess expenditures not covered by private party reimbursements were funded
by other local revenues in the general fund,

NOTE IV. DETAILED NOTES ON GOYERNMENTAL FUNDS

Cash and investments

Cash and investments are reported in the accompanying financial statements as follows:

Statement of net assets:

Cash and investments $ 23,837,770
Cash and investments held by bond trustee 179,871,474
Total cash and investments $ 203,709,244

Cash and investments as of June 30, 2006 consist of the following:

Cash and investments $ 23,837,770
Cash and investments held by bond trustee 179,871,474
Total cash and investments $203,709,244
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Investments authorized by the California Government Code and the Council’s investment policy

The table below identifies the investment types that are authorized by the City’s investment policy. The table also
identifies certain provisions of the City’s investment policy 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.

Maximum Maximum
Maximum percentage of investment in one

Authorized investment type maturity * portfolio issuer
Local Agency Bonds 5 years None None
U.S. Treasury Securities S years None Nomne
U.S. Agency Securities 5 years None None
Banker’s Acceptances 180 days 40% 30%
Commercial Paper 270 days 25% 10%
Negotiable Certificates ol Deposit 5 years 30% None
Repurchase Agreements 1 year None None
State of California Obligations 5 years None None
Medium-Term Notes 5 years 30% None
Money Market Mutual Funds N/A 20% 10%
Mortgage Pass-Through Securities 5 years 20% None
County Pooled Investment Funds N/A None None
Local Agency Investment Fund (LAIF) N/A None None

* Excluding amounts held by bond trustee that are not subject to California Government Code restrictions

Investments authorized by debt agreements

Investments 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 Council’s investment policy. The table below
identifies the investment types that are authorized for investments held by bond trustee. The table also identilies
certain provisions of these debt agreements that address interest rate risk, credit risk, and concentration of credit

risk.
Maximum Maximum
Maximum percentage investment in one

Authorized investment type maturity allowed issuer
U.S. Treasury Obligations None None Nene .
U.S. Agency Securities None None Noné
Banker’s Acceptances 180 days None None
Commercial Paper 270 days None None
Money Market Mutual Funds N/A None None
Investment Contracts 30 years None None
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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 Council 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 Council’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 Council’s investments by maturity:

Remaining maturity (in months)

12 months 13t0 24 25 to 60 More than

Investment type Total or less months months 60 months
State investment pool $ 427,527 $ 427527 § - $ - $ -
Held by trustee:
Money market funds 37,269,073 37,269,073 - - -
Commercial paper 12,604,624 12,604,624 - -
Corporate debt securities 10,194,549 1,174,200 5,947,930 3,072,418 -
US Treasury securities 28,354,154 25,500,032 2,854,122
Federal agency securities 91,021,547 31,682,441 33,284,836 26,054,271 -

$ 179,871,474 § 83,157,865 $64,732,798 $31,980,811 5 -

Investments with fair values highly sensitive to interest rate fluctuations

Fair Value
Highly Sensitive Investments at Year-End
Mortgage backed securities. These securities are subject to early payment
in a period of declining interest rates. The resultant reduction in expected
total cash flows affects the fair value of these securities and makes the fair
values of these securities highly sensitive to changes in interest rates. $72,679,662
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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 Council’s investment
policy or debt agreements, and the actual rating as of year end for each investment type.

Minimum Ratings as
Investment type Total legal rating of year end Not rated
State investment pool $ 427,527 N/A - $ 427,527
Held by trustee:
Money market funds 37,269,073 AAA/Aa AAA -
Commercial paper 12,604,624 A A-1+
Corporate debt securities:
Merrill Lynch & Co. MTN 1,174,200 A At -
General Electric Capital Corp. 3,923,092 A AAA -
Associates Corp. N.A, Glbl 2,024,838 A AA- -
Merrill Lynch & Co. Inc Notes 2,121,971 A A+
Merrill Lynch & Co, Inc Glbl 950,448 A A+
US Treasury Bonds/Notes 28,354,154 TSY AAA, Aaa
Federal agency securities 91,021,547 N/A AAA, Aaa -
$179,871,474 $ 427,527

Concentration of credit risk

The investment policy of the Council contains certain limitations on the amount that can be invested in any one
issuer. Investments in any one issuer (other than U.S. Treasury securities, mutual funds, and external investment
pools) that represent 5% or more of total Council investments are as follows:

Reported
Issuer Investment type amount
FHLMC Federal agency securities $26,801,846
FNMA Federal agency securities 23,260,875
FHLB Federal agency securities 22,616,941

Custodial credit risk

Custodial credit risk for depeosits is the risk that, in the event of the lailure 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 Council’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 Council deposits by pledging first trust deed mortgage notes having a value of 150% of the secured
public deposits.
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Investment in San Joagquin County Pool

The Council maintains its cash balances in the San Joaquin County Treasury Investment Pool. The pool is non-
SEC registered, but is invested in accordance with Calilornia State Government Code, and the San Jeaquin
County Treasurer’s Investment Policy. California State Government Code requires the formation of an
Investment Oversight Committee, which is charged with overseeing activity in the pool for compliance to policy
and code requirements. To this end, the oversight committee reviews the monthly investment report prior to
presentation to the Board of Supervisors and causes an andit of investments to occur annually.

