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INDEPENDENT AUDITOR’S REPORT

To the Honorable Mayor and City Council
City of Angels, California

We have audited the accompanying financial statements of the governmental activities, the business-type activities,
each major fund, and the aggregate remaining fund information of the City of Angels, California, (the City) as of and
for the year ended June 30, 2008, which collectively comprise the City’s basic financial statements as listed in the
table of contents. . These financial statements are the responsibility of the City’s management. Our responsibility is 1o
express an opinion 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 Stondards, issued by the Comptroller

- General of the Unifed States. Those standards require that we plan and perform the audit to obtain reasonable
assurance sbout whether the financial staternents are free of material misstaterent, An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluamw the
overall financial statement prf:scnta{ion 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, the business-iype activities, each major fund, and the aggregate
remaining fund information of the City of Angels, California, as of June 30, 2008, and the respective changes in the
financial position and cash flows, where applicable, thereof for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated November 17, 2008 on our
consideration of the City of Angels’s internal control over financial reporting and on our tests of its compliance with
certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that report
is to describe the scope of our testing of internal control over financial reporting and compliance and the results of
that testing, and not to provide an opinion on the internal control over financial reporting or on compliance. That
report is an integral part of an audit performed in accordance with Government Auditing Standards and should be
considerad in assessing the results of our audit.

The City has not presented the Management Discussion and Analysis that accounting principles generally accepted in
the United States have determined is necessary to supplement, although not required to be part of, the financial
statements. The Budgetary Comparison Information on page 30 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. We have applied certain limited procedures, which consisted principally of inquiries of
management regarding the methods of measurement and presentation of the reqmreé suppiememary mformaﬂon
- However, we did not audit the information dnd express ng opinion en it~ '

Qur audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the City’s basic financial statements. The supplemental information listed in the table of contents is presented for
purposes of additional analysis and is not a required part of the basic financial statements. This information has been
subjecied fo the auditing procedures applied in the audit of the basic financial statements and, in our opinion, is fairly
stated in all material respects in relation to the basic financial statements taken as a whole.

Novem n 17, 2008
501 “N” STREET, SUITE 104 FIREBAUGH, CALIFORNIA $3622 PHONE 539658 5045 FAX 550.650.0615




CITY OF ANGFELS
STATEMENT OF NET ASSETS

JUNE 39, 2008
Governmental Business-Type
Activities Acfivities Total
ASSETS
Cash and investments - unrestricted £ 4310294 6,858,244 § 11,168,538
Cash and investments - restricted - 298,997 298,997
Accownts receivable, net 362,936 566,406 529342
Taxes receivable 92,986 - 92,080
Notes receivable 712,104 - 712,104
Deferred charges - Bond issuance costs, net - 75,928 79,928
Capital assets, net of allowance
for depreciation 1,641,172 17,279,169 18,920,341
Total assets 7,119,492 25,082,744 32,202,236
LIABILITIES
Accounts payable and accrued expense 173,975 79,194 253,169
Acerued payroll 34422 22,843 57,265
Accrued interest 6,486 87,102 93,588
Deposits payable 46,655 13,250 39,905
Compensated absences 82,417 57.240 - 139,657
Long-term liabilities
Due within one year 48,498 352,740 401,238
Due in more than one year 383,443 7,496,999 7,880,442
Total liabilities 775,896 8,109,368 8,885,264
NET ASSETS
Invested in capital assets, net of
related debt 1,209,231 9,429,430 10,638,661
Restricted for notes receivable 712,104 - 712,104
Restricted for debt service - 298,997 268,997
Unrestricted:
Designated for specific projects and programs 1,661,626 - 1,661,626
Undesignated 2,760,635 7,244,949 10,005,584
Total net assets/(deficit) $ 6,343,596 16,973,376 % 23,316,972

See accompanying noles.



CITY OF ANGELS

BALANCE SHEET - GOVERNMENTAL FUNDS

JUNE 36, 2008
Other Total
General Governmental Governmental
Fund Funds Funds
ASSETS

Cash and investments
Accounts receivable, net
Taxes receivable
Due from other funds
Notes receivable

. Total assets

LIABILITIES AND FUND BALANCE
Liabilities

Accounts payable and accrued expense

Accrued payroll

Compensated absences

Due to other funds

Deposits payable

Total liabilities

Fund Balance
Reserved for notes receivable
Unreserved:
Designated for specific projects and programs
Undesiganted
Total fumd balance
Total Habilities and fund balance

$ 2,767,535

§ 1,542,759

$ 4,310,294

186,777 176,159 362,936

- 92,986 92,986

53,530 . 53,530
e 712,104 712,104

$ 3007842 $ 2524008 $ 5531,850
$ 90,066 % 83,909 § 173,975
29,808 4,614 34,422
74,192 8,225 82,417

- 53,530 53,530

46,655 - 46,655
240,721 150,278 390,999

- 712,104 712,104

. 1,661,626 1,661,626

2,767,121 - 2,767,121
2,767,121 2.373.730 5,140,851

3 3007842

5 2,524,008

$ 5,531,850

See accompanying notes.
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CITY OF ANGELS

RECONCILIATION OF TOTAL GOVERNMENTAL FUND BALANCE TO NET ASSETS
OF GOVERNMENTAL ACTIVITIES
'JUNE 30, 2008

Total governmental fund balance § 5,140,851
- Amounts reported for governmental activities in the Statement
of Net Assets are different because:

Capital assets used in governmental activities are not financial
resources and therefore are not reported in the funds 1,641,172

Governmental fong-term liabilities are not due and payable in the current
period and, therefore, are not reported in the funds (431,941)

Interest on long-term debt is reported as an expenditure of the Governmental
Funds when paid because if requires the use of current financial
resources. However, accrued interest must be recorded when incurred {6,486}

Net assets of governmental activities $ 6,343,596

Se¢ accompanying notes.



CITY OF ANGELS

STATEMENT OF REVENUE, EXPENDITURES AND CHANGES IN FUND BALANCE —

GOVERNMENTAL FUNDS
YEAR ENDED JUNE 30,2008

Revenue
“Taxes
Licenses, permits and impact fees
Intergovernmental
Charges for services
Fines and forfeitures
Rental
interest
Other _
Total revenue

Expenditures
Current
General govermment
Public works
- Community development
Public safety
Parks and recreation
Captial outlay
Debt Service
Principal
Interest and fiscal charges
Total expenditures

Revenue over/(under) expenditures

Other Financing Sources/(Uses)
Transfers in/(out) - net

L hange in Fund Balance ..

Fund Balance
Beginning of year
Prior period adjustment
End of year

See accompanying notes.

