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February 17, 2010

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, 2009, 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 Govermment 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 fo 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, 2009, 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 17, 2010, 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.

Sampoon, Sampoon ancd Partrie, e
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LEMOORE REDEVELOPMENT AGENCY
{A Component Unit of the City of Lemoore)
STATEMENT OF NET ASSETS
JUNE 360, 2009

ASSETS:
Cash and investments
Receivables:
Taxes
Interest
Notes
Advances to the City of Lemoore
Assets held for resale
Bond discounts
Capital assets:
Nondepreciable
Restricted assets:
Cash with fiscal agent
Total assets

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

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

See independent auditors’ report and notes to financial statements,
3

$13,115,172

1,019,166
53,430
1,517,037
4,472,512
1,442,615
209,032

1,555,944

1,298,055
24.682.963

27,759
530,454
171
1,625,914

921,048
19,650,352
22,755,698

1,555,944
4,212,648

(3.841.327)
$ 19277265
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LEMOORE REDEVELOPMENT AGENCY
{A Component Unit of the City of Lemoore)
STATEMENT OF ACTIVITIES

JUNE 30, 2009
EXPENSES:
Community development $ 5,047,875
Interest and fiscal charges 1,153,844
Total governmental expenses _6.201.719
Net governmental revenue (expense) (6,201,719)
GENERAL REVENUES:
Property taxes 8,766,783
Investment earnings 434,127
Other 18,521
Sale of property 158,422
Net transfers from the City of Lemoore 552,122
Total general revenues and transfers 9.929.975
Changes in net assets 3,728,256
Deficit, beginning of year, as previously reported (1,376,078)
Prior period adjustments (424,913)
Deficit, beginning of year-restated (1,800,991
Net assets, end of year $ 1,927,265

See independent auditors’ report and notes to financial statements.
4
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ASSETS:
Cash and investments
Cash with fiscal Agents-restricted
Receivables:
Taxes
Interest
Notes
Advances to the City of Lemoore
Agsets held for resale
Total assets

LIABILITIES AND FUND
BALANCES:
Liabilities:
Accounts payable
Due 1o the City of Lemoore
Advances from the City of Lemocore
Total liabilities

Fund balances:

Reserved for:
Low and moderate income housing
Debt service
Advaneces
Assets held for resale

Unreserved

Total fund balances

Total liabilities and fund balances

See independent auditors’ report and notes to financial statements.

LEMOORE REDEVELOPMENT AGENCY
(A Component Unit of the City of Lemoore)

BALANCE SHEET
GOVERNMENTAL FUNDS
JUNE 30, 2009
Low and Non-Major

Moderate Income Debt Capitat 1998 and Capital Facilities Totai
Housing Special Service Projects 2003 Note & Capital Governmental

Revenue Fund Fund Fund Project Fund Projects Funds
$2,832,354 $1,820,522 $3,258,600 $4,643,838 $559,858 $13,115,172
1,298,055 1,298,055
1,019,166 1,019,166
9,627 5,306 17,849 18,561 2,087 53,430
1,085,852 431,185 1,517,037
4,324,132 148,380 4472512
296,528 . 1,146,087 . . 1442615
$4.224 361 $3.123 883 $9.650.932 $5.956.866 $561.945 $22.917,987
§ 11,713 i 3 13,828 3 2218 $ $ 27,759
i71 171
I 1.625914 . 1625914
11,713 1.625.914 13.828 2.38% 1.653.844
3,916,120 3,916,120
1,497,969 1,497,969
4,324,132 4,324,132
296,528 1,146,087 1,442,615
4.712.972 4.808.390 561.945 10,083,307
4.212.648 1,497,969 9.037.104 5.954.477 361943 21,264,143
$4.224 361 $3.123.883 $9.050.932 33936866 £361.945 $22.917.987

5
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LEMOORE REDEVELOPMENT AGENCY
(A Component Unit of the City of Lermoore)
RECONCILIATION OF THE BALANCE SHEET
TO THE STATEMENT OF NET ASSETS
JUNE 30, 2009

Fund balances of governmental funds
Amounts reported for governmental activities in the statement of net assets are different because:

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

Long-term liabilities 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 staterments.
6

$21,264,143

1,555,944

(20,571,400)

(530,454)

209,032
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LEMOORE REDEVELOPMENT AGENCY
(A Component Unit of the City of Lemoore)
STATEMENT OF REVENUE, EXPENDITURES AND CHANGES IN FUND BALANCES
FOR THE YEAR ENDED JUNE 30, 2009