At year-end, the carrying amount of the County’s cash on hand and authorized deposits at various financial
institutions was $30, million dollars. Of the total deposits, $27.4 million was uninsured but secured by the
pledging banks and, therefore, was exposed to custodial credit risk. Statutes and County investment policy allow
the pool deposits to be covered by federal depository insurance or by a multiple financial institution collateral
pool, which is maintained at a minimum of 110% of the uninsured deposits with the pledging institution’s agent in
the institution’s name. The County has made no exception to this requirement during the current year.

The fair value of the Council’s shares in the San Joaquin County Pool is the same as the value of the pool shares.
The San Joaquin Council of Governments had a total of $23, 837,770 invested in the San Joaquin County Pool at
June 30, 2006.

Investment in State Investment Pool

The Agency is a voluntary participant in the Loecal 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
Council’s investment in this pool is reported in the accompanying linancial statements at amounts based upon the
Council’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.

The total fair value amount invested by all public agencies in LAIF at June 30, 2006, is $59.5 billion, managed by
the State Treasurer. Of that amount, 100 percent is invested in non-derivative financial products and -0- percent
in derivative financial products. The Local Investment Advisory Board (Board) has oversight responsibility for
LAIF. The Board consists of five members as designated by State Statute. The value of pool shares in LAIF
which may be withdrawn is determined on an amortized cost basis, which is different than the fair value of the
Council’s position in the pool. Investments in LAIF are highly liquid and are secured by the full faith and credit
of the State of California. The Council’s investment in LAIF at June 30, 2006 was $427,527.

Investments in Public Financial Management and CAMP

Public Financial Management (PFM) manages a significant portion of the Council’s investments. These
investment include corporate notes, federal agency bonds/notes, US Treasury bonds/notes, commercial paper,
federal agency discounted notes and money market funds.

The U. S. Government money market funds invest in short-term debt obligations issued or guaranteed by the U. S.
government, its agencies or instrumentalities, some of which may be subject to repurchase agreements. The
securities in the fund have an average lile as of June 30, 2006 of 182 days.

CAMP is a Joint Powers Authority formed to provide professional investment management services and allows
the participants to combine the use of a money market portfolio with an individually managed portfolio. The
money market portfolio offers daily liquidity and is rated Aam by Standard and Peors. To maintain the Aam
rating, the portfolio weighted average maturity may not exceed 70 days.

Included in the CAMP money market fund balances above are accounts that are created for the payment and
tracking of interest and principal on the commercial paper debt obligations, totaling $37,042,924, $87, and
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$183,606, respectively. The investments with fiscal agents as well as the $37,226,617 of the CAMP balances are
also created for the payment and tracking of Measure K project expenditures.

Investments for the Council as well as its component unit are reported at fair value as determined by quoted
market prices. Changes in the fair value of investments are included with all other investment income. Cash on
deposit with the County Treasurer is invested as authorized by statutes,

Receivables

Receivables as of year end for the Council’s individual major funds are as follows:

Local State
Trans- Transit SJICOG
General Measure K portation Assistance RTIF INC. Total
Receivables:
Interest $9,708 $1,042,572 $78,826 827,511 $1,158,617
Sales Taxes 3,245,800 1,718,300 568,421 5,532,521
Intergovernmental 1,008,861 1,019,531 $160,184 2,224,088
Intergovernmental -
Restricted $681,940 681,940

Interest - restricted 125,439 125,439

Total Receivables:  §1,018,569 §5,307,903 §1,797,126 $595.932 §160,184 §807,379 33,722,605

Notes receivable

Notes receivable represents advance loans of Measure K Fund monies to the cities of Ripon and Lodi, to facilitate
Measure K projects.

The City of Ripon note balance as of June 30, 2006, is $4,911,638. The City of Lodi’s note balance as of June 30,
2006, is $278,512. Accrued interest receivable on these borrowings is reflected in the Measure K Fund at June 30,
2006,

City of Ripon Note

The Ripon note will be partially repaid over a remaining term of four years, with annual principal and interest
payments of $370,000, at an annual interest rate of 1.75%. At the end of this initial term, there will be a
remaining principal balance due of $3,745,279, subject to renewal payment terms to be negotiated at that time.

City of Lodi Note

The Lodi note is scheduled to be repaid over a remaining term of three years at an annual interest rate of 1.75%.
Annual principal and interest payments are $96,106.

