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February 7, 2008

Honorable Members of the
Lemoore Redevelopment Agency
City of Lemoore

Lemoore, California

INDEPENDENT AUDITORS’ REPORT

We have audited the accompanying financial statements of the governmental activities, each
major fund and the aggregate remaining fund information of the Lemoore Redevelopment Agency,
California (Agency), a component unit of the City of Lemoore, California as of and for the year ended
June 30, 2007, which collectively comprise the Agency’s basic financial statements as listed in the table
of contents. These financial statements are the responsibility of the Agency’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 the 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 Agency, as of June 30, 2007, and the respective changes in financial
position thereof for the fiscal 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
February 7, 2008, on our consideration of the Agency’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 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 Agency has not presented the management’s discussion and analysis that accounting
principles generally accepted in the United States has determined is required supplementary information,
although not required to be part of, the basic financial statements.
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The Budgetary comparison information on page 24 is not a required part of the basic financial
statements, but is supplementary information required by accounting principles generally accepted in the
United States of America. Such information has been subjected to the auditing procedures applied in the
audit of the component unit financial statements and, in our opinion, is fairly presented in all material
respects in relation to the component unit financial statements taken as a whole. :

Sampoen &Sampoen
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LEMOORE REDEVELOPMENT AGENCY
(A Component Unit of the City of Lemoore)
STATEMENT OF NET ASSETS
JUNE 30, 2007

ASSETS:
Cash and investments
Receivables:
Taxes
Interest
Notes
Other
Due from the City of Lemoore
Advances to the Golf Course
Assets held for resale
Bond discounts
Capital assets:
Nondepreciable
Depreciable, net
Restricted assets:
Cash with fiscal agent
Total assets

LIABILITIES:
Accounts payable
Accrued interest payable
Advances from the City of Lemoore
Noncurrent liabilities:’
Due within one year
Due in more than one year
Total liabilities

NET ASSETS:
Invested in capital assets
Restricted for:
Housing
Unrestricted
Total net assets (deficit)

See independent auditors’ report and notes to financial statements.
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$11,765,997

443,515
140,408
769,021

294
76,049

2,726,932

1,124,825
226,574

868,912
60,646

1.307.445
19.510.618

206,226
541,502
1,625,914

852,966
21.460.907
24.687.515

929,558

2,307,771
(8.414.226)
$(5,176,897)
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LEMOORE REDEVELOPMENT AGENCY

(A Component Unit of the City of Lemoore)
STATEMENT OF ACTIVITIES

JUNE 30, 2007
EXPENSES:
Community development $ 4,412,595
Interest and fiscal charges 1,173,505
Total governmental expenses 5,586,100
Net governmental revenue (expense) (5.586.100)
GENERAL REVENUES:
Property taxes 6,962,367
Investment earnings : 667,657
Other 117,201
Transfers from the City of Lemoore 362.476
Total general revenues and transfers 8.109.701
Changes in net assets _ 2,523,601
Deficit, beginning of year-as previously reported (827,589)
Prior period adjustments (6,872.909)
Deficit, beginning of year-restated (7.700.498)
Deficit, end of year $(5,176.897)

See independent auditors’ report and notes to financial statements.
4
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LEMOORE REDEVELOPMENT AGENCY
(A Component Unit of the City of Lemoore)

BALANCE SHEET
GOVERNMENTAL FUNDS
JUNE 30, 2007
Low and Non-Major
Moderate Income Debt Capital 1998 and Capital Facilities Total
Housing Special Service Projects 2003 Note & Capital Governmental
Revenue Fund Fund Fund Project Fund Projects Funds
ASSETS:
Cash and investments $3,247.926 % 913,895 $1,887413 $5,453,597 $263,166 $11,765,997
Cash with fiscal Agents-restricted 1,307,445 1,307,445
Receivables: ‘
Taxes 88,702 354,813 443515
Interest 38,214 19,636 24,747 63,761 3,050 140,408
Notes 79,607 6385 414 769,021
Other 264 294
Interfund receivable 76,049 76,049
e from Cily of Lemoore 87,376 87,376
Advances to the City of Lemoore
Advances to the Golf Course 2,726,932 2,726,932
Assets held for resale 296,528 828.297 _ 1,124,825
Total assets $3,751.271 $2.231.976 $5.846.744 $6.3435.655 $266.216 $18.441.862
LIABILITIES AND FUND
BALANCES:
Liabilities:
Accounts payable : $ 60,000 b $ 138,859 $ 7367 3 $ 206,226
Advances from the City of Lemoore 1,625514 1,625914
interfund payable 87.376 87.37¢
Totai iabilities 60,000 L1.625.914 138.859 94,743 I 1919516
Fund balances:
Reserved for:
Low and moderate income housing 3,394,743 3,394,743
Debt service 606,062 606,062
Advances 2,726,932 2,726,932
Assets held for resale 296,528 828,297 1,124,825
Unresetrved 2,980,953 5,422.613 266,216 B.069.784
Total fund balances 3.691.271 606.062 5,707,885 6.250912 266,216 16,522,346
Total liabilities and fund balances $3.751.271 $2.231,976 $5.846.744 $6,345.655 $266.216 318441862