Low and Non-Major
Moderate Income Debt Capital 1998 and Capital Facilities Total
Housing Special Service Projects 2003 Note & Capita Covernmental
Revenue Fund Fund Fund Project Fund Projects Funds
REVENUES:
Property taxes $1,753,357 3 $7.013,426 3 $ $ 8,766,783
Use of mosiey and property 58,246 435,303 210,360 110,365 9,853 434,127
Other revenue 11.693 1.707 5.121 18,521
Total revenues 1,823.296 45303 7.225.493 i15.486 9.853 __9.21943]
EXPENDITURES:
Current:
Community development 862,756 4,000,764 182,882 5,046,402
Capital outlay 877,393 382,932 1,260,325
Debt service:
Principal 890,980 890,980
Interest 1,151,191 1.151.191
Total expendiures .1.740.149 2.042 171 4,000,764 565,814 8.348.898
Excess (deficiency) of revenues
over (under) expenditures 83.147 (1.996.868) 3.224.729 (450.328) 9.853 §70.533
OTHER FINANCING SOURCES {USES):
Sale of property 158,422 158,422
Transfers in 3,420,092 713,943 166,298 4,300,333
Transfers out {431,261) (1,233,982} (2,635,060) {4,300,333)
Trangfers from the City of Lemoore 552,122 552022
Total other financing sousces (uses} {272.839) 2738232 (1921147 166,298 130,544
Net change in fund balances {189.692) 741364 1,303,582 (450.328) 176,151 LhS81.077
Fund balances, July 1, 2008-
as previously reported 4,402,340 756,605 7,733,522 6,256,425 385,794 19,534,686
Prior period adjustment 148,380 e 148 380
Fund batances, july 1, 2008-restated 4,402,340 756.603 7.733.522 6.404.805 _385.794 19.683.066
Fund batances, June 30, 2009 $4.212,648 $ 1.497.969 $0.037,104 $5.954.477 $561.945 $2).264.143

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, 2009

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 and allocated over
their estimated useful lives and reported as depreciation expense.

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
tong-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 statement 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.
8

$1,581,077

1,260,325

880,736

6,118

$3.728.256
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LEMOORE REDEVELOPMENT AGENCY
(A Component Unit of the Ciiv of Lemoore)
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2009

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:
Al 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 arve
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 FINANCIAEL STATEMENTS
YEAR ENDED JUNE 30, 2009

{Comtinued)

‘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 Hability 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 tclude 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 financial 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 account 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, 2009
(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
vear-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 interest 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 Estimates

The preparation of financial statements in conformity with generally accepted accounting
principies 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 houging 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, 2009
(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 I* 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 purpose 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
vaiue,

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



B Sampson, Sampson and Partneys, LLP ¢ Certified Public Accountants

LEMOCORE REDEVELOPMENT AGENCY
(A Component Unit of the City of Lemoore)
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2009
(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, 2009, the net cumulative upspent low- and moderate-

income housing set aside funds have 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 assets 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, 2009 are classified in the accompanying financial statements

as follows:
Statement of Net Assets
Cash and investments $13,115,172
Restricted cash and investments 1.298.055
Total cash and investments $14.413 227

Cash and investments as of June 30, 2009 consisted of the following:

Deposits with financial institutions $ (636,801
Investments 15,050,028
$14,413.227

Investments Authorized by the California Government Code and the Lemoore
Redevelopment Agency’s Investment Policy.

The table below identifies the investment types that are authorized for the Lemoore
Redevelopment Agency’s by the California government Code (or the Lemoore Redevelopment
Agency’s investment policy, where more restrictive). The table also identifies certain provisions
of the California Government Code (or the Lemoore Redevelopment Agency’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 frustees that are
governed by the provisions of debt agreements of the Lemoore Redevelopment Agency rather
than the general provisions of the California Government Code or the Lemoore Redevelopment
Agency’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 39, 2009

(Continued)

Maximum Maximum
Percentage Investment
Maximum of Portfolio of One Issuer
Authorized Investment Type Maturity or Amournt or Amount
U.S. Treasury Obligations 5 years None None
7.8, Agency Securities 5 years None Norne
Bankers Acceptances 180 days 46% 30%
Commercial Paper 270 days 25% 16%
Negotiable Certificates of Deposits S years 30% Legal Limit
Repurchase Agreements | year None None
Medium-Term Notes S years 30% None
Mutual Accounts N/A 20% 0%
Money Market Accounts N/A 20% 10%
Local Agency Investment fund (LAIF) N/A None None

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
Lemoore Redevelopment Agency’s investment policy. The table below identifies the investment
types that are authorized for investments held by bond trustee. 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

14
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LEMOOQORE REDEVELOPMENT AGENCY
(A Component Unit of the City of Lemoore)
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUINE 30, 2009
(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 Lemoore
Redevelopment Agency 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 Agency’s investments to market interest
rate fluctuations is provided by the following table that shows the distribution of the Agency’s
investments by maturity.