The San Joaquin Regional Rail Commission (RRC) currently has a $5 million line of credit with SICOG. The line
was originally established at $10 million, but was reduced to $5 million in October of 2000. The line of credit is
designed to provide Measure K Funds for short term financing and has no stated term and bears interest at an
average daily rate based upon the annualized San Joaquin County cash and investment pool rate applied only to
principal borrowed. The RRC borrowed no funds on the line of credit within the fiscal year ended June 30, 2006.
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There was no outstanding balance or accrued interest receivable on the San Joaquin Regional Rail Commission
line of credit at June 30, 2006.

Capital Assets
Capital asset activity for the year ended June 30, 2006 was as follows:

July 1. 2005 Increases Decreases _June 30. 2006

Governmental activities;

July 1, June, 30
Governmental activities: 2005 Increases Decreases 2006

Capital assets, not being depreciated:

Land and land rights § 40000 3 - b - 5 400,000

Total capital assets, not
being depreciated 400,000 - - 400,000

Capital assets, being depreciated:

Office furniture & fixtures 236,450 - - 236,450

Office building ‘ 7,102,653 - - 7,102,653

Building improvements 439,728 - - 439,728

Office & computer equipment 337,551 40,366 (64,363) 313,54

8,116,382 40,366 (64,363) 8,092,385

Less accunmlated depreciation for:

Oflice furniture & fixtures (26,272) (15,763) - (42,035)

Office building (295,944) (177,566) - (473,510)

Building improvements (43.257) (25,9%4) - (69,211)

Office & computer equipment {158,092) (73,705) 64,363 (167,434)

(523565 ~ (292988) 64,363 (752,190)

Total capital assets being

depreciated, net: 7,592,817 (252,622) - 7,340,195

Governmental activities
capital assets, net $ 7992817 § (252,622) § - $ 7,740,195

Depreciation:
All depreciation expense is related to the general administrative functions of the Council,
Depreciation expense was charged to the following activities of the Council as follows:

Governmental activities: 2006 2005

292,988 270,863

Financing - Regional Center and administrative facilities
The Council completed major construction of new administrative facilities in November of 2003. Total cost for
completion of the three story structure, including equipment upgrades, furnishings and fixtures, was $7,935,244,

Land, valued at $400,000, was donated by the Stockton, California Redevelopment agency for the building site.
Commercial paper obligations in the amount of $8,000,000 were issued in Qctober of 2003 from the Measure K
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Fund. These funds were advanced to the General Fund to provide interim financing for the building and
improvements. Of these funds, $2,000,000 was repaid from General Fund reserves to the Measure K Fund in
April of 2005. The Measure K Fund, in turn, retired $2,000,000 of commercial paper obligations. The
$2,000,000 of General Fund reserves covered the cost of construction of the third floor of the building.

Debt service on the commercial paper obligations is being reimbursed from the General Fund to the Measure K
Fund. The cost of debt service interest, paid from the General Fund to the Measure K Fund, for the fiscal year
ended June 30, 3006, was $184,800. The Council currently eccupies the lower two floors of the three story
building. The Council expects to rent the third floor to a commercial tenant in order to defray costs of
maintenance. Beginning February 1, 2007, regular payments of prineipal and interest from the General Fund to
the Measure K Fund will begin in order to repay the $6,000,000 advance. The repayment schedule will consist of
480 monthly principal and interest payments in the amount of $22,949.31, bearing a nominal annual interest rate
of 3.418%.

NOTE V., INTERFUND RECEIVABLES, PAYABLES, AND TRANSFERS
The composition of interfund balances as of June 30, 2006, is as follows:

Due to/from other funds:

Receivable Fund Pavable Fund Amount
General Fund Measure K Fund $ 80,782
General Fund Local Transportation Fund 17,856
General Fund SICOG, INC. Fund 143,468

General Fund receivables from the Measure K Fund represent the final accrued Measure K Program
transportation planning revenues due as of June 30, 2006. General fund receivables from the Local
Transportation Fund (LTF) represent the final acerued LTF Planning funds due te the General Fund at June 30,
2006. Habitat Plan management [ees in the amount of $143,468 were due from the SJCOG, INC. Fund to the
General fund at June 30, 2006.

NOTE VI. LEASES
Operating leases

The Council leases various office equipment under noncancellable operating leases as follows:

Year ending June 30: Amount
2007 $ 118,762

2008 118,372

2009 12,389

2010 1,572

2011-2016 (no commitments) -0-

Total § 251,095
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Capital leases

The Council entered into various lease agreements to provide office and computer equipment for Council staff.
These lease agreements qualify as capital leases for accounting purposes and, therefore, have been recorded at the
present valtue of their future minimum lease payments as of the inception date.