See independent auditors’ report and notes to financial statements.
5
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LEMOORE REDEVELOPMENT AGENCY
(A Component Unit of the City of Lemoore)
RECONCILIATION OF THE BALANCE SHEET
TO THE STATEMENT OF NET ASSETS
JUNE 30, 2007

Fund balances of governmental funds

Ameounts reported for governmental activities in the statement of net assets are different because:

Capital assets, net of accumnulated depreciation, used in governmental activities are not
current financial resources and, therefore, are not reported in the governmental funds.

Long-term labilities are not due and payable in the current period. Therefore, they
are not reported in the governmental funds.

Interest payable on long-term debt does not require current financial resources. Therefore,
interest payable is not reported as a liability on the governmental fund balance sheet.

Governmental funds reported the effect of issuance cost, 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.

Net assets of governmental activities

See independent auditors’ report and notes to financial statements.
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$16,522,346

929,558

(22,313,873)

(541,502)

226,574

$ (5.176,897)
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LEMOORE REDEVELOPMENT AGENCY

(A Compenent Unit of the City of Lemoore)
STATEMENT OF REVENUE, EXPENDITURES AND CHANGES IN FUND BALANCES

FOR THE YEAR ENDED JUNE 30, 2007

Low and Non-Major
Moderate Income Debt Capital 1958 and Capital Facilities Total
Housing Special Service Projects 2003 Note & Capital Governmentai
Revenue Fund Fund Fund Project Fund Projects Funds
REVENUES:
Property taxes $1,392,473 3 $ 5,569,894 b 3 3 6,962,367
Use of money and propetty 139,306 95,915 157,099 260,268 15,069 667,657
Other revente 52,843 15,000 49358 117,201
Total revenues 1,584,622 93.915 5.741.993 309,624 15,069 7.747.225
EXPENDITURES:
Current:
Community develepment 617,262 3,081,944 265,035 122,278 4,086,519
Capital outlay:
Community development 343,596 343,596
Debt service:
Principal 227,401 827,401
Interest 1.053.633 1,053,633
Total expenditures 960,858 1.881.034 3,081,944 265,035 122278 _6311.149
Excess (deficiency) of revenues
over (uader) expendilures 623,764 (1.785.11% 2.660.049 44591 _{107.209) 1436076
OTHER FINANCING SOURCES (USES):
Transfers in ) 2,601,715 161,821 238,781 . 96,776 3,099,093
Transfers out (581,484 (2,517,609) (3,099,093)
Transfers from the City of Lemoore 362476 302476
Total other financing sources {uses) (581.484) 2,601,715 (1.993.312) 238,781 96.776 362476
Net change in fund balances 42280 816,596 666,737 283372 (10433 1,798,552
Fund balances (deficit}, July 1, 2006,
as previously reported 3,566,937 {210,534) 4,103,936 5,967,540 276,649 13,704,528
Prior period adiustment 82.054 937212 1.019.266
Fund balances, July 1, 2006-restated 3.648.991 {210.534) 5,041,148 5,967,540 276,649 14723794
Fund balances, June 30, 2007 $3.691.271 3606062 $5707 885 $6.250.912 $.266.210 316,522,346

See independent auditors’ report and notes to financial statements.
7
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LEMOORE REDEVELOPMENT AGENCY
(A Component Unit of the City of Lemoore)

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, 2007

Net change in fund balances of governmental funds

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

Governmental funds report capital outlay as expenditures. However, in the
statement of activities, the cost of those assets is capitalized. This is the amount
of capital assets recorded in the current period.

Depreciation expense on capital assets is reported in the government-wide
statement of changes in net assets, but they do not require the use of current
financial resources. Therefore, depreciation expense is not reported as an
expenditure in governmental funds.

Debt repayments are reported as an expenditure in the governmental funds. The
repayment is not an expense in the statement of activities as it is a reduction of a

long-term liability. Governmental funds report the effect of issuance cost, discounts
and similar items when debt is first issued, whereas these amounts are deferred and

amortized in the statément of activities. This amount is the net effect of these
differences in the treatment of long-term debt and related items.