Remaining Maturity (in months)

12 Months 131024 25 to 60
Investment Type Fair Value or Less Months Months
.S, government money
market funds $ 1,298,055 $ 1,298,055 $ $
State Investment Pool 13,751,973 13,751,973
Total 315,050,028 $15.050,028 L 3

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
U.S. government money
market funds $ 1,298,055 N/A $1,298,055 §
State investment pool 13,751,973 N/A 13,751,973
$15.050.028 $1,298.055  $13,751.973
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LEMOORE REDEVELOPMENT AGENCY
{A Component Unit of the City of Lemoore)
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2009
{Continued)

Concentration of Credit Risk

The Agency does not have a formal investment policy that has limits on the amount that can be
invested in any one issuer beyond that stipulated in California Government Code. The Agency’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
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 California
Government Code and the Agency’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 least 110% of the totai 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, 2009, no Lemoore Redevelopment Agency deposits with financial institutions in
excess of federal depository insurance limits were held in uncollateralized accounts. In addition,
as of June 30, 2009, no investments were held by the same broker dealer (counterparty) that was
used by the Agency 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 Agency 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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YEAR ENDED JUNE 30, 2009
(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,

2009.
Balance Balance
June 30, 2008 Additions Reductions June 30, 2009
Land $1.224.786 5217.829 I $1.442.615
Total assets held for sale $1,224,786 $217.809 s $1.442 615

NOTE 4 - INTERFUND TRANSACTIONS:
A. Advances

Advances to/from the City of Lemoore at June 30, 2009 were as follows:

Receivable Payable
Funds Funds
Major Funds:

City of Lemoore general fund $1,625,914 $

RDA debt service fund 1,625,914
RDA capital projects fund 4,472,512

City of Lemoore golf course 4,324,132
City of Lemoore disposal fund 148,380

$6,008.426  $6,008426

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.
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LEMOORE REDEVELOPMENT AGENCY
(A Component Unit of the City of Lemoore)
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2009
(Continued)

Transfers in and out between Agency funds consisted of the fotlowing as of June 30, 2009.

Transfers
In Qut

Major funds:

Low and moderate income housing

special revenue fund $ $ 431,261

Debt service fund 3,420,092 1,233,982

Capital projects fund 713,943 2,635,090
Nonmajor capital facilities fund 166,298
Total $4.300,333 $4,300,333
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LEMOORE REDEVELOPMENT AGENCY
(A Component Unit of the City of Lemoore)
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2009
(Continued)

NOTE 5 - CAPITAL ASSETS:

The following table presents summary information on capital assets.

Balance Balance
July i, 2008 Additions Reductions June 30, 2009
Governmental Activities:
Capital assets not being depreciated:
Land $868,912 $1,260,323 $573,293 $1,555,944
Construction in progress
Total capital assets not being depreciated 868,912 1,260,325 573.293 1,555,944
Capital assets being depreciated:
infrastructure
Buildings and improvements
Total capital assets being depreciated
Less accumulated depreciation
Totai capital assets being depreciated, net
Governmental activities capital assets, net §868.912 $1.260.325 $573,293 $1,555,544
NOTE 6 - LONG-TERM LIABILITIES:
A schedule of changes in long-term debt for the year ended June 30, 2009, is shown below:
Due in
Balance Balance Dae Within More than
July 1, 2008 Additions Retirements Fune 30, 20609 One Year One Year
Bonds:
1998 Tax Allocation Refunding $ 5,815,000 h § 45,0600 $ 5,770,000 3 45,000 $ 5,725,000
2003 Tax Allocation Refunding 13,120,000 370,000 12,750,000 380,000 12,370,000
Unamortized deferred charges
for defeasance (36,835) (1,473) (35,362) (1,473) (33,889}
Obligations Payable:
Leprino Owner Participation
Agreement 2,562,742 475.980 2,086,762 497,521 1.589.241
Total Leng-term debt $21.460.907 ] £889.507 $20,571.400 $921.048 £19,630,352
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NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2009
{Continued)