The assets acquired through capital leases are as follows:

Governmental
Asset: Activities
Machinery and equipment $ 106,087
Less: Accumulated depreciation (58.262)
Total § 47,825

As of June 30, 2006, the future minimum lease payments and the net present value of these minimum lease
payments were as follows:

Fiscal year ending June 30,

2007 $ 35567
2008 17,653
2009 3,985
2010 -
2011 -
2012 -
Total payments 57,205
Less amounts representing interest (9,380)
Net present value of future minimum

lease payments $ 47825

NOTE VII. LONG-TERM DEBT

Long-term liability activity during the year ended June 30, 2006 was as follows:

Balance Balance
July 1, 2005 Additions Reductions June 30, 2006
Sick leave benefits payable $ 180,936 5 20,339 $ (12,247) $ 189,028
Compensated absences 38,0647 1,725 - 40,372
Capital leases 70,358 18,368 (40,901) 47,825
Commercial paper 95,000,000 72,000,000 - 167,000,000
Total $ 95289941 $ 72,040,432 5 {53,148) $ 167,277,225

Capital lease payments due within one year total $35,567. Compensated absences due to be paid within one
year from the General Fund total $107,278,

Commercial paper obligations
In relation to the Council’s Measure K program, the Ceouncil issued $65,000,000 of Sales Tax Revenue

Commercial Paper Notes (Limited Tax Bonds) in September 1997 and $24 million in October 1999 to finance
transportation projects under the twenty year transportation expenditure plan.
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In October 2003, the Council issued an additional $8,000,000 of commercial paper obligations to provide interim
financing for construction of new administrative facilities in Stockton, California, These funds were advanced to
the General Fund. In April 2005, the General Fund repaid $2,000,000 to the Measure K Fund from reserves. The
Measure K Fund retired $2,000,000 of commercial paper debt at that time. The General Fund is currently paying
interest to the Measure K Fund on the remaining $6,000,000 balance at an annual rate of 3.418%.

The Council was originally authorized to issue up to $100,000,000 of these notes. In September 2005, the SJICOG
Board of Directors authorized and additional $67,000,000 of commercial paper notes, bringing the total
autherization up to $167,000,000. The Council issued an additional $72,000,000 of commercial paper notes on
November 29, 2005 in order to provide interim financing for the State of California in order to facilitate
construction of Interstate 205 Freeway improvements. These improvements began in the spring of 2006. The
California Transportation Commission (CTC) is scheduled to repay the Council with cash beginning in the 2008-
09 fiscal year.

These notes are payable from and secured by a subordinate pledge of certain revenues derived from the one-half
of one percent retail transactions and use tax in San Joaquin County. The notes mature every 7 days and are
repaid with new notes. These notes can be rolled over until March 31, 2011, at which time all principal must be
repaid. These notes are considered a long-term obligation because the Council does not intend to refund or retire
the principal within the next operating cyele. The notes outstanding as of June 30, 2006 bear interest at 3.94%
which is payable upon maturity of the note. There are no minimum debt service requirements, Revenues of the
Measure K Trust Fund are used to repay the commercial paper obligations.

In addition, under an irrevocable letter of credit issued by Citibank, N.A., the trustee or the remarketing agent is
entitled to draw an amount sufficient to pay the purchase price of notes delivered to it. The letter of credit is valid
through March 31, 2011, at which time it will be renewed. The line of credit fees are paid at an annual rate of
.18% of the stated amount. West LB was replaced by Citibank on November 30, 2005. If the remarketing agent is
unable to resell any notes within 60 days of the letter of credit draw date, the Council has a take out agreement
with the same bank to convert the notes to an installment loan payable over a three-year period bearing an
adjustable interest rate equal to the base rate plus 1 percent, The term out agreement expires March 31, 2011.
If the term out agreement were to be exercised because the entire outstanding balance of $167,000,000 of notes
was not resold, the Council would be required to pay $63,345,175.68 a year for 3 years under the installment loan
agreement assuming a 6.75 percent interest rate.

The Council is required to pay to the Bank an annual commitment fee for the letter of credit of .22% per annum
for any utilized amount and .18% per annum for any unused portion of the stated amount of $181,824,110. No
amounts were utilized on the letter of credit during the year ended June 30, 2006, The Council has paid
commitment fees of $440,847 to the Bank during the year ended June 30, 2006.

NOTE VHI, OTHER INFORMATION
Risk management

The Council participates in the County of San Joaquin self-insurance program for workers compensation
insurance. Loss contingency reserves established by the County of San Joaquin self-insurance program are
funded by contributions from all funds of the County and other participants based on actuarial estimates of the
amounts needed to pay prior and current year c¢laims and to establish a reserve for catastrophe losses. The
Council pays monthly premiums to the County of San Joaquin self-insurance program that includes its pro-rata
share of excess insurance premiums, charges for the pooled risk, claims adjusting and legal costs, and
administrative and other costs to operate the County of San Joaquin self-insurance program.

The County of San Joaquin self-insurance program is currently fully funded. No provision has been made on
these financial statements for liabilities related to possible additional assessments.
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The Council carries commercial insurance to cover all claims for other risks of loss to which the Council is
exposed, including automobile liability, property damage, public officials errors and omissions, personal injury,
physical loss or damage, commercial crime, machinery and employee health. Settled claims resulting from these
risks have not exceeded commercial insurance coverage in any of the past three fiscal years.

