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Caporicci & Larson
Certified Public Accountants

INDEPENDENT AUDITORS” REPORT

To the Members of the Governing Board
of the Ridgecrest Redevelopment Agency
Ridgecrest, California

We have audited the accompanying financial statements of the governmental activities and each
major fund of the Ridgecrest Redevelopment Agency (Agency), a component unit of the City of
Ridgecrest, California (City), as of and for the year ended June 30, 2008, as listed in the foregoing table
of contents. These financial statements are the responsibility of the Agency’s management. Our
responsibility is to express an opinion on these financial statements based on our audit.

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

Subsequent to the basic financial statements date of June 30, 2008 and the year then ended, the United
States has entered into a Financial Credit Crisis. Although the United States Federal Government has
taken actions which, at least in part, are intended to relieve and correct this Financial Credit Crisis,
investments are subject to significant impairment and losses. To date, the Agency has not been
informed and is not aware of any investment losses. Accordingly, investment losses, if any, have not
been reflected in the accompanying basic financial statements.

In our opinion, the basic financial statements referred to above present fairly, in all material respects,
the financial position of the governmental activities and each major fund of the Agency as of June 30,
2008, and the respective changes in financial position for the year then ended in conformity with
generally accepted accounting principles in the United States.

In accordance with Government Auditing Standards, we have also issued our report dated December 18,
2008 on our consideration of the Agency’s internal control over financial reporting and on our tests of
its compliance with certain provisions of laws, regulations, contracts, and grants. 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 read in conjunction with this report in
considering the results of our audit.

Toll Free Ph: (877) 862-2200 Toll Free Fax: (866) 436-0927
Oakland Orange County Sacramento San Diego
180 Grand Ave., Suite 1365 9 Corporate Park, Suite 100 777 Campus Commons Rd., Suite 200 4858 Mercury, Suite 106

Oakland, California 94612 Irvine, California 92606 Sacramento, California 95825 San Diego, California 92111



To the Members of the Governing Board
of the Ridgecrest Redevelopment Agency
Ridgecrest, California

As described in Note 1 to the basic financial statements, the Agency adopted the Statement of
Governmental Accounting Standards Board No. 48, Sales and Pledges of Receivable and Future Revenues
and Intra-Entity Transfers of Assets and Future Revenues.

The accompanying Required Supplementary Information, such as Management’s Discussion and
Analysis, budget information, and budgetary comparison schedule as listed in the table of contents, is
not a required part of the basic financial statements but is supplementary information required by the
Governmental Accounting Standards Board. We have applied certain limited procedures, which
consist principally of inquiries of management regarding the methods of measurement and
presentation of the Required Supplementary Information. However, we did not audit the
information and express no opinion on the Required Supplementary Information.

Our audit was conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the Agency’s basic financial statements. The accompanying Supplementary
Information is presented for purpose of additional analysis and is not a required part of the basic
financial statements. The Supplementary Information has been subjected to 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.

San Diego, California
December 18, 2008



Redevelopment Agency of the City of Ridgecrest
Management’s Discussion and Analysis
For the year ended June 30, 2008
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The discussion and analysis of the Redevelopment Agency's (Agency's) financial performance provides an
overall review of the Agency's financial activities for the fiscal year ended June 30, 2008. The intent of this
discussion and analysis is to look at the Agency's financial performance as a whole. Readers should also
review the basic financial statements, as well as the prior year's report ending June 30, 2007, to enhance
their understanding of the Agency's financial performance. This is the ongoing implementation a new
reporting format in accordance with Governmental Accounting Standards Board (GASB) Statement No. 34.

The financial section of this report has been prepared to show the results of the financial administration,
financial condition, and operation of the Agency. The combined financial statements in this report have
been audited by the firm of Caporicci and Larson, CPAs, whose opinion is included.

BASIS OF ACCOUNTING AND FUND GROUPINGS

The basic financial statements are presented on an “economic resources” measurement focus and,
accordingly, all of the Agency’s assets and liabilities, including capital assets and long term liabilities, are
reflected in the accompanying Statement of Net Assets. The Statement of Activities presents changes in net
assets. The basic financial statements also are structured to reflect the accrual basis of accounting. Under the
accrual basis of accounting, revenues are recognized in the period in which they are earned while expenses
are recognized in the period in which the liability is incurred.