Other Total
General Governmental Governmental
Fund Funds Funds
$ 2TERT8 % 494,733 % 2,766,711
73,352 13,632 £6,984
28,011 1,156,375 1,184,386
72,379 20,841 93220
23,724 - 23,724
3,080 “ 3,080
173,963 22,979 146,942
9014 - 9.014
2,605,501 1,708,560 4,314,061
336,270 - 336,270
108,649 877,511 GR6, 180
444,292 328,734 773,026
1,457,047 264,935 1,721,982
216,754 - 210,754
32,585 - 32,585
45,324 5,816 51,342
28,917 - - 28917
2,664,040 1,476,996 4,141,036
(58,539 231,564 173,025
743 (743 -
743 {743) -
(57,796) 230,821 - 173,025
2,875,557 2,142,509 5,018,466
(50,640 - (50,640)
8 2,767,121 % 2,373,730 § 5,140,851




CITY OF ANGELS

RECONCILIATION OF STATEMENT OF REVENUE, EXPENDITURES, AND CHANGES IN
FUND BALANCE OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITES AND
CHANGES IN NET ASSETS

YEAR ENDED JUNE 30, 2608

Net change in fund balance - total governmental funds $ 173,025

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

Repayment of long-term debt is an expenditure in governmental funds,
but the repayment reduces long-term liabilities in the Statement of
Net Assets 51,342

Governmental funds report capital outlays as expenditures. However, in the
Statement of Activities and Changes in Net Assets the cost of those
assets are capitalized as an asset and depreciated over the period
of service 32,585

Depreciation expense on capital assets is reported in the Statement of
- Activities, but they do not require the use of current financial
resources. Therefore, depreciation expense is not required as
expenditures in Governmental Funds {115,849

In the Statement of Activities interest is acerued on long-term debt,
whereas, in governmental funds interest expenditure is reported

when due 743
Change in net assets of governmental activities $ 141,846

See accompanying noles. 7




CITY OF ANGELS

STATEMENT OF NET ASSETS — PROPRIETARY FUNDS

JUNE 30, 2008
Business-Type Activities - Enterprise Funds
Total
Proprietary
Water Sewer Funds
ASSETS
Current assets
Cash and investients - unrestricted 5,773,570 § 1,082,674 $ 6,858,244
Cash and investments - restricted for bonds - 298,997 298,997
Accounts receivable, net 309,293 257,113 566,406
Total current assets 6,084,863 1,638,784 7,723,647
Non-current assets
Deferred issuance costs . 79,928 79,928
Property, plant and equipment,
net of allowance for depreciation 2,163,632 15,115,537 17,279,169
Total assets 8,248,495 16,834,249 25,082,744
LIABILITIES
Current linbilities
Accounts payable and accrued expenses 44,349 38,845 79,194
Accrued payroll 10,483 12,360 22,843
Accrued inlerest - 87,102 87,102
Deposits payable 13,250 - 13,250
Current portion of long-term debt 78,604 274,136 352,740
Total current Habilities 142,686 412,443 555,129
Non-current liabilities
Long-term debt 1,057,276 6,439,723 7,496,999
Compensated absences 29,152 28,088 57,240
Total noncurrent Habilities 1,086,428 6,467,811 7,554,230
Total liabilities 1,229,114 6,880,254 2,109,368
NET ASSETS
- Invested in capital assets, net of related debt 1,027,752 8,401,678 9429430 -
Restricted for debt service ' - . 298997 298,997
Unrestricted/{deficit) 5,991,629 1,253,320 7,244,949
Total net assets/{deficit) 7019381 § 9,953,995 § 16,973,376 .

See accompanying notes.



CITY OF ANGELS

| STATEMENT OF REVENUE, EXPENSE, AND CHANGES IN FUND NET ASSETS —

PROPRIETARY FUNDS
YEAR ENDED JUNE 30, 2008

Operating Revenne
Charges for services
Connection fees
Total operating revenue

Operating Expense
Coniractual services and utilities
Personnel
Supplies and materials
Depreciation and amortization
Total operating expense

Operating income/(10ss)

Nonoperating Revenue/(Expense)
Grant revenue
Interest income
Interest expense
Total nonoperating revenue/(expense)

Net income/(loss) before transfers
Operating Transfers In/(Out)
Change in Net Assets

Net Assets
Beginning of year
End of vear

Business-Type Activities ~ Enterprise Funds

Fotal
Proprictary
Water Sewer Funds
5 1,756,019 § 2206441 % 3,962,460
96,560 ' 49 6060 106,160
1,852,579 2216041 4,068,620
360,039 456,038 816,077
646,853 715,078 1,361,931
423,185 260,559 683,744
118,787 458,046 576,833
1,548,864 1,889,721 3,438,545
303,715 326,320 630,035
35,000 - 35,000
234,565 47 623 282,188
- {286,438) (286,438)
269,563 (238,815) 30,750
573,280 87,505 660,785
573,280 87.505 660,785
6,446,101 0 866,490 16,312,591
$ 7,010381 % 9,953.9685 § 16,973,376

See accompanying nofes.



CITY OF ANGELS
STATEMENT OF CASH FLOW - PROPRIETARY FUNDS
YEAR ENDED JUNE 38, 2008
Business-Type Activities - Enterprise Funds
Water Sewer Total
Operating Activities
Receipts from customers and users : g 2,021,152 % 2,232,850 § 4,254 002
Payments for contractual services and utilities (576,988) {514,562) {1,091,550)
Payments to employees {642,710} {709,697) (1,352,407
Payment to suppliers (423,185) (260,559) (683,744)
Net cash provided by (used in}
operating activities 378,269 748032 1126301
Capital and Related Financing Activities
Grant revenue received : 35,000 - 35,000
Purchase of property, plant and equipment : - {35,863) {18,980 (54,845
Principal paid on long-term debt : {78,604 (259,136 {337,740)
Interest paid on long-term debt - (288,992} {288,992
Net cash used in
- capital and related financing activities (79,467) (567,110) {646,577)
investing Activities
Interest received 234,565 47,623 282,188
Net cash provided by
investing activities 234,565 47,623 282,188
Net Increase {Decrease) in Cash 533,367 228,545 761,912
Cash
Beginning of year 5242203 1,153,126 6,395,329
End of year $ 5,775,570 § 1,381,671 § 7,157,241

Cash Flows from Operating Activities
Operating income (loss) 3 303,715 § 326,320 § 630,035
Adjustments to reconcile operating income (loss)
to net cash provided (used) by operating activities:

Depreciation 118,787 458,046 576,833
o (Increase) Decrease in Accounts Recelvable -~ 168,573 16,809 185382
Increase (Decrease) in Accounts Payable
and Accrued Liabilities (212,806) (53,143) (265,949}
Net Cash Provided by Operating Activities $ 378269 & 748,032 § 1,126,301

See accompanying notes. 10



CITY OF ANGELS

STATEMENT OF FIDUCIARY NET ASSETS - AGENCY FUNDS
YEAR ENDED JUNE 30, 2008

Greenhorn
Creek
Assessment
Bistrict
ASSETS
Cash and investments hY 791,720
Restricted cash and investments with fiscal agents 473,765
Accounts receivable . -
Total assets 1,265 485
LIABILITIES
Accounis payable ~
Due to bondholders 1,265,485
Total Labilities 1,265,485
NET ASSETS S
See accompanying notes. 11



CITY OF ANGELS

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2008

Note 1 — Summary of Significant Accounting Policies

The financial statements of the City of Angels (City) have been prepared in conformity with Accounting
Principles Generally Accepted in the United States of America (GAAP) as applicable to governmental
entities. The Governmental Accounting Standards Board (GASB) is the accepted standard setting body
for establishing governmental accounting and financial reporting principles.

These financial statements present the government and its component units, entities for which the City is
considered to be financially accountable, Blended component units, although legally separate entities are,
in substance, part of the government’s operations and data from these units are combined with data of the
primary goverament. Each blended component unit has a June 30 fiscal year end. There are no discretely
presented component units included in these financial statements. The following sections further describe
the significant accounting policies of the City.

Reporting Entity

- The City was incorporated as a general law city in 1912. The City operates under a Council-Manager form
of government, The City's major operations include public safety; highways and streets; water and sewer;
patks and recreation; building inspection; public improvements; planning and zoning, and general
administrative services.

Included i1 this report is the City of Angels Redevelopment Agency (Agency). The Agency was
established to administer the City's redevelopment activities and projects. Members of the City Council
automatically sit as the Agency’s Board, the City Manager is appointed as Executive Director with the
City staff’ providing all support services. Currently the Agency/City legislative meetings are held
concurrently. The annual financial statements for the Agency for the fiscal year ended June 30, 2008 can
be obtained through the City’s Finance Department.