Other active and postemployment benefits

Council employees are granted vacation and sick leave in varying amounts. In the event of termination, an
employee is reimbursed for accumulated vacation at various rates. Employees that have reached the normal
retirement age or have completed twenty years of continuous service and have acerued a minimum of 164 hours
of sick leave may elect to convert unused sick leave to cover the continuation of health care insurance at
retirement. Other than this conversion at retirement, there is no cash payment of sick leave. As of June 30,2006,
accrued vacation and sick leave pay totaled $336,678. The non-current portion of accrued vacation pay and sick
leave totaled $229,400. Payment of accrued sick leave to eligible employees upon termination is the only post
employment benefit provided by the Council.

Employee retirement plans

The Council participates in 2 defined contribution pension plan through the Council Retirement Plan which is
available to all employees who have attained 19 years of age. In a defined contribution plan, benelits depend
solely on amounts contributed to the plan plus investment earnings. Employees are eligible to participate from
the date of employment. Contributions to the plan are entrusted to the ICMA Retirement Corporation, which
provides investment consultation and administration.

Contributions to the plan by the Council are limited te 15% of compensation. The Council’s contributions are
fully vested after six years of continuous service. The Plan does not provide for employee contributions. The
Council will not be required to pay prior year employer contributions for anyone having worked for the Council
prior to the initiation of the retirement program,

The Council provides an Executive Retirement Plan for the Council’s Executive Director, This plan is a defined
contribution pension plan with contributions entrusted to the ICMA Retirement Corporation. Under the
Executive Plan, the Council contributes 15% of compensation on behalf of the Executive Director, and the
Executive Director may contribute additional amounts up to a maximum of 10% of compensation. There are no
vesting requirements for this plan.

Plan provisions and contribution requirements for both retirement plans are established and may be amended by
the Council’s Board of Directors. The Council’s total salaries, including vacation and termination pay, for the
year ended June 30, 2006 was $1,717,587. The Council’s total contributions to the retirement plans on behalf of
employees were $294,008 for the year ended June 30, 2006.

Restatement of Fund Balance — SJCOG, INC.

A prior period adjustment in the amount of $807,820 was made to the SJCOG, INC. Fund, a blended component
unit. This adjustment was a result ol a change in the valuation of a contributed conservation easement made on
April 21, 2004, The valuation change was made as a result of an updated appraisal of the subject property and
was approved by the SJTCOG, INC. Board. Detail of adjustment is as follows:

Fund balance June 30, 2005: $10,772,195
Fund balance adjustment: 807,820
Fund balance — restated $11,580,015
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REVENUES
Intergovernmental
Use of money and property
Other

Total Revenues

EXPENDITURES
Salaries and benefits
Salaries
Salaries - vacation sales
Fringe benefits
Total salaries and benefits

Service and supplies

Office expense
Communications
Memberships
Rents and leases - equipment
Debt service

Principal

Interest - leases

Interest - Building debt service
Transportation, travel & training
Allocated service cost
Publications and legal notices
Insurance
Rents - other
Maintenance - equipment
Maint. - building & grounds
Utilities
Unallocated/Reserve

Total service and supplies

Professional and special services
Capital outlay

Tolal Expenditures

OTHER FINANCING SOURCES (USES)
Capital leases

Tatal Other Financing Sources (Uses)

Net Change in Fund Balances

Fund Balance - Beginning

Fund Balance - Ending

ial are an i

The notes to the fi

SAN JOAQUIN COUNCIL OF GOVERNMENTS

Schedule of Revenues, Expenditures and Changes in Fund Balances

Original, Final Budget and Actual - General Fund

By Object Class

For the Year Ended June 30, 2006

Budgeted Amounts Variance with
Original Final Actual Amounts Final Budget
$ 5,176,188 $ 6,394,248 5,146,041 5 (1,248,207)
10,000 10,000 33,470 23,470
30,000 30,000 62,764 32,764
5,216,188 6,434,248 5,242,275 (1,191,973)
1,799,200 1,829,721 1,686,704 143,017
41,539 (41,539)
760,000 760,000 714,113 45,887
2,559,200 2,589,721 2,442,356 147,365
190,300 228,800 249,495 (20,695)
42,000 48,000 45,624 2,376
29,000 29,000 30,553 (1,553)
107,000 107,000 105,647 1,353
42,000 42,000 40,901 1,099
16,000 16,000 11,105 4,895
222,000 222,000 184,800 37,200
100,000 100,000 125,015 {25,015)
2,000 2,000 9,339 (7,339)
12,000 19,000 26,657 (7,657)
74,000 74,000 70,250 3,750
8,000 8,000 2,760 5,240
10,000 10,000 4,606 5,394
60,000 60,000 41,443 18,557
60,000 60,000 65,812 (5.812)
588 54 54
975,388 1,025,854 1,014,006 11,848
1,631,100 2,768,173 1,186,112 1,582,061
50,500 50,500 40,366 10,134
5,216,188 6,434,248 4,682,840 1,751,408
- 18,368 18,368
- 18,3608 18,368
3 - § - 577,803 $ 577,803
(4,722,759)

| part of this slatement.
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SAN JOAQUIN COUNCIL OF GOVERNMENTS