The Governmental Funds statements are presented on a spending or “current financial resources”
measurement focus. Accordingly, only current assets and current liabilities are included on the Balance
Sheet. The Statement of Revenues, Expenditures and Changes in Fund Balances present increases (revenue
and other financing sources) and decreases (expenditures and other financing uses) in net current assets.
The Governmental Funds statements are also presented using the modified accrual basis of accounting.
Under the 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. The Agency
maintains funds in accordance with generally accepted accounting principles set forth by the GASB and
other rule-making entities.

FINANCIAL DISCUSSION

Under the Governmental Funds statements, the Agency reported an excess of revenues over expenditures
of $6,296,738 this compares to an excess of revenues over expenditures of $4,680,265 in the prior year; and a
1,496,331 position in fiscal year 2006. The total fund balance at June 30, 2008 was $6.38 million compared to
$917,669 in FY 2007. Total reserved fund balance at June 30, 2008 in the Special Revenue (Housing) Fund
was $3,720,538; in the Capital Projects Fund (Redevelopment) was $3,009,594; and in the Debt Service Fund
was a negative $345,612. These reservations include $575,307 million for debt service repayment in the
current year; $28,446 for encumbrances; and $1.97 million for pending capital projects. Total increased net
assets during the fiscal year was $5.65 million compared to the increased of net assets of $5.06 million on
June 30, 2007. Property taxes revenue went by 15% over last year causing the fluctuation in the change in
net assets. This is an indication of increasing development in the project area as well as rising property
values. Below is the chart showing the trend in property tax revenue.



Redevelopment Agency of the City of Ridgecrest
Management’s Discussion and Analysis, Continued
For the year ended June 30, 2008
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Total revenue for fiscal year 2008 was $8.75 million of which 84% was tax increment, 4% was investment
and rental revenue, and less than 12% was other revenue. This compares to 2007 revenue which was $6.943
million, of which 92% was tax increment revenue, 4% was investment and rental earnings, and 4% was

miscellaneous revenue.

Total expenditures for fiscal year 2008 $2.5 million. This compared to fiscal year’s 2007 $2.3 million.
Expenditures were composed of Community Development $1.37 million (compared to the prior year’s
expenditures of $1.15 million) which includes economic development loans and other support o public-
private development initiatives; and $1.090 million (compared to the prior year’s $1.093 million) for

repayments of long-term debt, interest, and fiscal agent cost.

A few of the Redevelopment Agency highlights for Fiscal Year 2007-08 include the following;:

% The Naval Station China Lake has completed its BRAC Business plan and begun over 250 million

dollar construction improvements - expansion to the Base. The Business Plan also included the
movement of 1,000 billets (jobs) to the Ridgecrest Area.

and the start of construction of the Hampton Inn and office development.

developments are currently in the planning and building approval process.
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% The Ridgecrest Business Park has seen the completion of the Spring Hill Suites and office building
Two other office




Redevelopment Agency of the City of Ridgecrest

Management’s Discussion and Analysis, Continued »
For the year ended June 30, 2008 ‘

A consultant for the development of a lighting and landscape district has been selected for the
Ridgecrest Business Park and formation is now waiting funding.

Agency is under negotiation with a developer of a Hotel and Convention Center with an additional
office-museum building being planned.

2008-09 will continue to see the development and opening of several new restaurant and retail
stores. These will include R.C. Bouncers, El Chilli Pepper and Pizza Factory. An existing Chinese
restaurant is in planning stage of constructing a new building to accommodate their expanding
business.

Super Wal-Mart is due to complete the planning and building permit process in 2008-09 with
construction planned to begin sometime in 2009.

A few restaurants opened in FY 2008 such as the new Juice It Up, Maddy’s Café, Miso Sushi and
Burger King.
Rite Aid completed the construction of their new building and opened its doors in January 2008.

National Health Services is currently constructing their new medical building in the business park
with schedule opening in 2009.