Basis of Presentation — Fund Accounting

Government-Wide Financial Statements - The Government-Wide Financial Statements {the Statement

of Net Assets and the Statement of Activities and Changes in Net Assets) report information of all of the

nonfiduciary activities of the primary government and its component units, Eliminations have been made

to minimize the double counting of internal activities. These statements distinguish between the

governmental and business-type activities of the City. Governmental activities, which normally are

supported by taxes and inter-governmental revenues, are reported separately from business-type activities,
_which rely significantly on fees charged to external parties.

The Statement of Activities and Changes in Net Assets presents a comparison between direct expenses and
program revenues for each segment of the business-type activities of the City and for each function of the
City’s govermmental activities. Direct expenses are those that are specifically associated with a program or
function and are clearly identifiable to a particular function. Program revenues include 1) charges paid by
the recipients of goods or services offered by the programs and 2) grants and contributions that are
restricted to meeting the operational or capital requirements of a particular program. Revenues that are not
classified as program revenues, including all taxes, are presented as general revenues.

12




CITY OF ANGELS

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2008

Note 1 — Summary of Significant Accounting Policies (Continued)

Net assets are restricted when constraints placed on them are either externatly imposed or are imposed by
. constitutiona! provisions or enabling legisiation. Internally imposed designations of resources are not
presented as restricted net assets. When both restricted and unrestricted resources are available for use,
generally, it is the City’s policy to use restricted resources first, then unrestricted resources as they are

needed.

Governmental Fund Financial Statements - The Governmental Fund Finaneial Statements provide
information about the City’s funds, including fiduciary funds and the blended component unit. Separate
statements for each fund category - governmental, proprietary and fiduciary - are presented. The emphasis
of fund financial statements is on major governmental and enterprise funds, each displayed in a separate
column. All remaining governmental funds are separately aggregated and reported as non-major funds.

Proprictary fund operating revenues, such as charges for services, result from exchange transactions
associated with the principal activity of the fund. FExchange transactions are those in which each party
receives and gives up essentially equal values. Non-operating revenues, such as subsidies and investment
earnings, result from non-exchange transactions or ancillary activities.

The City reports the following major governmental fund:
General Fund — The General Fund is the general operating fund of the City. It is used for all financial
resources except those required fegally, or by sound financial management, to be accounted for in another

fund. Generally, the General Fund is used to account for those traditional governmental services of the
City, such as police and fire protection, planning and general administrative services.

The City reports the following additional fund types:

Agency Fund - The Agency Fund accounts for assets held by the City as an agent for Greenhorn Creek
Assessment District.

13



CITY OF ANGELS

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2008

Note 1 — Summary of Significant Accounting Policies (Continued)

Basis of Accounting

The Government-Wide and Proprietary Fund Financial Statements are reported using the economic
resources measurement focus and the accrual basis of accounting. Revenues are recorded when earned
and expenses are recorded at the time liabilities are incurred, regardless of when the related cash flows
take place. Nonexchange transactions, in which the City gives (or receives) value without directly
receiving (or giving) equal value in exchange, include property and sales taxes, grants, entitlements and
-donations. Ou an accrual basis, revenue from property taxes is recognized in the fiscal year for which the
taxes are levied. Revenues from sales tax are recognized when the underlying transactions take place.
Revenues from grants, entitlements and donations are recognized in the fiscal year in which all eligible
requirements have been satisfied,

Governmental Funds are reported using the cuarrent financial resources measurement focus and the
modified acerual basis of accounting. Under this method, revenues are recognized when measurable and
available. Property and sales taxes, interest, certain state and federal grants and charges for services are
accrued when their receipt occurs within sixty days after the end of the accounting period so as to be both
measurable and available. Expenditures are generally recorded when a lability is incurred, as under
accrual accounting. However, debt service expenditures, as well as expenditures related to compensated
absences, claims and judgments are recorded only when payment is due. General capital asset acquisitions
are reported as expenditures in governmental funds. Proceeds of general fong-term debt and capital leases
are reported as other financing sources.

For its government-wide activities and Enterprise Funds, the City has elected under GASB Statement No.

.20, Accounting and Financial Reporting for Proprietary Funds and Other Governmental Entities That Use
Proprietary Fund Accounting, to apply all applicable GASB pronouncements as well as any applicable
pronouncements of the Financial Accounting Standards Board, the Accounting Principles or any
Accounting Research Bulletins issued on or before November 30, 1989 unless those pronouncements
conflict with or contradict GASB pronouncements. The GASB periodically updates its codification of the
existing Governmental Accounting and Financial Reporting Standards which, along with subsequent
GASD pronouncements (Statements and Interpretations), constitutes GAAP for governmental units.

Proprietary Funds distinguish operating revenues and expenses from non-operating items. Operating
revenues and expenses generally result from providing services and producing and delivering goods in
connection with a Proprietary Fund’s principal ongoing operations. Revenues and expenses not meeting
this definition are reported as non-operating. "

Financial Sfatement Amounts

Cash and Cash Equivalents - Cash and cash equivalents represent the City's cash bank accounts including,
but not limited to, certificates of deposit, money market funds and cash management pools for reporting
purposes in the Statement of Cash Flows. Additionally, mvestments with maturities of three months or
less when purchased are included as cash equivalents in the Statement of Cash Flows.

The City maintains a cash and investment pool that is available for use by all funds. Interest earnings as a
result of this pooling are distributed to the appropriate funds based on month end cash balances in each
fund.

14




CITY OF ANGELS

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2008

Note 1 — Summary of Significant Accounting Policies (Continued)

Investments of the pool include only those investments authorized by the California Government Code
such as, United States Treasury securities, agencies guaranteed by the United States Government,
registered state warrants, and other investmients. Investments primarily consist of deposits in the State of
California Local Agency Investment Fund. Investments are stated at cost or amortized cost.

Accounts Receivable — Billed, but unpaid, services provided to individuals or non-govermmental entities
are recorded as accounts receivable. The Proprietary Funds include a year end accrual for services through
the end of the fiscal year which have not yet been billed. Aeccounts receivable are reported without an
allowance for uncollectibles as management considers all accounts to be coliectible.

Calaveras County is responsible for the assessment, collection and apportionment of property taxes for all

- laxing jurisdictions. Property taxes are levied in equal installments on November 1 and February 1. They
become delinquent on December 10 and April 10, respectively. The lien date is January 1 of each year.
Property taxes are accounted for in the General Fund. Property tax revenues are recognized when they
become measurable and available to finance current liabilities. The City considers property taxes as
avatlable if they are collected within 60 days after year end. Property tax on the unsecured roli are due on
the January 1 lien date and become delinguent if unpaid on August 31. However, unsecured property
taxes are not susceptible to vear end accrual.

The City is permiited by Article XIIIA of the State of California Constitution (known as Proposition 13) to
levy a maximum tax of $1.00 per $100 of full cash value.

Interfund Receivables/Payables - ltems classified as interfund receivable/payable represent short-term
lending/borrowing transactions between funds. This classification also includes the current portion of an
advance to or from another fund.

Advances To/From Other Funds - This classification represents non-current portions of any long-term
lending/borrowing transactions between funds. This amount will be equally offset by a reserve of fund
balance which indicates that it does not represent available financial resources and therefore, is not
available for appropriation. The current portion of any interfund long-term loan (advance) is included as
an interfund receivable/payable.

Capital Assets - Capital outlays are recorded as expenditures of the General, Special Revenue, and Capital
Projects Funds and as assets in the Government-Wide Financial Statements to the extent the City’s
capitalization threshold is met.