Interest expenditures are reported in the governmental funds when paid. Interest
expense is reported on the statement of activities when incurred. This amount

represents the difference between interest paid and interest incurred.

Changes in net assets of governmental activities

See independent auditors’ report and notes to financial statements.
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$1,798,552

21,784

(2,791)

726,772

(20,716)
$2,523.601
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LEMOORE REDEVELOPMENT AGENCY
(A Component Unit of the City of Lemoore)
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2007

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:
A, Description of ‘Reporting Entity

The Lemoore Redevelopment Agency (Agency) was established in September, 1985, as
authorized by the Health and Safety Code of the State of California. The primary purpose of the
Agency is to prepare and carry out plans for improvement, rehabilitation, and redevelopment of
the blighted areas within the City of Lemoore (City).

The Agency is comprised of all funds under the jurisdiction and control of the Agency’s
Governing Board. The Governing Board is comprised of the same individuals who comprise the
City of Lemoore City Council. Because the City’s governing council controls the Agency, the
Agency is considered a component unit of the City; therefore, the Agency’s financial information
is blended into the City’s annual Financial Report. The Agency has no financial or operational
relationships with other related agencies, organizations, or functions of government which meet
the reporting entity definition criteria of GASB Statement No. 14, The Financial Reporting
Entity, as amended by GASB Statement No. 39 determining Whether Certain Organizations are
Component Units, for inclusion as a component unit of the Agency. A comprehensive annual
financial report of the City may be obtained from the City of Lemoore, 119 Fox Street, Lemoore,
CA 93245. '

The financial statements of the Agency have been prepared in conformity with accounting
principles generally accepted in the United States of America as applied to governmental units.
The Governmental Accounting Standards Board is the accepted standard setting body for
governmental accounting and financial reporting principles.

B. Basis of Accounting/Measurement Focus

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

Government-Wide Financial Statements
The Agency government-wide financial statements include a statement of net assets and a

statement of activities. These statements present summaries of the governmental activities for the
Agency.
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LEMOORE REDEVELOPMENT AGENCY
(A Component Unit of the City of Lemoore)
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2007

(Continued)

These statements are presented on an economic resources measurement focus and the accrual
basis of accounting. Accordingly, all of the Agency’s assets and liabilities, including capital
assets, as well as infrastructure assets, and long-term liabilities, are included in the accompanying
statement of net assets. The statement of activities presents changes in net assets. Under the
accrual basis of accounting, revenues are recognized in the period in which they are earned while
expenses are recognized in the period in which the liability is incurred. The types of transactions
reported as program revenues for the Agency are reported in three categories: 1) charges for
services, 2) operating grants and contributions, and 3) capital grants and contributions. Revenues
that are not classified as program revenues, including all taxes and other items, are presented
instead as general revenues. '

The statement of net assets and statement of activities display information about the Agency as a
whole and, accordingly, eliminations have been made as prescribed by GASB Statement No. 34
in regards to interfund activities.

Governmental Fund Financial Statements

Governmental fund financial statements include a balance sheet and a statement of revenues,
expenditures and changes in fund balances for all major governmental funds and the aggregate
remaining fund information. An accompanying schedule is presented to reconcile and explain the
differences in net assets as presented in these statements to the net assets presented in the
government-wide {inancial statements.

The Agency reports the following major governmental funds:

The Low and Moderate Income Housing Special Revenue Fund is used to account for the
operations and projects of the Agency, and to account for the 20% of tax increment funds
required by state law to be set aside for the purpose of increasing or improving the City’s supply
of low and moderate income housing needs.

The Debt Service Fund is used to dccount for the accumulation of resources for, and for the
payment of, principal and interest on the Agency’s long-term debt.

The Capital Projects Fund is used to account for redevelopment activities including
administration and acquisition and construction of major capital projects undertaken by the
Agency.

The 1998 and 2003 Note Projects Fund is used to account for bond proceeds.

All governmental funds are accounted for on a spending or current financial resources
measurement focus and the modified accrual basis of accounting. Accordingly, only current
assets and current liabilities are included on the balance sheets. The statement of revenues,
expenditures and changes in fund balances presents increases (revenues and other financing
sources) and decreases (expenditures and other financing uses) in net current assets. Under the

10
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LEMOORE REDEVELOPMENT AGENCY
(A Component Unit of the City of Lemoore)
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2007
(Continued)

modified accrual basis of accounting, revenues are recognized in the accounting period in which
they become both measurable and available to finance expenditures of the current period.
Accordingly, revenues are recorded when received in cash during the year or within 60 days after
year-end. The primary revenue sources, which have been treated as susceptible to accrual by the
Agency, are property taxes and investment income. Expenditures are recorded in the accounting
period in which the related fund liability is incurred. However, debt service expenditures, as well
as expenditures related to compensated absences, are recorded only when payment is due.
General capital assets acquisitions are reported as expenditures in governmental funds.