The agency is continuing its down payment low income assistance loan program in 2008 in an effort to
provide more low income units in the community. A 96 unit housing project, Larkspur Apartments, will be
completed in 2008-09 funded through tax credits.

The agency will provide support for transportation related issues along major retail corridors.

The agency will continue its ongoing program to aid in small business start up and expansion of existing
business within the project area.

REQUEST FOR INFORMATION

This financial report is designed to provide our citizens, taxpayers, creditors and investors with a general
overview of the Agency's finances and to show the City's accountability for the money it receives. Questions
concerning any of the information provided in this report or requests for additional information should be
addressed to the City of Ridgecrest, Administrative Services Department, 100 W. California, Ridgecrest,
California 93555.
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Ridgecrest Redevelopment Agency

Statement of Net Assets
June 30, 2008
Governmental
Activities
ASSETS
Current assets:
Cash and investments $ 13,750,331
Cash and investments with fiscal agent 1,058,098
Accounts receivable 1,176,970
Interest receivable 68,601
Total current assets 16,054,000
Noncurrent assets:
Capital assets:
Nondepreciable 1,721,597
Depreciable 12,092,609
Total capital assets 13,814,206
Less accumulated depreciation (7,605,738)
Capital assets, net 6,208,468
Total noncurrent assets 6,208,468
Total assets 22,262,468
LIABILITIES
Current liabilities:
Accounts payable 18,821
Salaries payable 8,996
Deposits payable 2,500
Long-term debt, due within one year 585,000
Total current liabilities 615,317
Long-term liabilities:
Advances from City of Ridgecrest 9,179,159
Long-term debt, due in more than one year 7,905,000
Total long-term liabilities 17,084,159
Total liabilities 17,699,476
NET ASSETS
Invested in capital assets 6,208,468
Restricted for:
Special projects 3,145,231
Debt service 8,833,547
Capital projects 3,009,594
Total restricted 14,988,372
Unrestricted (deficit) m
Total net assets (deficit) $ 4,562,992

See accompanying Notes to Basic Financial Statements.
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Ridgecrest Redevelopment Agency

Statement of Activities and Changes in Net Assets

June 30, 2008
Net (Expense)
Revenue and
Change in
Net Assets
Governmental
Functions/Programs Expenses Activities
Primary government:
Governmental activities:
Community development $ 1,760,572 $ (1,760,572)
Interest and fiscal agent fees on long term debt 522,166 (522,166)
Total governmental activities $ 2,282,738 (2,282,738)
General revenues:

Property taxes 7,583,131

Investment earnings 382,685

Miscellaneous 798,802
Transfers to City of Ridgecrest (829,887)

Total general revenues and transfers 7,934,731

Change in net assets 5,651,993
Net assets (deficit) - beginning of year (1,089,001)

Net assets - end of year $ 4,562,992

See accompanying Notes to Basic Financial Statements.
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GOVERNMENTAL FUND FINANCIAL STATEMENTS
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Ridgecrest Redevelopment Agency
Balance Sheet
Governmental Funds

June 30, 2008
Major Funds
Housing
Set-Aside Total
Special Debt Capital Governmental
Revenue Service Projects Funds
ASSETS
Cash and investments 3,690,424 % 7,050,975 $ 3,008932 $ 13,750,331
Cash and investments with fiscal agent - 1,058,098 - 1,058,098
Accounts receivable 431,287 716,966 28,717 1,176,970
Interest receivable 35,538 7,508 25,555 68,601
Total assets 4157249 % 8,833,547 $ 3,063,204 % 16,054,000
LIABILITIES AND
FUND BALANCES
Liabilities:
Accounts payable 1,657 % - $ 17,164 $ 18,821
Salaries payable 3,767 - 5,229 8,996
Deposits payable - - 2,500 2,500
Deferred revenue 431,287 - 28,717 460,004
Advances from City of Ridgecrest - 9,179,159 - 9,179,159
Total liabilities 436,711 9,179,159 53,610 9,669,480
Fund Balances:
Reserved for:
Encumbrances - - 28,446 28,446
Debt service 575,307 - - 575,307
Capital projects - - 1,296,697 1,296,697
Total reserved 575,307 - 1,325,143 1,900,450
Unreserved, designated for:
RRA land sale proceeds - - 1,652,863 1,652,863
Total unreserved, designated - - 1,652,863 1,652,863
Unreserved, undesignated for:
Special revenue 3,145,231 - - 3,145,231
Debt service - (345,612) - (345,612)
Capital projects - - 31,588 31,588
Total unreserved, undesignated 3,145,231 (345,612) 31,588 2,831,207
Total fund balances (deficit) 3,720,538 (345,612) 3,009,594 6,384,520
Total liabilities and fund balances 4,157,249 $ 8,833,547 % 3,063,204 % 16,054,000