Capital assets, which include property, plant, equipment, and infrastructure assets (e.g., roads, bridges,
sidewalks, and similar items), are reported in the applicable governmental or business-type activities
colupin in the Government-Wide Financial Statements. Capital assets are defined by the government as
assets with an initial individual cost of more than $5,000 and an estimated useful life in excess of one year.
Such assets are recorded at historical cost or estimated historical cost if purchased or constructed. Donated
capital assets are recorded at estimated fair market value at the date of donation.
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CITY OF ANGELS

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2008

Note 1 — Summary of Significant Accounting Policies (Continued)

The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend
assets tives are not capitalized. Betterments and major improvements which significantly increase values,
change capacities or extend useful lives are capitalized. Upon sale or retirement of fixed assets, the cost
and related accumulated depreciation are removed from the respective accounts and any resulting gain or
loss is included in the results of operations,

Major outlays for capital assets and improvements are capitalized as projects are constructed. Interest
incurred during the construction phase of capital assets of business-type activities are included as part of
the capitalized value of the asseis constructed.

- Property, plant, and equipment of the primary government are depreciated using the straight line method
over the following estimated useful lives:

Years
Buildings and improvements 20 - 40
Plant system 20 - 60
Machinery and equipment 5-10
Infrastructure 40

Compensated Absences - Tt is the City's policy to permit all employees to accumulate earned but unused
vacation, sick pay and compensatory time benefits. Those employees on shift work schedules may also
accumulate hours for holiday time benefits.

Vested or accumulated vacation, holiday and sick leave along with any compensation time that is expected
to be paid with expendable available financial resources is reported as an expenditure in the fund financial
statements of the Governmental Fund that will pay for it. Amounts not expected to be liquidated with
expendable available financial resources are reported in the Government-Wide Financial Statements.

Vested leave of Proprietary Funds are recorded as an expense and liability as the benefits accrue.

Long-Term Obligations - In the Government-Wide Financial Statements and in the Proprietary Fund types
in the fund financial statements, long-term debt and other long-term obligations are reported as liabilities
in the applicable governmental activities, business-type activities, or Proprietary Fund Type Statement of
Net Asséts. Debt principal payments of both government and busingss-fype activities are reported as
decreases in the balance of the liability on the Statement of Net Assets. Bond premiums and discounts, as
well as issuance costs, are deferred and amortized over the life of the bonds using the effective interest
method. Bonds payable are reported net of the applicable bond premium or discount. Bond issuance costs
are reported as deferred charges and amortized over the term of the related debt.
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CITY OF ANGELS

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2008

Note 1 — Summary of Significant Accounting Policies (Continued)

In the fund financial statements, however, debt principal payments of Governmental Funds are recognized

-as expenditures when paid. Governmental Fund types recognize bond premimms and discounts, as well as
bond issuance costs, during the current period. 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 on debt issuances are reported as other financing uses. Issuance costs, whether or not withheld
from the actual debt proceeds received, are reported as debt service expenditures.

Non-Current Governmental Assets/Liabilities - GASB Statement No. 34 eliminates the presentation of
account groups, but provides for these records to be maintained and incorporates the information into the
Governmental Activities column in the Government-Wide Statement of Net Assets.

Net Assets/Fund Equity - The government-wide and business-fype activities financial statements utilize a
net assets presentation. Net assets are categorized as invested capital assets {(net of related debt), restricted
and unrestricted.

s Invested In Capital Assets, Net of Related Debt - This category groups all capital assets, including
infrastructure, info one component of net assets. Accumulsted depreciation and the outstanding
balances of debt that are attributable to the acquisition, construction or improvement of these assets
reduce the balance in this category.

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

s Unrestricted Net Assets - This category represents net assets of the City not restricted for any
‘project or other purpose.

Use of Estimates - The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets
and liabilities at the date of the financial statements and the reported amounts of revenues and
expenditures/expenses during the reporting period. Actual results could differ from those estimates.
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CITY OF ANGELS

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2008

Note 2 — Stewardship, Compliance and Accountability

California law authorizes the City to invest in obligations of the United States Treasury, agencies and
instrumentalities, certificates of deposit or time deposits in banks and savings and loan associations which
are insured by the Federal Deposit Insurance Corporation.

In accordance with applicable sections of the California Government Code and the City of Angels
Municipal Code, the City prepares and legally adopts an annual balanced budget on a basis consistent with
accounting principles generally accepted in the United States of America. Annual appropriated budgets
are adopted for the General Fund, specific Special Revenue Funds, and specific Capital Projects Funds.
Budget plans are adopted for Proprietary Funds. A proposed budget is presented to the City Council
during May of each year for review. The Council holds public hearings and may add to, subtract from, or
change appropriations within the revenues and reserves estimated as available. Expenditures may not
tegally exceed budgeted appropriations at the fund level. Supplementary appropriations which alter the
total expenditures of any fund, or expenditures in excess of total budgeted fund appr{)pnau{ms must be
approved by the City Council.

All annual appropriations lapse at fiscal year end to the extent they have not been expended or
encumbered.

Note 3 — Cash and Investments

The City pools all of its cash and investments except those funds required to be held by outside fiscal
agents under the provisions of bond indentures. Interest income earned on pooled cash is aliocated to
the various funds on average cash balances. Interest income from cash investments held with fiscal
agents is credited directly to the related funds.

Cash and investments as of June 30, 2008 are classified in the accompanying f{inancial statements as
follows:

Siatement of Net Assets:

Cash and Investments $ 11,168,538

Cash and Investments with fiscal agent 298,997
Fiduciary Funds:

Cash and Investments : 791,720

Restricted Cash and Investments with fiscal agent 473,765
Total Cash and Investments o S 233,020

Cash and investments as of June 30, 2008 consist of the following:

Cash on hand $ 625
Deposits with Financial Institutions 2,915,689
Local Agency Investment Fund 9,043,944
Held by Fiscal Agent:

Mutual Fund ' 772,762
Total Cash and Investments $ 12,733,020
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CITY OF ANGELS

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2008

Note 3 -- Cash and Investments (Continued)
Investments Authorized by the California Government Code and the City’s Investment Policy

The table below identifies the investment types that are avthorized for the City by the California
Gevernment Code (or the City’s investment poliey, where more restrictive). The {able also identifies
cerfain provisions of the California Government Code (or the City’s investment policy, where more
restrictive} that address interest rate risk, credit risk, and concentration of credit risk. The City’s
investment policy does not contain any specific provisions intended to limit the City's exposure to interest
rate visk, credit risk, and concentration of credit risk. This table does not address investments of debt
proceeds held by bond trustee that are governed by the provisions of debt agreements of the City, rather
than the general provisions of the California Government Code or the City’s investment policy.

Maximum Maximum
Maximum Percentage Investment
Authorized Investment Type Maturity of Portfolio In One Issuer

Local Agency Bonds 3 years None None
U.S, Treasury Obligations 5 years None None
U.5. Agency Securities 5 years None None
Banker's Acceptances 180 days 4% 30%
Commercial Paper _ 270 days 15% 10%
Megotiable Certificates of Deposit 5 years 30% None
Medium-Term Notes . 5 vears 30% None
Mutual Funds N/A 20% 10%
Money Market Mutual Funds N/A 20% 10%
Mortgage Pass-Through Securities - 5 years 20% None
County Pooled Invesiment Funds N/A None None
Local Agency Investment Fund (LAIF) N/A None None
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NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2008

Note 3 — Cash and Investments (Continued)

Investments Authorized by Debt Agreements

Anvestments 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’s investment policy.
The table below identifies the investment types that are authorized for investments held by the 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
LS. Agency Securities None None None
Banker's Acceptances 180 days None None
Commercial Paper 270 days None None
Money Market Mutuz] Funds N/A None None
Investinent Contracts None None None
Certificates of Deposits 1 year None None
Repurchase Agreements 30 days None None
Local Agency Investment Fund (LAIF) N/A Nene None
Municipal Bonds Norne None None

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. As of June 30, 2008 the City had the following investments.