The fund financial statements provide information about the Agency’s funds. The emphasis of
fund financial statements is on major governmental funds, each displayed in a separate column.

Reconciliation of the fund financial statements to the government-wide financial statements is
provided to explain the differences created by the integrated approach of GASB Statement No.
34.

C. Cash and Investments

Under the Agency’s cash management program, cash in excess of operating requirements is
pooled with the purpose of maximizing inferest through investment activities, and is deposited in
savings accounts or invested in bank certificates of deposit, bank money market accounts and the
State of California Local Agency Investment Fund (LAIF). Interest income on pooled
investments is allocated on the end of month balances in each fund included in the pools.

b. Use of Ilstimates

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

E. Budgeting

Prior to July 1, the Board of Directors adopts budgets for the governmental funds of the Agency.,
Following publication and public hearings, the budgets are legally enacted by resolution. The
budgets are adopted on a basis consistent with accounting principles generally accepted in the
United States of America.

These budgets are revised by the Agency’s governing board during the year to give consideration

to unanticipated income and expenditures. Both the original and final revised budget for the low
and moderate income housing are presented in the required supplementary information section.

11
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LEMOORE REDEVELOPMENT AGENCY
(A Component Unit of the City of Lemoore)
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2007
(Continued)

F. Property Taxes

Revenue is recognized when measurable and available. The assessment, levy and collection of
property taxes are the responsibility of the County of Kings (County). The Agency records
property taxes as revenue when received from the County, except at fiscal year-end, when
property taxes received within 60 days after the end of the fiscal year are “available,” and,
therefore, recognized as revenue.

Secured and unsecured property taxes are levied based on the assessed value as of January 1%,
lien date, of the preceding fiscal year. Secured property tax is levied on July 1* and due in two
installments, on November 1* and February 1*, Collection dates are December 10" and April
10™, which are also the delinquent dates. Unsecured property tax is levied on July 1* and due on
July 31%, and has a collection date of August 31%, which is also the delinquent date.

G. Capital Assets

The Agency’s assets are capitalized at historical cost or estimated historical cost. Agency policy
has set the capitalization threshold for reporting capital assets at $1,000. Gifts or contributions of
capital assets are recorded at fair market value when received. Depreciation is recorded on a
straight-line basis over the useful life of the following assets:

Infrastructure 20 years
Buildings and Improvements 20 years

H. Assets Held for Resale

Land and improvements held by the Agency for the purpese of improving and reselling are
accounted for in this account. The primary purpose of redevelopment agencies is the
development or redevelopment of blighted properties. This is accomplished by buying,
improving, and reselling parcels of land. Property is stated at the lower of cost or net realizable
value.

L Long-Term Debt

In the government-wide financial statements, long-term debt and other long-term obligations are
reported as liabilities in the governmental activities section of the statement of net assets.

In the fund financial statements, governmental fund types recognized bond premiums and
discounts, as well as cost of issuance, during the current period. The face amount of debt issued
is reported as other financing sources. The face amount of debt issued is reported as other
financing sources. Premiums received on debt issuances are reported as other financing sources
while discounts not withheld from the actual debt proceeds received, are reported as debt service
expenditures. Issuance costs, whether or not withheld from the actual debt proceeds received, are
reported as debt service expenditures.

12
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LEMOORE REDEVELOPMENT AGENCY
(A Component Unit of the City of Lemoore)
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2607
(Continued)

J. Low Income Housing

Under requirements of the State of California Health and Safety Code, the Agency is required to
set aside 20% of tax increment revenues for use in housing projects benefiting low- and
moderate-income households. At June 30, 2007, the net cumulative upspent low- and moderate-
income housing set aside funds bhave been obligated by the Agency and are included in the
respective project area Low Income Housing Special Revenue Fund for 20% set aside.

K. Use of Restricted/Unrestricted Net Assets

When an expense is incurred for purposes for which both restricted and unrestricted net asséts are
available, the Agency’s policy is to apply restricted net assets first.