See accompanying Notes to Basic Financial Statements.
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Ridgecrest Redevelopment Agency

Reconciliation of the Governmental Funds Balance Sheet
to the Government-Wide Statement of Net Assets

June 30, 2008

Total Fund Balances - Total Governmental Funds

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 governmental funds.

Nondepreciable

Depreciable

Less accumulated depreciation

Long-term liabilities are not due and payable in the current period and therefore are not reported in the
governmental funds.

Long-term debt, due within one year

Long-term debt, due in more than one year

Deferred revenues recorded in governmental fund financial statements resulting from activities in which
revenues are earned but funds are not available are recognized as revenues in the Government-Wide

Financial Statements.

Net Assets of Governmental Activities

See accompanying Notes to Basic Financial Statements.
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Ridgecrest Redevelopment Agency

Statement of Revenues, Expenditures and Changes in Fund Balances
Governmental Funds

For the year ended June 30, 2008

Major Funds
Housing
Set-Aside Total
Special Debt Capital Governmental
Revenue Service Projects Funds
REVENUES:
Taxes $ - % 7,360,406 $ - % 7,360,406
Intergovernmental - 222,725 - 222,725
Use of money and property 181,405 59,049 142,231 382,685
Other revenue 17,647 - 769,269 786,916
Total revenues 199,052 7,642,180 911,500 8,752,732
EXPENDITURES:
Current:
Community development 202,413 40,724 1,130,691 1,373,828
Debt service:
Principal - 560,000 - 560,000
Interest - 522,166 - 522,166
Total expenditures 202,413 1,122,890 1,130,691 2,455,994
REVENUES OVER (UNDER) EXPENDITURES (3,361) 6,519,290 (219,191) 6,296,738
OTHER FINANCING SOURCES (USES):
Transfers in 1,941,516 575,307 1,337,743 3,854,566
Transfers out (648,824) (3,679,895) (355,734) (4,684,453)
Total other financing sources (uses) 1,292,692 (3,104,588) 982,009 (829,887)
Change in fund balances 1,289,331 3,414,702 762,818 5,466,851
FUND BALANCES (deficit):
Beginning of year 2,431,207 (3,760,314) 2,246,776 917,669
End of year $ 3,720,538 % (345,612) $ 3,009,594 $ 6,384,520

See accompanying Notes to Basic Financial Statements.
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Ridgecrest Redevelopment Agency

Reconciliation of the Governmental Funds Statement of Revenues, Expenditures and Changes
in Fund Balance to the Government-Wide Statement of Activities and Changes in Net Assets

For the year ended June 30, 2008

Net Change in Fund Balances - Total Governmental Funds $ 5,466,851
Amounts reported for governmental activities in the Statement of Activities are different because:

Depreciation expense on capital assets was reported in the Government-Wide Statement of Activities and
Changes in Net Assets, but it did not require the use of current financial resources. Therefore, depreciation
expense was not reported as expenditures in governmental funds. (382,043)

Proceeds from sale of property provide current financial resources to governmental funds, but sale of
property decrease capital assets on government-wide statements (4,701)

Bond proceeds provide current financial resources to governmental funds, but issuing debt increases long-
term liabilities in the Government-Wide Statement of Net Assets. Repayment of bond principal is an
expenditure in the governmental funds, but the repayment reduces long-term liabilities in the Government
Wide Statement of Net Assets. This is the amount of principal repayments.