Investment Type

Local Agency Investment Fund
Held by Bond Trustee:

Mutual Fund
e

$ 9,043,944
772,762

$ 9816706

Matunity Date




CITY OF ANGELS

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 36, 2008

Note 3 — Cash and Investments (Continued)

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, the City’s investment policy, or debt agreements, and the actual rating as
of year end for each investment type.

Minimum Rating as of Year End
Legal Not
] Investment Type ) Rating Rated
Local Agency Investment Fund ' $ 9,043,944 N/A $ 9,043,944
Held by Bond Trustee:
Mutual Fund : 772,762 N/A 772,762
Total 3 9,816,706 $ 9,816,706

Concentration of Credit Risk

The investment policy of the City contains no limitations on the amount that can be invested in any one
issuer beyond that stipulated by the California Government Code. There are no investments in any one
issuer that represent 5% or more of total City investments. '

Custodial Credit Risk

Custodial credit risk for deposits is the risk that, in the event of the fazilure 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 City’s
investment policy do not contain legal or policy requirements that would limit the exposuare to custedial
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 by pledging
securities in an undivided collateral pool held by a depository regulated under state law (unless so waived

_.by the governmental unit). The market value of the pledged securities in the collateral pool must equal at
least 110% of the total amount deposited by the public agencies. California law also allows financial
institutions to secure City deposits by pledging first trust deed mortgage notes having a value of 150% of
the secured public deposits. -
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NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2008

Note 3~ Cash and Investments (Continued)

$1.412,920 of the City’s deposits with financial institutions in excess of federal depository insurance limits
were held in uncollateralized accounts.

The custodial risk for investments is the risk that, in the event of the failure of the counterparty to a
transaction, a government will not be able to recover the value of its investrment or collateral securities that
are in the possession of another 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
investments. With respect to investments, custodial credit risk generally applies only to direct investments
in marketable 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 State Investment Pool

The City is a voluntary participant in the Local Agency Invesiment 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’s investment in this pool is reported in the accompanying financial statements at amounts based
upon the City’s pro-rata share of the fair value provided by LAITF for the entire LAIF portfolio (in relation
to the amortized cost of that portfolio}. The balance available for withdrawa! is based on the accounting
records maintained by LAIF, which are recorded on an amortized cost basis.

Note 4 — Notes Receivable

Notes receivable in the amount of 712,104 consist of mortgage loans for housing and property rehabilitation
and construction.

. Note 5 Capital Assets

In accordance with GASB Statement No. 34, the City has reported all capital assets including infrastructure
additions in the government-wide statement of net assets, The City elected to use the basic approach
whereby accumulated depreciation and depreciation expense have been recorded. The following page
presents summary information on capital assets.
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CITY OF ANGELS

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2008

Note § — Capital Assets (Continued)

Capital asset activity for the yeaé ended June 30, 2008, was as follows:

Balance Balance
July 1, 2067 Additions Retirements  June 30, 2008
Governmental Activities
Capital assets, not being depreciated
Land k3 750,942 % - % - 8 750,942,
Construction in progress - - - -
Total capital assets, not being depreciated 750,942 - - 750,942
Capital assets, being depreciated
Buildings and improvements 514,259 - - 614,259
~ Machinery and equipment 1,501,650 32,585 - 1,534,235
Total capital assets, being depreciated 2,115,909 32,585 - 2,148,494
Less accumulated depreciation for:
Buildings and improvements {263,524} {16,282) - (279,806)
Machinery and equipment {878,891 (99.567) - (978,458}
Total accumulated depreciation (1,142.415) (115,849 - {1,258,264)
Total capital assets, being depreciated, net 73,494 {83,204) - 890,230
chemment_al activities capital assets,net 3 1,724,436 §  (83264) § - 5 1,641,172
Business-Type Activities
Capital assets, not being depreciated
Land 3 116,515 § - % - $ 116,515
Construction in progress - - - -
Total capital assets, not being depreciated 116,515 - - 116,515
Capital assets, being depreciated ‘
Buildings and improvements 20,854,789 - - 20,35_4,?_89
e Y o e e
Machinery and equipment _ 547,652 54,845 - 602,497
Total capital assets, being depreciated 22,075,268 54,845 - 22,130,113
Less: accumulated depreciation (4,400,617 {566,842 - (4,967,459)
Total capital assets, being depreciated, net 17,674,651 {511,997y - 17,162,654
Business-type activities capital assets,net  $ 17,791,166 § (511,997) § - § 17279169
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NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2008

Note 5 — Capital Assets (Continued)

- Depreciation expense was charged to the following functions in the Statement of Activities:

Governmental Functions:

General Goverment g 1,489
Public Works and Development 29,767
Public Safety 74,818
Parks and Recreation : 9775

$ 115,849

Business-Type Functions:

Water : h) 118,787
Sewer 448,055
A 566,842

Note 6 — Long-Term Debt

The City generally incurs long-term debt to finance projects or purchase assets which will have useful lives
equal to or greater than the related debt. In govermmential fund types, debi discounts and issuance costs are

- recognized in the current period. Debt discounts and issuance costs incurred in proprietary funds are deferred
and amortized over the ferm of the debt using the bonds-outstanding method, which approximates the effective
interest method. The City’s debt transactions are summarized below and discussed in detail thereafter:

Balance Balance Current
July 1, 2007 Additions Retirements  June 36, 2008 Portion

Governmental Activity Long Term Debt

Fire Truck Note Payable $ 5,816 $ -8 (5,816) § -3 -
Hydrox Property Lease Payable 477,467 - {43,526} 431,641 48,498
Total Governmental Activily Debt 5 483283 % - 8 {51,340 § 431941 3 48,498

Business-Tvpe Activity Long Term Debt
Bond Payable

2081 A Water and Wastewater Revenue Bonds £ 2105000 § - 3 {200,000 § 1905000 % 210,000

California Department of Water Resources 1,191,489 - ] {74,468) 117,00 74,468

U.S. Department of Agriculture _
Rural Development 4,843 000 - {55,000} 4,790,000 60,600
Hydrox Property Lease Payable 435.990 - {8,272 37,718 8,272
Total Business-Type Activity Debt 5 8187479 % - $ (337740} §  7.849.739 § 332,740
Compenssted Absences
{Government Activities §  B7TI% % - ¥ (3,362) % 82,417
Business-Type Activities $ 54,567 3 2,673 % - § 37,240
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NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 20608

Note 6 — Long-Term Debt (Continued)
Long-term debt payable at June 30, 2008 was comprised of the following individual issues:

Notes Pavable

Fire Truck — On January 25, 1999, the City entered into an agreement to purchase a Fire Truck for
$161,000. The City will make monthly payments of $1,163 each with accrued interest at 4.96% per
annum. This note was paid off in the current fiscal vear.

Lease Pavable

Hydrox Property — In April 2001, the City entered into an agreement to purchase a Hydrox property for
$874,716. The City will make 15 annual payments of $82,715 each with accrued interest at 5.5242% per
apnum.

Bond Payable

2001A Water and Wastewater Revenue Bonds - The City issued Wastewater Plant Improvement
Revenue bonds which consisted of $3,185,000 in bonds bearing interest at 2.6% to 4.4%. The interest is
payable each October 1 and April 1. The Bonds mature annually at various amounts through October 1,
2015.

Loans Pavable

State of California Department of Water Resources — The State of California Department of Water
Resources granted a foan to the Water Fund of the City for construction of water facilities in the amount of
$1,685,595. Of this amount, $1,489,361 was drawn down from the State. The note calis for semiannual
payments of $37,234 including inferest at 0% until July 2023.