NOTE 2 - CASH AND INVESTMENTS:

Cash and investments as of June 30, 2007 are classified in the accormpanying financial statements
as follows:

Statement of Net Assets

Cash and investments $11,765,997
Restricted cash and investments 1,307,445
Total cash and investments $13,073.442

Investments Authorized by the California Government Code and the City of Lemoore’s
Investment Policy. ‘

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

13
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LEMOORE REDEVELOPMENT AGENCY
{A Component Unit of the City of Lemoore)
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 20067

(Continued)
Maximum Maximum
Percentage Investment
Maximum of Portfolio of One Issuer
Anthorized Investment Type Maturity or Amount or Amount
U.S. Treasury Obligations 5 years None None
U.S. Agency Securities 5 years None None
Bankers Acceptances ' 180 days 40% 30%
Commercial Paper 270 days 25% 10%
Negotiable Certificates of Deposits 5 years 30% Legal Limit
Repurchase Agreements 1 year None None
Medium-Term Notes 5 years 30% None
Mutual Accounts ' N/A 20% 10%
Money Market Accounts N/A 20% 10%
Local Agency Investment fund (LAIF) N/A None None

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

risk.
‘ Maximum Maximum
Maximum Percentage Investment
Authorized Investment Type Maturity of Portfolio in One Issuer
U.S. Treasury Obligations None None None
U.S. Agency Securities None None None
Bankers Acceptances 180 days None None
Commercial Paper 270 days None None
Money Market Mutual Funds N/A None ~ None
Investment Contracts 30 year None None

Because the Agency’s cash and investments are included in the City’s pooled cash and
investments, the Agency’s disclosures relating to interest rate risk, credit risk, concentration of
credit risk, and custodial credit risk have not been separately determined. Below are the City’s
disclosures relating to these risks.

14
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LEMOORE REDEVELOPMENT AGENCY
(A Component Unit of the City of Lemoore)
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2007
(Continued)

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 City of Lemoore
manages its exposure to interest rate risk is through the purchase of a combination of shorter term
and longer term investments and by timing cash flows from maturities so that a portion of the
portfolio is maturing or coming close to maturity evenly over time as necessary to provide the
cash flow and liquidity needed for operations.

Information about the sensitivity of the fair values of the City’s investments to market interest
rate fluctuations is provided by the following table that shows the distribution of the City’s
investments by maturity.

Remaining Maturity (in months)

12 Months 13t024 25 to 60
Investment Type Fair Value or Less Months Months
Federal agency securities $ 1,362,519 $ 1,362,519 5 $
State Investment Pool 35,087,334 35,087,334 ' .
Certificate of deposits 655,964 549.638 106,326
Total $37,105.817 $36.999.491 b $106,326

Disclosures Relating to Credit Risk

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

Minimum Ratings as of Year End
Legal Not
Investment Type Amount Rating AAA Rated
Federal agency securities $ 1,362,519 N/A $1,362,519 $
State investment pool 35,087,334 N/A 35,087,334
Certificates of deposits 655.964 N/A 655.964
$37,105.817 $1.362.519 $35,743.298

15



é‘@ SAMPSON & SAMPSON « CERTIFIED PUBLIC ACCOUNTANTS

LEMOORE REDEVELOPMENT AGENCY
{A Component Unit of the City of Lemoore)
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2007
{Continued)

Concentration of Credit Risk

The City does not have a formal investment policy that has limits on the amount that can be
invested in any one isswer beyond that stipulated in California Government Code. The City’s
investments are exempt from this disclosure.

Custodial Credit Risk

Custodial credit risk for deposits is the risk that, in the event of the failure of a depository
Tinancial 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 California
Government Code and the City’s investment policy do not contain legal or policy requirements
that would limit the exposure to custodial credit risk for deposits, 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 be 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 feast 110% of the total amount deposited by the public agencies. California law also allows
financial institutions to secure City deposits by pledging first trust deed mortgage notes having a
value of 150% of the secured public deposits.

As of June 30, 2007, no City of Lemoore deposits with financial institutions in excess of federal
depository insurance limits were held in uncollateralized accounts. In addition, as of June 30,
2007, no investments were held by the same broker dealer (counterparty) that was used by the
City of Lemoore to purchase the securities.

Custodial credit risk does not apply to a local government’s indirect investment in securities
through the use of mutual funds or government investment pools (such as LAIF).