Schedule of Revenues, Expenditures and Changes in Fund Balances
Original, Final Budget and Actnal - Measure K Special Revenue Fund

REVENUES

Measure K sales tax revenue

Use of money and property
Total Revenues

EXPENDITURES
General administration
Streets and roads
Transit
Congestion relief
Railroad safety crossings
Investment expense
Interest expense

Total Expenditures

Net Change in Fund Balances

OTHER FINANCING
SOURCES (USES)

Commercial paper proceeds

Fund Balance - Beginning

Fund Balance - Ending

For the Year Ended June 30, 2006

The notes to the financial statements are an integral part of this statement.
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Budgeted Amounts Variance with
Original Final Actual Amounts Final Budget
44,908,000 $ 44,908,000 47,167,527 2,259,527
0 0 4,818,730 4,818,730
44,908,000 44,908,000 51,986,257 7,078,257
487,000 487,000 487,000 0
15,230,800 15,230,800 15,859,076 (628,276)
14,595,100 14,595,100 13,018,038 1,577,062
11,227,000 11,227,000 34,269,287 (23,042,287)
3,368,100 3,368,100 1,028,118 2,339,982
0 0 840,548 (840,548)
0 0 4,382,929 (4,382,529)
44,908,000 44,908,000 69,884,996 (24,976,996)
- 3 - (17,898,739) (17,898,739)
72,000,000
135,914,973
190,016,234



SAN JOAQUIN COUNCIL OF GOVERNMENTS
Schedule of Revenues, Expenditures and Changes in Fund Balances
Original, Final Budget and Actual - Local Transportation Special Revenue Fund

For the Year Ended June 30, 2006

Budgeted Amounts Variance with
Original Final Actual Amounts Final Budget
REVENUES
LTF sales tax revenue $ 24,380,000 $ 24,975210 $ 24,975,210 0
Use of money and property 0 0 301,943 5 301,943
Total Revenues 24,380,000 24,975,210 25,277,153 301,943
EXPENDITURES
General adrministration 933,400 951,256 951,256 0
Streets and roads 8,735,873 3,717,468 5,493,962 (1,776,494)
Pedestrian & bicycle 487,600 499,504 456,883 42,621
Transit 14,223,127 19,806,982 17,118,527 2,688,455
Total Expenditures 24,380,000 24,975,210 24,020,628 954,582
Net Change in Fund Balances $ - $ - 1,256,525 $ 1,256,525.00
Fund Balance - Beginning 5,868,173
Fund Balance - Ending 3 7,124,698

The notes to the financial statements are an integral part of this statement.
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SAN JOAQUIN COUNCIL OF GOYERNMENTS
Schedule of Revenues, Expenditures and Changes in Fund Balances
Original, Final Budget and Actual - State Transit Assistance Special Revenue Fund

For the Year Ended June 30, 2006

Budgeted Amounts Variance with
QOriginal Final Actual Amounts Final Budget
REVENUES
STA tax revenue § 1,545,289 § 2229808 $ 2,251,762 21,954
Use of money and property 0 0 89,187 b 89,187
Total Revenues 1,545,289 2,229 808 2,340,949 111,141
EXPENDITURES
General administration 23,929 35,607 35,607 0
Transit 1,521,360 2,194,201 861,099 1,333,102
Total Expenditures 1,545,289 2,229,808 896,706 1,333,102
Net Change in Fund Balances $ - ¥ - 1,444,243 3 1,444,243
Fund Balance - Beginning 1,588,076
Fund Balance - Ending b 3,032,320

The notes to the financial statements are an integral part of this statement.
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SAN JOAQUIN COUNCIL OF GOYERNMENTS
Schedule of Revenues, Expenditures and Changes in Fund Balances
Original, Final Budget and Actual - Regional Transportation Impact Special Revenue Fund

For the Year Ended June 30, 2006

Budgeted Amounts Variance with
Original Final Actual Amounts Final Budget
REVENUES
Charges for services $ 25,900 b 150,000 $ 160,184 10,184
Use of money and property 0 0 0 & -
Total Revenues 25,900 150,000 160,184 10,184
EXPENDITURES
General administration 13,400 13,400 13,400 0
RTIF program updates 12,500 12,500 12,500 0
Total Expenditures 25,900 25,900 25,900 0
Net Change in Fund Balances - - 134,284 10,184
Fund Balance - Beginning - - - -
Fund Balance - Ending - $ 124,100 § 134284 § 10,184

The notes to the financial statements are an integral part of this statement.
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SAN JOAQUIN COUNCIL OF GOVERNMENTS

Schedule of Revenues, Expenditures and Changes in Fund Balances
Original, Final Budget and Actual - SICOG, INC. Blended Component Unit

REVENUES
Charges for services
Use of money and property
Total Revenues
EXPENDITURES
General administration
Habitat Plan

Total Expenditures

Net Change in Fund Balances

Fund Balance, Beginning - Restated

Fund Balance - Ending

The notes to the financial statements are an integral part of this statement.