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 issuance 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
2010 $ 45,000 $ 292,230 $ 337,230
2011 45,000 289,890 334,890
2012 260,000 287,550 547,550
2013 275,000 274,030 549,030
2014 285,000 259,730 544,730
2015-2019 1,680,000 1,059,640 2,739,640
2020-2024 2,160,000 589,750 2,749,750
2025-2026 1,029,000 77.250 1,097,250
Totals $5,770.000 $3,130,070 $8.900,070

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 fo 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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LEMOORE REDEVELOPMENT AGENCY
(A Component Unit of the City of Lemoore)
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30. 2009
(Continued)

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:
2003 RDA Tax Allocation Refunding Bonds
Year Ending June 30, Principal Interest Total
2010 § 380,000 ¥ 566,419 $ 946,419
2011 400,000 554,799 954,799
2012 195,000 545,184 740,184
2013 195,000 538,359 733,359
2014 200,000 531,148 731,148
2015-2019 1,150,000 2,524,956 3,674,956
2020-2024 1,410,000 2,247,813 3,657,813
2025-2029 3,375,000 1,772,219 5,147,219
2030-2034 5,445,000 670,582 6.115.582
$12,750,000 $9.951.479 $22.701.479
Less: Unamortized deferred
charges for defeasance (35.362) (35.362)
Totals $12.714.638 $9.951.479 $22,666,117

Leprine 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 Leprine $3 million for the cost of the infrastructure improvements which contributed to
the elimination of blight in the project area. Subsequently, due to an expension 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 $757,500 was made. This payment was adjusted from $600,000
because the facility assessed value was $293 million. Future payments are expected to equal
$600,000.
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LEMOORE REDEVELOPMENT AGENCY
(A Component Unit of the City of Lemoore)
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2009
(Continued)

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
2010 $ 497,521 $102,479 $ 600,000
2011 519,062 80,938 600,000
2012 529,576 70,424 600,000
2013 540,603 59,397 600,000
Totals $2.086.762 $313,238 $2,400,000

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.

22



B Sampson, Sampson and Partners, LLP ¢ Certified Public Accountants

LEMOORE REDEVELOPMENT AGENCY
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YEAR ENDED JUNE 30, 2009
(Continued)

NOTE 8- PRIOR PERIOD ADJUSTMENTS:

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

Statement of  Fund Financial
Activities Statements

Net assets {deficit), beginning of the year as previously stated $(1,376,078)  §$19,534,686

Prior period adjustments:
Advances from the RDA to the disposal fund

were expensed in the prior year 148,380 148,380
The capttal assets were adjusted to correct
amounts that were overstated in 2003/2004 (573.293)
Net assets, beginning-restated $(1.800.991y  $19.683.066
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REVENUES:

Property taxes
Use of money and property
Other revenue

Total revenues

EXPENDITURES:
Community development
Capital outlay

Total expenditures

Revenues over (under) expenditures
OTHER FINANCING SOURCES (USES):
Sale of property
Transfers out
Total other financing sources (uses)
Net change in fund balances

Fund balance-fuly 1, 2008

Fund balance June 30, 2009

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 30, 2009

Variance with

Budged Amounts Final Budget-
Actual Positive
Original Final Amounts (Negative)
$ 1,531,019 $ 1,531,019 $1,753,357 $ 222,338
120,000 120,000 58,246 (61,754)
39,109 39,109 11,693 (27,416)
1,690,128 1,690,128 1.823.296 133.168
1,225,000 1,225,000 862,756 362,244
2.470,000 2,470,000 877,393 1,592,607
3.695.000 3.695.060 1,740,149 1.954.851
(2,004,872) (2,004,872) 83,147 2,088,019
475,000 475,000 158,422 {316,578)
(431.261) (431.261) (431.261)
43,739 43,739 (272.839) (316,578
(1.961,133) (1.961,133) (189,692) 1771441
$4.402.340 $.4,402.340 4,402,340 s
212,648
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Sampson, Sampson and Partners, LLP 3148 Willow Ave., Suite 102
Certified Public Accountants Clovis, California 93612-4739

{559) 291-0277 « FAX (559} 291-6411
February 17, 2010

Honorable Members of the
Lemoore Redevelopment Agency
City of Lemoore

Lemoore, California

REPORT ON INTERNAL CONTROL OVER FINANCIAL 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,
2009, and have issued our report thereon dated February 17, 2010, We conducted our audit in accordance
with auditing standards generaily 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.

Our 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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Lemoore Redevelopment Agency
February 17,2010
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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,
noncompiiance 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 resuits 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 Agency Board, 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.
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