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

NOTE 3 - ASSETS HELD FOR RESALE:

The following is a summary of changes in the assets held for resale for the year ended June 30,

2007.
Balance Balance
July 1, 2006 Additions Reductions June 30, 2007
Land $1.050,729 $74.,096 £ $1.124.825
Total assets held for sale $1.050,729 $74.096 $ $1,124.825

NOTE 4 - INTERFUND TRANSACTIONS:

‘A. Advances

Advances to/from the City of Lemoore at June 30, 2007 were as follows:

Receivable Payable
Funds Funds
Major Funds: :

City of Lemoore general fund $1,625914 $

RDA debt service fund 1,625,914

RDA capital projects fund 2,726,932

City of Lemoore golf course 2,726,932
4,352 846 4,352 846

B. Interfund Receivables/Payables

Interfund receivables/payables at June 30, 2007 were as follows:

Interfund Interfund
Receivable Payable
Major Funds:
Capital Projects Fund $87,376 b
1998 and 2003 Note Project Fund 87,376
$87.376 $87,376

Additionally, the City of Lemoore owes the Redevelopment Agency’s Capital Project Fund
$76,049, which is to be paid from current financial resources.
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C. Interfund Transfers

With Council approval, resources may be transferred from one Agency’s fund to another or
between the City of Lemoore and the Agency. The purpose of the majority of transfers is to
reimburse a fund that has made expenditures on behalf of another fund. Current year transfers
included activity to recognize the refunding of debt.

Transfers in and out between Agency funds consisted of the folowing as of June 30, 2007.

Transfers
In Out

Maior funds:

Low and moderate income housing

special revenue fund $ $ 581,484

Debt service fund 2,601,715

Capital projects fund 161,821 2,517,609

1998 and 2003 note project fund 238,781
Nonmajor capital facilities fund 96,776
Total $3.099.093 $3.099,093

Transfers to and from the City and Agency consisted of the following as of June 30, 2007.

Transfers
From To
City of Lemoore:
Golf Course Fund $362.476 s
Total $362.476 I
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NOTE 5 - CAPITAL ASSETS:

The following table presents summary information on capital assets.

Balance Balance
July 1, 2006 Additions Reductions June 30, 2007
Governmental Activities: ‘ ‘
Capital assets not being depreciated:
Land § 868,912 $ $ $868,912
Construction in progress 7.546,577 (7.546.577)
Total capital assets not being depreciated 8415489 (7.546,577) 868912
Capital assets being depreciated:
Infrastructure 32,706 32,706
Buildings and improvements 34.001 34,001
Total capital assets being depreciated 32,706 34.001 60,707
Less accumulated depreciation {3,270) 2.791) _(6.061)
Total capital assefs being depreciated, net 29.436 31,210 60,646
Governmental activities capital assets, net  $8,444.925 $31.210 $(7.546.57T) 29,558
NOTE 6 - LONG-TERM LIABILITIES:
A schedule of changes in long-term debt for the year ended June 30, 2007, is shown below:
Due in
Balance Balance Due Within More than
July |, 2006 Additicns Retirements June 30, 2007 One Year One Year
Bonds:
1998 Tax Alocation Refunding $ 5,895,000 $ $ 40,000 $ 5,855,000 $ 40,000 $ 5,815,000
2003 Tax Allocation Refunding 13,835,000 355,000 13,480,600 360,000 13,120,600
Unamortized deferred charges
for defeasance {39,781} (1,473) (38,308} (1,473} (36,835)
Obligations Payable:
Leprino Owner Participation
Agreement 3451055 433.874 3017.181 454439 2.562.742
Total Leng-term debt $23.141.274 3 $827.401 $22.313.873 £832.960 $21.460.907
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Tax Allocation Refunding Bonds Payable
1998 Tax Allocation Refunding Bonds

The Agency Issued $6,180,000 of its Tax Allocation Refunding Bonds on April 1, 1998 (the 1998
Bonds), to advance refund $5,015,000 of the Agency’s $8,500,000 isswance of 1995 Tax
Allocation Bonds (the 1995 Bonds), and to fund issuance costs and a reserve account. Beginning
August 1, 1998, interest on the 1998 Bonds is payable semi-annually on February 1, and August
1, of each year at interest rates varying from 3.60% to 5.28% per annum. Debt Service payments
of the 1998 Bonds are secured by a pledge of the property tax revenue increments collected on
properties within the redevelopment project area. The debt agreement requires a reserve account
to be held by the trustee.

Annual debt service requirements to maturity for the 1998 RDA Tax Allocation Refunding Bonds
are as follows:

1998 RDA Tax Allocation Refunding Bonds

Year Ending June 30, Principal Interest Total
2008 $ 40,000 $ 296,350 $ 336,350
2009 45,000 294,570 339,570
2010 45,000 292,230 337,230
2011 45,000 289,890 334,890
2012 260,000 287,550 547,550
2013-2017 1,515,000 1,220,650 2,735,650
2018-2022 1,955,000 790,250 2,745,250
2023-2026 1,950,000 249,500 2,199,500
Totals $5.855,000 $3,720.990 575.990