For the Year Ended June 30, 2006
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Budgeted Amounts Variance with
Origilal Final Actual Amounts Final Budget

12,000,000 $ 12,000,000 $ 13,055,526 1,055,526
0 0 428,354 $ 428354
12,000,000 12,000,000 13,483,880 1,483,880
440,000 400,000 384,983 15,017
11,600,000 11,600,000 297,201 11,302,799
12,000,000 12,000,000 682,184 11,317,816
- $ - 12,801,696 $ 12,801,696

11,580,015

3 24,381,711



OTHER SUPPLEMENTARY
INFORMATION

71
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SAN JOAQUIN COUNCIL OF GOVERNMENTS
Schedule of Direct and Indirect Expenditures
For the Year Ended June 30, 2006

Unallowable
Direct Indirect Expense Total
Salaries $ 876,353 § 851,890 5 - § 1,728,243
Fringe benefits 310,755 403,358 714,113
Office expense 98,269 151,226 249,495
Communications 7,515 38,109 45,624
Memberships 4,901 19,634 6,018 30,553
Rent - equipment 105,647 105,647
Capital lease principal payments 40,201 40,901
Capital lease interest payments 11,105 11,105
Interest - building debt service 130,161 54,639 184,800
Transportation, travel and training 116,964 4,027 4,024 125,015
Professicnal and special services 966,477 145,798 73,837 1,186,112
Departmental costs allocated - 9,339 9,339
Publications and legal notices 9,217 17,440 26,657
Insurance 70,250 70,250
Rents - other 1,500 1,260 2,760
Capital outlay 40,366 40,366
Maintenance - equipment 4,606 4,606
Maint. - struct. & grounds 41,443 41,443
Utilities 65,812 65,812
TOTAL EXPENDITURES 2,391,951 2,112,005 178,884 4,682,840
Other reconciling items;
Depreciation 240,487 52,500 292,987
Total Expenditures Recovered

Under Indirect Cost Rate 3 2,391,951 2,352,492 $ 231,384 § 4,975,827

Total expenditures recovered under
Indirect Cost Rate 1,709,663

2005-06 under recovered indirect cost catryforward b 642,829
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SAN JOAQUIN COUNCIL OF GOVERNMENTS
Schedule of Revenues, Expenditures and Changes in Fund Balances

Final Budget and Actual - General Fund

REVENUES

Intergovernmental
Use of money and property
Miscellancous

Total Revenues

EXPENDITURES

Regional Transportation Plan
Regional Planning Studies
Transportation Improvement Program
Roads and Streets Monitoring
Transit Coordination and Planning
Transportation Air Quality Planning
Ongoing Technical Assistance
Intergovernmental Coordination
Projections and Forecasts
Airport and Land Use
Congestion Management Prog/Sys
Regional Planning
Valley MPO Coordination
Interregional Partnership
$.J. Valley Blueprint
Habitat Plan Implementation
Measure K Program Mgmt/Admin
COG Ovenll Work Plan Administration
TDA Administration
Community Involvement Program
TEA-21 Management
Transportation Demand Management
Freeway Service Patrol
Total 2005/06 project Expenditures
Other {not billed through Qveralt Work Program)
Additional provision for capital outlay
Depreciation cost recovery A-87 assets only
Total Other

Overhead (overclaimed) underclaimed - prior perieds

Total Adjusted Project Expenditures

Net Change in Fund Balance

Fund Balance - Beginning

Fund Balance - Ending

By Work Program

For the Year Ended June 30, 2006

Budgeted Amounts Favorable
Original Final Actual Amounts (Unfavorable)
$ 35,176,188 § 6,394,248 $ 5,147,097 $ (1,247,151)
10,000 10,000 32,414 22,414
30,000 30,000 62,764 32,764
5,216,188 6,434,248 5,242,275 (1,191,973)
95,000 §9,800 89,731 69
509,100 784,439 149,458 634,981
180,000 342,144 341,682 462
507,940 527,144 357,210 169,934
262,507 203,607 203,517 90
189,312 258,900 258,762 138
91,500 63,800 50,921 12,879
321,900 296,900 291,893 5,007
195,600 27,300 10,299 17,001
20,000 293,520 80,379 213,141
3,700 18,700 12,653 6,047
620,000 27,000 26,890 110
95,000 21,100 7.926 13,174
40,000 1,700 1,607 93
V] 324,489 80,506 243,983
0 400,000 241,459 158,541
281,500 312,102 312,057 45
196,400 166,200 166,162 18
200,000 200,000 199,767 233
299,100 687,177 687,150 27
6,300 8,300 8,276 24
689,000 728,634 511,567 217,067
412,929 651,292 443,969 207,323
5,216,188 6,434,248 4,533,842 1,900,406
0 0 40,366 (40,366)
(240,487) 240,487
0 0 (200,121) 200,121
0 0 469,795 (469,795)
5,216,188 6,434,248 4,803,516 1,630,732
0 0 438,759 438,759
0 0 (4,583,715) (4,583,715)
5 - 3 - 3 (4,144956) § (4,144 956)
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PUC
Section
99231.1