Repayment of principal 560,000

Revenues in the statement of activities that do not provide current financial resources are not reported as

revenues in the funds. 11,886

Change in Net Assets of Governmental Activities $ 5,651,993

See accompanying Notes to Basic Financial Statements.
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Ridgecrest Redevelopment Agency

Notes to Basic Financial Statements
For the year ended June 30, 2008

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The basic financial statements of the Ridgecrest Redevelopment Agency (Agency), a component unit of the
City of Ridgecrest, California (City), have been prepared in conformity with Generally Accepted
Accounting Principles (GAAP) as applies to government unit. The Governmental Accounting Standards
Board (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.

A. Financial Reporting Entity

The Agency was established in June 1986, as set forth in 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 blighted areas within the City. The City Council members or
designees serve as the governing board of the Agency. All accounting and administration functions are
performed by the City.

The Agency meets the criteria set forth in generally accepted accounting principles for inclusion as a
blended component unit within the City’s reporting entity based on the City’s oversight responsibility
in selection of the governing board. In addition, all of the Agency’s activities are conducted within the
geographic boundaries of the City. Blended component units, although legally separate entities are, in
substance, part of the City’s operation; therefore, data from these units are combined with data of the
primary government in the financial statement presentation of the City.

B. Basis of Accounting and Measurement Focus

The accounts of the Agency are organized on the basis of funds, each of which is considered a separate
accounting entity with its own self-balancing accounts that comprise its assets, liabilities, fund balance,
revenues and expenditures or expenses. These funds are established for the purpose of carrying out
specific activities or certain objectives in accordance with specific regulations, restrictions or limitations.
Governmental resources are allocated to and accounted for in individual funds based upon the
purposes for which they are to be spent and the means by which spending activities are controlled.

Government-Wide Financial Statements

The Agency’s Government-Wide Financial Statements include a Statement of Net Assets and a
Statement of Activities and Changes in Net Assets. These statements present summaries of
governmental activities for the Agency.

These Government -Wide Financial Statements are presented on an “economic resources” measurement
focus and the accrual basis of accounting. Accordingly, all of the Agency’s assets and liabilities,
including capital assets, as well as infrastructure assets, and long-term liabilities, are included in the
accompanying Statement of Net Assets. The Statement of Activities presents changes in net assets.
Under the accrual basis of accounting, revenues are recognized in the period in which they are earned
while expenses are recognized in the period in which the liability is incurred.
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Ridgecrest Redevelopment Agency

Notes to the Basic Financial Statements, Continued
For the year ended June 30, 2008

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued
B. Basis of Accounting and Measurement Focus, Continued

Government-Wide Financial Statements, Continued

Certain types of transactions are reported as program revenues for the Agency in three categories:

> Charges for services

» Operating grants and contributions

» Capital grants and contributions
The Agency had no program revenues for the year ended June 30, 2008.
Certain eliminations have been made as prescribed by GASB Statement No. 34 in regards to interfund
activities, payables and receivables. All internal balances in the Statement of Net Assets have been
eliminated. The following interfund activities have been eliminated:

» Transfers in/out

Governmental Fund Financial Statements

Governmental Fund Financial Statements include a Balance Sheet and a Statement of Revenues,
Expenditures and Changes in Fund Balances for all major governmental funds. 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 has
presented all funds as major funds.

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 Sheet. The Statement of Revenues, Expenditures and Changes in
Fund Balances present increases (revenue and other financing sources) and decreases (expenditures and
other financing uses) in net current assets. Under the 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.

Revenues are recorded when received in cash, except those revenues subject to accrual (generally 60
days after year-end) are recognized when due. The primary revenue sources, which have been treated
as susceptible to accrual by the Agency, are property tax, sales tax, intergovernmental revenues and
other taxes. Expenditures are recorded in the accounting period in which the related fund liability is
incurred.

20



Ridgecrest Redevelopment Agency
Notes to the Basic Financial Statements, Continued
For the year ended June 30, 2008

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued
B. Basis of Accounting and Measurement Focus, Continued

Governmental Fund Financial Statements, Continued

Deferred revenues arise when potential revenues do not meet both the “measurable” and “available”
criteria for recognition in the current period. Deferred revenues also arise when the government
receives resources before it has a legal claim to them, as when grant monies are received prior to
incurring qualifying expenditures. In subsequent periods when both revenue recognition criteria are
met or when the government has a legal claim to the resources, the deferred revenue is removed from
the balance sheet and revenue is recognized.