2003 RDA Tax Allocation Refunding Bonds

On May 15, 2003, the Agency issued $13,835,000 of its Tax Allocation Refunding Bonds, Series
2003 (the 2003 Bonds), bearing interest of 1.6% to 4.75%, payable semi-annually on August 1
and February 1, commencing August 1, 2003. Beginning August 1, 2006, principal comes due
annually in various sums through August 1, 2033, subject to optional redemption by the Agency,
in whole or in part, on August 1, 2013. The 2003 Bonds are payable from, and secured by,
incremental property tax revenues {Pledged Tax Revenues). The proceeds were used to legally
defease the remaining outstanding balance ($2,360,000) of the 1995 Bonds to fund a
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debt service payment reserve account, and to pay costs of issuance, with the balance of the 2003
Bond proceeds deposited into the Agency’s Housing and Redevelopment Funds for future
redevelopment activities. The refunding of the 1995 bonds resulted in an economic gain (the
difference between the present value of the debt service payments on the original and refunding
debt) of $298,825 which is being amortized in the government-wide financial statements on a
straight-line basis over the life of the 2003 Bonds, along with the costs of issuing the 2003 Bonds.

Annual debt service requirements to maturity for the 2003 Tax Allocation Refunding Bonds are

as follows:
1998 RDA Tax Allocation Refunding Bonds
Year Ending June 30, Principal Interest Total
2008 $ 360,000 $ 584,584 § 944,584
2009 370,000 576,271 946,271
2010 380,000 566,419 946,419
2011 400,000 554,799 954,799
2012 195,000 545,184 740,184
2013-2017 1,060,000 2,612,976 3,672,976
2018-2022 1,295,000 2,369,263 3,664,263
2023-2027 2,125,000 2,026,722 4,151,722
2028-2032 4,965,000 1,164,253 6,129,253
2033-2034 2,330,000 111,863 2,441,863

$13.480.000 $11,112,334 $24.592,334

Less: Unamortized deferred

charges for defeasance (38.308) (38.308)
Totals $13.441.692 $11,112.334 $24,554,026

Leprino Owner Participation Agreement Obligation

On March 7, 2000, The Agency entered into an owner participation agreement with Leprino
Foods Company (Leprino) whereby Leprino was to construct a dairy and related products
manufacturing and storage facility within the redevelopment project area. The City was to
reimburse Leprino $3 million for the cost of the infrastructure improvements which contributed to
the elimination of blight in the project area. Subsequently, due to an expansion of the project
scope requiring Leprino to increase its investment from $125 million to more than $250 million,
the Agency’s reimbursement obligation increased to $6 million, payable in 10 annual installments
of $600,000 each, subject to the Leprino facility having an assessed value in excess of $250
million and verification of actual infrastructure costs incurred by Leprino. During the current
fiscal year, a payment of $597,600 was made. This payment was adjusted from $600,000
because the facility assessed value was $249 million. Future payments are expected to equal
$600,000.
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Although the stated interest rate on this obligation is zero percent, the Agency has used the
effective interest rate on its 2003 Tax Allocation Refunding Bonds (4.75%) as an imputed interest
discount rate to value the obligation at its present value of $3,017,181 (taking into account the
increase in this fiscal years payment discussed above) for reporting purposes. Scheduled
payments on this obligation are summarized below:

Leprino Owner Participation Agreement Obligation

Year Ending June 30, Principal Interest Total
2008 $ 454,439 $145,561 $ 600,000
2009 475,980 124,020 600,000
2010 497,521 102,479 600,000
2011 519,062 80,938 600,000
2012 529,576 70,424 600,000
2013 540,603 39.397 600,000
Totals $3,017,181 $582.819 $3,600,000

NOTE 7 - CLASSIFICATION OF NET ASSETS:
In the government-wide financial statements, net assets are classified in the following categories:

Invested in capital assets — This category groups all capital assets, including infrastructure, into
one component of net assets. Accumulated depreciation and the outstanding balances of debt that
are attributable to the acquisition, construction or improvement of these assets reduce this
category.

Restricted net assets — This category presents external restrictions imposed by creditors,
grantors, contributors or laws or regulations of other governments and restrictions imposed by
law through constitutional provisions or enabling legislation.

Unrestricted net-assets — This category represents the remaining net assets of the Agency, which
are not restricted for any project or other purposes.

In the fund financial statements, reserves and designations segregate portions of fund balance that

are either not available or have been earmarked for specific purposes. The various reserves and

designations are established by actions of the Council and management and can be increased,
" reduced or eliminated by similar actions.
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NOTE 8 - PRIOR PERIOD ADJUSTMENTS:

The beginning fund balances/net assets of various funds and activities have been adjusted as
follows:

Government-wide Financial Statements

The beginning net asset balance for the governmental activities was adjusted to correct the June
30, 2006 capital asset balance for construction in progress and deferred revenue amounts.