991

99260

99400(x)

99400(c)

99400e)

99400(b,c.4)

SAN JOAQUIN COUNCIL OF GOYERNMENTS

SCHEDULE OF ALLOCATIONS AND EXPENDITURES
LOCAL TRANSPORTATION FUND

For the Year Ended June 30, 2006

Purpose

Adminlstration:
Council
County of San Joaguin

Pedestrian and Bicycle Facllitles:
County of San Jeaguin
City of Steckton
City of Tracy
City of Lodl
City of Manteca
City of Ripon
City of Lathrop

Public Transportation:
San Joaquin Regional Transit District
City of Ripon

Public Transportation System Planning:
Council of Governments

Streets, Roads, Pedestrian and Bicycle Projects:
County of San Joaquin
Clty of Tracy
City of Lodl
City of Ripon
Clty of Manteca
City of Lathrop

Contracted Public Transportation - Operations:
San Joaquin Reglonal Rail Commission
City of Lodi
City of Manteca

Contracted Public Transportation - Capital:
City of Tracy
City of Lodi
Clty of Manteca

Other:
Clty of Manteca

Total:

T8

Allocated/
Expended

s 200,000

2,000
202,000

114,655
214,518
57,292
47,009
4,273
9,510
9,626
456,883

13,556,261
4,367
13,560,628

749,256

745487
2,811,258
150,000
467,220
1,049,643
270,354
5,493,962

743,158
1,725,999
280,136
2,749.293

103,245
453,151
144,610
701,006

107,600

H 24,020,628
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SAN JOAQUIN COUNCIL OF GOVERNMENTS

SCHEDULE OF ALLOCATIONS AND EXPENDITURES
STATE TRANSIT ASSISTANCE

For the Year Ended June 30, 2006

PUC
Section Purpose

6730(a) Public Transit:
San Joaquin Regional Rail Commission $
City of Ripon

6730(b) Transit Capital:
San Joaquin Regional Transit District

6731(b) Contracted Transit:
City of Lodi

6731(b) Transit Administration/Planning:
Council

Total: $

81

Allocated/
Expended

82,959
26

82,985

766,500

11,614

35,607

896,706
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SAN JOAQUIN COUNCIL OF GOVERNMENTS

GOVERNMENTAL ACTIVITIES SALES TAX REVENUES BY SOURCE
LAST TEN FISCAL YEARS
(accrual basis of accounting)

Fiscal Year

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

Local State
Transportation Transit

Fund Assistance Measure K Total
11,515,592 554,841 22,280,843 34,351,276
12,192,817 1,000,557 23,884,734 37,078,108
13,038,365 967,484 26,831,193 40,837,042
15,145,856 981,296 29,094,198 45,221,350
17,238,128 1,007,740 32,988,839 51,234,707
17,632,624 1,913,861 34,377,742 53,924,227
18,768,399 1,073,638 36,378,280 56,220,317
20,375,418 1,165,914 39,221,071 60,762,403
22,528,054 1,285,581 43,625,573 67,439,208
24,975,210 2,251,762 47,167,527 74,394,499
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SAN JOAQUIN COUNCIL OF GOVERNMENTS
DEMOGRAFPHIC INFORMATION

(UNAUDITED)
LAST FOURTEEN YEARS
COUNTY TOTAL NEW TAXABLE
POPULATION HOUSING HOUSING SALES
YEAR (JANUARY 1) UNITS UNITS (IN THOUSANDS)
1993 507,170 173,590 2,362 $3,708,151
1994 513,135 176,066 2,476 $3,957,158
1995 519,836 178,243 2,177 $4,176,036
1996 528,894 180,214 1,971 $4,422,080
1997 537,669 182,444 2,230 $4,733,123
1998 525,249 184,238 1,794 $5,080,400
1999 554,438 186,718 2,430 $5,761,960
2000 563,598 189,160 2,442 $6,582,353
2001 583,700 192,268 3,108 $6,995,905
2002 596,000 197,316 5,048 $7,305,586
2003 616,500 201,375 4,082 $7,745,868
2004 636,466 207,449 6,074 $8,703,241
2005 653,333 213,688 6,239 n/a*
2006 668,265 n/a* na* wa*

SOURCES:
POPULATION AND NEW HOUSING - CALIFORNIA DEPARTMENT OF FINANCE
TAXABLE SALES - CALIFORNIA STATE BOARD OF EQUALIZATION
* DATA ISNOT YET AVAILABLE
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