The United States Department of Agriculture Rural Development — The United States Department of
Agriculture Rural Development granted a loan of $5,000,000 bearing interest at 4.25% to the Sewer Fund
for construction of wastewater facilities. The notes mature annually at various amounts through April 1,
2044,




CITY OF ANGELS

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2008

Note 6 — Long-Term Debt (Countinned)

The annual requirement to amortize the principal and interest on all long-term debt at June 30, 2008 were

as follows:
Governmental Activities  Business-Type Activities

Years eﬁding June 30, Pf‘iﬁﬁipﬁi Interest Principai Interest
2009 $ 48408 § 25945 $ 352,740 % 276,717
2010 51,634 22,809 357,740 266,304
2011 - 54944 19,499 372,740 255,391
2012 58,436 16,067 377,740 243155
2013 63,763 12,322 389,068 231,580
2014-2018 152,666 12,764 1,547,341 970,483
2019-2023 - - 852,340 827,800
2024-2028 ~ - 600,600 716,125
20292033 - - 735,000 577,788
2034-2038 - - 305,000 407,575
2039-2043 - - 1,110,000 198,262
2044 - - 250,000 10,625

$ 431941 § 109346 $ 7.849,739 $ 4982515

Note 7 - Special Assessment Districts (AD) Bonds

The City acts as an agent on behalf of the Greenhorn Creek Assessment District. The City is not liable for
the debt repayment but is merely acting as the property owner’s agent in handling the debt service
transactions by collecting assessments and forwarding them to the bondholders. The debt was refinanced
in 2006 through the issuance of $9,200,000 in new debt. Interest is payable semi-annually at rates ranging
from 3.375% to 5% with principle payments through 2018. The bond transactions are accounted for in an
Agency Fund. The current outstanding principal is $8,070,000.

Note 8 — Fund Balance

Fund Balance and Retained Earnings Deficits - The following is a summary of deficit fund balances
_and retained earnings as of June 30, 2008:

Capntal projects fund

Redevelopment Agency $ (53,530)
Fire Impact Fees ' (3,951)
. b (57 481}
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NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2008

Note 9 — Defined Benefit Pension Plan

Plan Description

The City of Angels contributes to the California Public Employees Retirement System (PERS), an agent
multiple-employer public employee defined benefit pension plan. PERS provides retirement, disability
benefits, annual cost-of-living adjustments, and death benefits to plan members and beneficiaries. PERS
acts as a common investment and administrative agent for participating public entities within the State of
California. Benefit provisions and all other requirements are established by state statute and city
ordinance. Copies of PERS’ annual financial report may be obtained from their executive office: 400 P
Street, Sacramento, CA 95814,

Funding Policy

Participants are required to contribute 8% of their annual covered salary., The City makes the
coniributions required of City employees on their behalf and for their account. The City is required to
contribute at an actuarially determined rate; the current rate is 16.928% for non-safety employees, 7.237%
for firefighters, and 30.349% for police, of annual covered payroll. The contribution requirements of plan
members and the City are established and may be amended by PERS.

Annual Pension Costs

For 2008, the City’s annual pension cost of $531,398 for PERS was equal to the City's required and actual
contributions. The required contribution was determined as part of the June 30, 2006, actuarial valuation
using the eniry age normal actuarial cost method. The actuarial assumptions included (a) 7.75%
investment rate of return {net administrative expenses), (b) projected annual salary increases that vary by
duration of service, and (¢) 3.25% per year cost-of-living adjustments. Both (a) and (b) included an
inflation component of 3.00%. The actuarial value of PERS assets was determined using techniques that
smooth the effects of short-term volatility in the market value of investments over a three-year period
(smoothed market value). PERS unfunded actuarial accrued lability is being amortized as a level
percentage of projected payroll on a closed basis. The remaining amortization period at June 30, 2006 was
17 years.

THREE-YEAR TREND INFORMATION FOR PERS

Fiscal Annual Pension Percentage of Net Pension
Year Cost (APC) APC Contributed Obligation
6/30/2007 576,681 100% -
6/30/2008 531,398 100% -

A new State law authorized the creation of risk pools by PERS and required mandatory participation of
employers to help reduce large fluctuations in their contribution rates. The City of Angels is now required
to participate in the risk pool. Under this pooling method, assets and liabilities of the participant
employers are aggregated. As such, individual employer’s retirement data is no longer available.

By
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CITY OF ANGELS

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2008

Mote 10 — Post Retirement Benefits

The City provides post employment health benefits for life. Upon retirement, the City will pay up
to 50% of health premiums for employees with over 20 years of service. Employees earn this at
2.5% per year. Total benefits paid in the current fiscal year was $28,445.

Note 11 — Joint Venture — Utica Power Authority

The City of Angels entered into a joint exercise of powers agreement with Union Public Utility District
(UPUD) for the purpose of purchasing and operating the Utica/Angels Hydro Electric Projects. Each of
the member entities shall be responsible for paying one-half (1/2) of all UPA Project costs and liabilities,
including annual operation, maintenance and replacement costs of the Project, and all costs of maintaining
the Projects in compliance with requirements of the FERC or other regulatory authority. The agreement
establishes a separate and distinet entity, the Utica Power Authority (UPA). The UPA is not a component
unit of the City.

Note 12 — Risk Management/Joint Venture

The City participates with other public entities in a joint venture under a joint powers agreement which
establishes the Central San Joaguin Valley Risk Management Authority (CSIVRMA). The relationship
between the City and CSIVRMA is such that CSJVRMA is not a component unit of the City for financial
reporting purposes.

The City is covered for the first $1,000,000 of each general lability claim and $500,000 of each worker’s
compensation claim through the CSJIVRMA. The City has the right to receive dividends and the obligation
to pay assessments based on a formula which among other expenses, charges the City's account for
Hability losses under $50,000 and workers’ compensation losses under $50,000. The CSIVRMA
purchases excess reinsurance from $1,000,000 to $15,000,000. The CSIVRMA participates in an excess
pool which provides workers” compensation coverage from $500,000 to $1,500,000 and purchases excess
reinsurance above $1,500,000 to the statutory limit.

The CSIVRMA is & consortium of 55 cities in San Joaquin Valley, California. It was established under the
provisions of California Government Code Section 6500, et. seq. The CSIVRMA is governed by a Board
of Directors, which meets three to four fimes each year, consisting of one member appointed by each
member city. The day-to-day business is handled by a management group employed by the CSIVRMA,
The financial statements of CSIVRMA can be obtained at 1831 K Sireet, Sacramento, CA 95814,

- Contingent Liabilities

The City participates in a number of Federal and State assisted grant programs which are subject to
financial and compliance audits. Audits for these programs and the respective findings are to be
determined at a future date, and the City expects the amount, if any, of the expenditures which may be
disallowed by the granting agency to be immaterial,

The City is a defendant in various lawsuits and claims. The City attorney anticipates that actual or
potential claims against the City, not covered by insurance, would not materially affect the financial
position of the City.
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Note 13 ~ Prior Period Adjustments

Beginning net assets in the General Fund and Statement of Activities was adjusted as follows:

Statement of
General Fund  Activities {pg. 3)

To adjust prior year Accounts Receivable

and Deposit accounts ' b (50,640) $ {50,640)
To add Governmental capital assets per
GASB 34 - 1,724 436

To adjust principal balance of Governmental

long-term debt 1,024

$ (50,640) $ 1,674,820
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CITY OF ANGELS