Governmental
Activities

Net assets, beginning of the year, as previously reported $ (827,589)
Prior period adjustment | (6.872.909)
Net assets, beginning of the year, as restated $(7.700.498)
Fund Financial Statements
Governmental Funds

Deferred revenue amounts in the prior year fund financial statements relating to long-term notes
receivable are shown as a reservation of fund balance in the current year presentation.

Low and Moderate

RDA Capital Income
Projects Fund Housing Fund
Fund balances, beginning of the year,
as previously reported $4,103,936 $3,566,937
Prior period adjustment 937,212 82,054
Net assets, beginning of the year,
as restated $5,041,148 3.648 991
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LEMOORE REDEVELOPMENT AGENCY
(A Component Unit of the City of Lemoore)

SCHEDULE OF REVENUES. EXPENDITURES., AND CHANGES IN
FUND BALANCES - BUDGET (GAAP BASISY AND ACTUAL
LOW AND MODERATE INCOME HOUSING SPECIAL REVENUE FUND
FOR THE YEAR ENDED JUNE 39, 2007

Variance with

Budged Amounts Final Budget-
Actual Positive
Original Final Amounts {(Negative)
REVENUES:
Property taxes $ 1,229,740 $ 1,229,740 $1,392,473 $ 162,733
Use of money and property 730,000 730,000 139,306 (590,694)
Other revenue §0.000 80,000 52,843 (27.157)
Total revenues 2.039.740 2,039,740 1.584.622 (455,118)
EXPENDITURES:
Community development 2,712,500 2,712,500 960,858 1,751,642
Total expenditures 2,712,500 2,712,500 960.858 1,751,642
Excess (deficiency) of revenues
over (under) expenditures (672,760) (672,760) 623,764 1,296,524
OTHER FINANCING SOURCES (USES):
Operating transfers out (581.484) (581.484) (581.484)
Total other financing sources (uses) (581.484) (581,484 (581.484)
Net change in fund balances (1,254,244) (1,254,244) 42,280 1,296,524
Fund balances-as originally reported 3.566.937 3,566,937 3,566,937
Prior period adjustment 82.054 82.054 82.054
Fund balances-beginning-restated 3,648,991 3,648,991 3.648.991
Fund balances, ending $2.394,747 $2,394.747 $3.691.271 $1,296,524

See independent auditors’ report and notes to financial statements.
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February 7, 2008

Honorable Members of the
Lemoore Redevelopment Agency
City of Lemoore

Lemoore, California

REPORT ON INTERNAL CONTROL OVER FINANCIAT, REPORTING AND ON COMPLIANCE
AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS '

We have audited the component unit financial statements of the Lemoore Redevelopment Agency
(the Agency); a component unit of the City of Lemoore, California, as of and for the year ended June 30,
2007, and have issued our report thereon dated February 7, 2008. 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. '

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Lemoore Redevelopment Agency’s
internal control over financial reporting as a basis for designing our audit procedures for the purpose of
expressing our opinion on the financial statements, but not for the purpose of expressing an opinion on
the effectiveness of the agency’s internal control over financial reporting. Accordingly, we do not
express an opinion on the effectiveness of the Agency’s internal control over financial reporting.

A control deficiency exists when the design or operation of a control does not allow management
or employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the Agency’s ability to initiate, authorize, record, process, or
report financial data reliably in accordance with generally accepted accounting principles such that there
is more than inconsequential will not be prevented or detected by the Agency’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements will not
be prevented or detected by the agency’s internal control.,

QOur consideration of internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and would not necessarily identify all deficiencies in
internal control that might be significant deficiencies or material weaknesses. We did not identify any
deficiencies in internal control over financial reporting that we consider to be material weaknesses, as
defined above.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Agency’s financial statements are
free of material misstatement, we performed tests of its compliance with certain provisions of laws and
regulations contained in the Guidelines For compliance Audits of California Redevelopment Agencies
issued by the California State Controller’s Office, Division of Local Government Fiscal Affairs,
noncompliance with which could have a direct and material effect on the determination of financial
statement amounts. However, providing an opinion on compliance with those provisions was not an
objective of our audit and, accordingly, we do not express such an opinion. The results of our tests
disclosed no instances of noncompliance or other matters that are required to be reported under
Government Auditing Standards.

This report is intended for the information of the City Council, management of the Lemoore
Redevelopment Agency and the California State Controller’s Office. However, this report is a matter of
public record and its distribution is not limited.

W s Samposnr
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