BUDGETARY COMPARISON SCHEDULE
GENERAL FUND
YEAR ENDED JUNE 38, 2008

Variance with
Final Budget
Budgeted Amounts Actaal Positive/
Original Final © Amounts {(Negative)
Revenue
Taxes $ 2541175 8 2,541,175 % 2271978 §  (269,197)
Licenses, permits and impact fees - 177,260 177,200 73,352 (103,848)
Intergovernmental 33,060 33,000 28,011 {4,989)
Charges for services 104971 104,921 - 72,379 (32,542%
Fines and forfeitures 20,000 20,000 23,724 3,724
Interest and rents 97,560 97,560 127,043 29,483
Other - 25,000 25,000 - 5014 (15,986)
Total revenue 2,998 856 2,998,856 2,605,501 (393,355)
Expenditures
Current
General government 352,962 352,962 336,270 10,692
Public works 283,195 283,195 108,649 174,546
Community development 608,345 608,345 444 292 164,653
Public safety 1,663,135 1,663,135 1,457,047 206,088
Parks and recreation 300,083 300,085 210,754 89,331
Capital cutlay 82,229 82,229 32,585 49,644
Debt Service
Principal 45,526 45,526 43,526 -
Interest and fiscal charges 28917 28,917 28,917 -
Total expenditures 3,364,394 3,364,394 2,664,040 700,354
Revenue over (underjexpenditures (365,538} (365,538) ' {58,539 306,999
Other Financing Sources '
Transfers in {out) - net - - 743 743
Net Change in Fund Balance S (365538) §  (365,538) (37,796 307,742
Fund Balance
Beginning of year 2,875,557
Prior period adjustment _ {50,640
End of year 3 2.767,121
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BRYANT L. JOLLEY

CERTIFIED PUBLIC ACCOUNTANTS

Breant L. Jolley cza
Roan Jolley Cra.
Darryl Smith C.ra
Travis Evenson

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENTAL AUDITING STANDARDS

To the Honorable Mayor and City Council
City of Angels, Califoria

We have audited the financial statements of the City of Angels, as of, and for the year ended June 30, 2008,
and have issued our report thereon dated November 17, 2008. We conducted cur 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

{Inited States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the City of Angels’s internal control over financial
reporting in order o determine our auditing procedures for the purpose of expressing our opinion on the
financial statements, but not for the purpose of expressing our opinion on the effectiveness of the City’s
internal control over financial reporting. Accordingly, we do not express an opinion on the effectiveness of
the City’s internal control.

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 entity’s ability to initiate, authorize, record, process, or repoit financial data rehiably in
accordance with generally accepted accounting principles such that there is more than a remote likelihood
that a misstatement of the entity’s financial statements that is more than inconsequential will not be prevented
or detected by the entity’s internal control.

A material weakness is a significant deficiency, or combination or 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 entity’s infernal control. '

Our consideration of the 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 the intemal controi that
might be significant deficiencies or material weaknesses. We did not identify any deficiencies in internal
control that we consider to be material weaknesses as defined above.

901 “N” STREET, SUITE 163 FIREBALIGH, CALIFORNIA 93622 PHOMNE 558.658.3045 FAX 550.659.0615



Compliance and Oiher Matters

As part of obtaining reasonable assurance about whether the City of Angels’s financial statements are free of
material ‘misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grants, 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 that are required to be reported under Government Audifing
Standards.

We noted certain matters that we reported to management of the City of Angels in a separate letter dated
November 17, 2008.

This report is intended solely for the information and use of the City Council, management, federal and state
awarding agencies, and pass-through entities, and is not intended to be, and should not be, used by anyone
other than these specified parties.

November 17, 200



CITY OF ANGELS

STATUS OF PRIOR YEAR’S FINDINGS
YEAR ENDED JUNE 30, 2008

Section B — Findings ~ Financial Statements Audit

Finding 2005-18

Status; Implemented
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BRYANT L. JOLLEY

CERTIFIED PUBLIC ACCOUNTANTS

Bream 1 Jolley Coa
Hyan feliey pa.
Drarryt Smith Gea.
Traviz Evenson

INDEPENDENT AUDITOR’S REPORT

Board of Directors
City of Angels Redevelopment Agency
Angels Camp, California

We have audited the accompanying component unit financial statements of the governmental activities of
each major fund for the City of Angels Redevelopment Agency (Agency), a component unit of the City of
City of Angels, California, as of and for the vear ended June 30, 2008, which vollectively comprise the
Agency’s basic financial statements as listed in the foregoing table of confents. The component unit financial
statements are the responsibility of the Agency’'s management. Our responsibility is to express an opinion on
the component unit financial statements based on our audit.

We conducted our audit in accordance with United States of America generally accepted auditing standards
and Governmental Auditing Standards, issued by the Comptrolier General of the United Siates. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the
component unit financial statements are free from material misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the component unit financial statements. An
audit also includes assessing the accounting principles used and significant estimates made by management as
well as evaluating the overall component unit financial stalement presentation. We believe that our audit
provides a reasonable basis for our opinion.

~ In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities of each major fund of the Agency at June 30, 2008, and the
respective changes in financial posttion, for the vear then ended in conformity with accounting principles
wenerally accepted in the United States of America,

The Agency has not presentad the Management Discussion and Analysis that accounting principles generally
accepted in the United States have determined is necessary to supplement, although not reguired to be part of,
the financial statements. :

In accordance with Govermment Auditing Standards, we have also issued our seport dated November 17, 2008
on our consideration of the Agency’s internal control over financial reporting and our tests of its compliance
with certain provisions of laws, regulations, contracts, 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 confrof 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 read in conjunction with this report in considering the results of our audit,

The accompanying financial statements have been prepared assuming that the Agency will continue as g
going concern, As discussed in Note 3 to the financial statements, the Agency has net deficiency in net assets
of $53,530 at June 30, 2008, that raises substantial doubt about its ability to continue as a going concerm.
Management's plan in regard to these matters are also deseribed in Note 3. The financial statements do not
include any adjustments that might result from the outcome of this uncertainty.

November 17, 2008
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CITY OF ANGELS REDEVELOPMENT AGENCY

STATEMENT OF NET ASSETS

JUNE 30, 2008
Governmental
Activities
Assets
Cash and investments S -
Total assets -
Liahilities
Long-term debt
53,530

Due in more than one vear
Total liabilities 53,530

Net Assefs
Unrestricted {(deficit)

Total net assets (deficit)

(53.530)
$ (3530




CITY OF ANGELS REDEVELOPMENT AGENCY

STATEMENT OF ACTIVITIES
YEAR ENDED JUNE 30, 2008

Net Revenue/{Expenses)
and Changes in Net Assets

Primarv Government

Operating
Grants and  Governmental
Expenses  Contributions  Activilies Total
FUNCTIONS/PROGRAMS
Primary government:
Governmental activities;
Interest on long-term debt $ - 8 - % - % -
Total governmental activities 5 - 3 - - -
GENERAL REVENUE
Transfer from City of Angels - -
Total general revenue - -
CHANGE IN NET ASSETS - -
NET ASSETS (DEFICIT)
Beginning of year {33,530y {33,539)

53
Eind of year Y (33,330 % (53,530)




CITY OF ANGELS REDEVELOPMENT AGENCY

BALANCE SHEET
GOVERNMENTAL FUNDS
JUNE 30, 2008
Total
Governmentsal
Funds
ARSETS
Cash and investments $ R
Total assets §@
LIABILITIES AND FUND BALANCE
Liahilities
Accounis pavable -
Total liabilities -
Fund Balance
Unreserved and undesignated -
Total fund balance .
Total Labilities and fund balance 3 -




CITY OF ANGELS REDEVELOPMENT AGENCY

RECONCILIATION OF TOTAL GOVERNMENTAL FUND BALANCE TO NET ASSETS
OF GOVERNMENTAL ACTIVITIES
JUNE 30, 2008 '

Total governmental fund balances s

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

The liabilities below are not due and payable in the current period
and, therefore, are not reported in the Governmental Fund
Balance Sheet:

Advances from City of Angels {53,530y
Net assets of governmental activities $ (53,530

Ly



CITY OF ANGELS REDEVELOPMENT AGENCY

NOTES TO COMPONENT UNIT FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2008

Note 1~ Summary of Significant Accounting Policies

Organization and Purpose — The City of Angels Redevelopment Agency (Agency) was formed
under the provisions of the Community Redeveloprent Law (California Health and Safety Code),

The Agency is an infegral part of the City of Angels. Accordingly, the accompanying basic financial
statements are included as a component of the basic financial statements of the City,

The financial statements of the City of Angels Redevelopment Agency have been prepared in
conformity with accounting principles generally accepted in the United States of America, as
prescribed by the Governmental Accounting Standards Board (GASB) and the American Institute of
Certified Public Accountants (AICPA), as applied to governmental units. The GASB is the accepted
standard-setting body for establishing governmental accounting and financial reporting principles.
The more significant of the Agency’s accounting policies are described below,

Government-wide Statements - T he Statement of Net Assets and the Statement of Activities
inctude the financial activities of the overall Agency government. Eliminations have been made to
minimize the double counting of internal activities,

The Statement of Activities presents a comparison between direct expenses and program revenues
for each function of the Agency’s activities. Direct expenses are those that are specifically
associated with a program or function and, therefore, are clearly identifiable to a particular function.
Program revenues imclude a) charges paid by the recipients of goods or services offered by the
programs and b) grants and contributions that are restricted to meeting the operational or capital
requirements of & particular program.  Revenues that are not classified as program revenues,
including all taxes, are presented as general revenues.

Fund Financial Statements — The fund financial statements provide information about the
Agency’s funds. Separate statements for each governmental fund are presented. The emphasis of
fund financial statements is on major individual funds, each of which is displayed in a separate
colummn. The Agency considers all its funds to be major funds.

Major Funds ~ GASB Statement No. 34 defines major funds and requires that the Agency’s major
governmental type funds to be identified and presented separately in the fund financial statements,
Major funds are defined as funds that have assets, liabilities, revenues, or expenditures equal to ten
percent of their fund-type total and five percent of the grand-total. The Agency has determined that -
all its funds are major funds.

The Agency reported the following major govermmental fund in the accompanying financial
statements:

Redevelopment Agency Fund ~ This fund accounts for redevelopment activity.




CITY OF ANGELS REDEVELOPMENT AGENCY

NOTES TO COMPONENT UNIT FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2008

Note 1 — Summary of Significant Accounting Policies (Continued)

Measurement Focus, Basis of Accounting, and Financial Statement Presentation - The
government-wide financial statements are reported using the economic resources measurement focus
and the accrual basis of accounting. Revenue is recorded when earned and expenses are recorded
when a Liability is incurred, regardless of the timing of related cash flows.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenue is recognized as soon as
they are both measurable and available. Revenue is considered to be collectible when it is coliectible
within the current period or soon enough thereafier to pay liabilities for the current period. For this
purpose, the Agency considers property taxes and other revenue to be available in the period for
which levied if it is collected within 60 days after the end of the current fiscal period. Expenditures
generally are recorded when a liability is incurred, as under accrual accounting. However, debt
service expenditures, as well as expenditures related to compensated absences and claims and
judgments, are recorded only when payment is due. Capital asset acquisitions are reported as
expenditures in governmental funds. Proceeds of general long-term debt and acquisitions under
capital leases are reported as other financing sources,

Non-exchange transactions, in which the Agency gives or receives value without directly receiving
or giving equal value in exchange, include property taxes, grants, entitfements, and donations. On
the accrual basis of accounting, revenue from property taxes is recognized in the fiscal year for
which the taxes are levied. Revenue from grants, entitlements, and donations is recognized in the
fiscal year in which all eligibility requirements have been satisfied.

Under the terms of grant agreements, the Agency provides funds for certain programs by a
combination of specific cost-reimbursement grants, categorical block grants, and general revenues.
Thus, when program expenses are incurred, there are both restricted and unrestricted net assets
available to finance the program. The Agency’s policy is to first apply cost-reimbursement grant
resources to such programs, followed by general revenues.

Estimates — The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America, as prescribed by the GASB and the AICPA
requires management to make estimates and assumptions that affect certain reported amounts and
disclosures. Accordingly, actual results could differ from those estimates.

INet Assets
Government-wide Financial Statementis

Unrestricted Net Assets — This amount is all net assets that do not meet the definition of ¥invested In
capital assess, net of related debt” or “restricted net assets”.

Fund Financial Statements

Fund Equity — Reservations of fund balances of governmental funds are created to either report legal
covenants, including State laws that require a portion of the fund cquity to be sepregated or identify
the portion of the fund equity not available for future expenditures.




CITY OF ANGELS REDEVELOPMENT AGENCY

NOTES TO COMPONENT UNIT FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2008

Note 2- Long-Term Debt

Changes in long-term debt for the year ended June 30, 2008 were as follows:

Balance Balance
July 1, 2007 Additions Refirements  June 38, 2008
Advances from the City of Angels 8§ 53,530 S - 3 - § 53,530
5 33,530 % - 5 - § 53,530

Advance Payable — The City of Angels advanced $53,530 to the Agency with a 0 % inferest rate

and no payment due date.

Note 3 — Going Concern

The Agency has a deficit net asset balance as of June 30, 2008, which raises doubt about its ability to
continue as a going concern. The deficit has occurred due to the Agency incurring start up costs in
excess of revenues. Once the redevelopment agency 18 active, the Agency will be able to reverse the

deficit.




ANT L. JOLLEY

CERTIFIED PK:B I{(_ ACCOUNTANTS

Ryan Jolley Gpa
Bavryl Smith apa
Fravis Fverson

INDEPENDENT AUMTOR’S REPORT ON COMPLIANCE
AND ON INTERNAL CONTROL OVER FINANCIAL REPORTING
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENTAL AUDITING STANDARDS

To the Board of Directors
City of Angels Redevelopment Agency
City of Apgels, California

We have audited the financial statements of the City of Angels Redevelopment Agency, as of, and for the year
ended June 30, 2008, and have issued our report thereon dated November 17, 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 Stendards, issued by the Comptroller General
of the United States.

Internal Control Over Financial Reporting

in planning and performing our audit, we considered the City of Angels Redevelopment Agency’s internal
control over financial reporting in order to determine our auditing procedures for the purpose of expressing our
opinion on the financial statements, but not for the purpose of expressing our opinion on the effectiveness of the
Agency’s infernal confrol over financial reporting. Accordingly, we do not express an opinion on the
effectiveness of the Agency’s internal control,

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 missiatemen(s on a fimely
basis. A significant deficiency is a control deficiency, or combination of contrel deficiencies, that adversely
affects the entity’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 a remote likelihood that a
misstatement of the entity’s financial statements that is more than inconsequential will not be prevented or
detected by the entity’s internal control.

A material weakness is a significant deficiency, or combination or significant deficiencies, that results in more
than a remote likelthood that a.material missiaternent of the financial statements will not be prevented or
detected by the entity’s infernal control.

Our consideration of the 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 the internal control that
might be significant deficiencies or material weaknesses, We did not identify any deficiencies in internal
control that we consider to be material weaknesses as defined above.

e CINT STRIEEL SUITE 109 FIREBAUGH, CALIFORNIA 33622 PRHONE 5396313045 FAX 550.68549.0610



Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Angels Redevelopment Agency’s financial
statements are free of material misstatement, we performed tests of its compliance with cerfain provisions of
laws, regulations, contracts, and grants, noncompliance with which couid 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 that are required to be reported under Govermment
Auditing Standards.

This report is intended solely for the information and use of the Board of Directors, management, federal and
state awarding agencies, and pass-through entities, and is not intended to be, and should not be, used by anyone
other than these specified parties.

November 17, 2008