The 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. Use of Restricted and 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.

D. Cash, Cash Equivalents and Investments

The City pools cash resources from all funds in order to facilitate the management of cash and achieve
the goal of obtaining the highest yield with the greatest safety and least risk. Cash in excess of current
requirements is invested in various interest-bearing accounts and other investments for varying terms.

In accordance with Governmental Accounting Standards Board Statement No. 31, Accounting and
Financial Reporting for Certain Investments and for External Investment Pools, highly liquid money market
investments with maturities of one year or less at time of purchase are stated at amortized cost. All
other investments are stated at fair value. Market value is used as fair value for those securities for
which market quotations are readily available.

The City participates in an investment pool managed by the State of California titled Local Agency
Investment Fund (LAIF) which has invested a portion of the pooled funds in structured notes and asset-
backed securities. LAIF determines fair value on its investment portfolio based on market quotations
for those securities where market quotations are readily available and based on amortized cost or best
estimate for those securities where market value is not readily available. LAIF’s investments are subject
to credit risk with the full faith and credit of the State of California collateralizing these investments. In
addition, these investments are subject to market risk as to change in interest rates.

Cash equivalents are considered amounts in demand deposits and short-term investments with a

maturity date within three months of the date acquired by the Agency and are presented as “Cash and
Investments” in the accompanying component unit financial statements.
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Ridgecrest Redevelopment Agency

Notes to the Basic Financial Statements, Continued
For the year ended June 30, 2008

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

D. Cash, Cash Equivalents and Investments, Continued

E.

In accordance with GASB Statement No. 40, Deposit and Investment Disclosure (An amendment of GASB
Statement No.3), certain disclosure requirements, if applicable, for deposit and investment risks are
specified for the following areas:

> Interest Rate Risk
> Credit Risk

¢+ Overall

¢ Custodial Credit Risk

¢ Concentration of Credit Risk
> Foreign Currency Risk

Capital Assets

Capital assets, which include land, buildings, improvements, equipment, furniture, and infrastructure
assets (e.g. road, sidewalks, and similar items), are reported in the applicable governmental activities in
the Government-Wide Financial Statements. Capital assets are valued at historical cost or estimated
historical cost if actual historical cost was not available. Donated capital assets are valued at their
estimated fair market value on the date donated. Agency policy has set the capitalization threshold for
reporting infrastructure at $100,000; all other capital assets are set at $5,000. Depreciation is recorded on
a straight-line basis over estimated useful lives of the assets as follows:

Buildings and improvements 15-50 years
In June 1999, the Governmental Accounting Standards Board (GASB) issued Statement No. 34 which
requires the inclusion of infrastructure capital assets in local governments” basic financial statements.
The Agency did not have any infrastructure capital assets at June 30, 2008.

Long-Term Liabilities

Government-Wide Financial Statements

Long-term debt and other financed obligations are reported as liabilities in the appropriate funds.
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 premium

or discount. Issuance costs are reported as deferred charges.

Fund Financial Statements

The fund financial statements do not present long-term debt but are shown in the Reconciliation of the
Governmental Funds Balance Sheet to the Government-Wide Statement of Net Assets.
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Ridgecrest Redevelopment Agency
Notes to the Basic Financial Statements, Continued
For the year ended June 30, 2008

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued
G. Net Assets

Government-Wide Financial Statements

Invested in Capital Assets, Net of Related Debt - This amount consists of capital assets net of
accumulated depreciation and reduced by outstanding debt that attributed to the acquisition,
construction, or improvement of the assets.

Restricted Net Assets - This amount is restricted by external creditors, grantors, contributors, or laws or
regulations of other governments.

Unrestricted Net Assets (Deficit) - This amount is all net assets that do not meet the definition of
“invested in capital assets, net of related debt” or “restricted net assets.”

Fund Financial Statements

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

H. Fund Balances - Reservations and Designations

In the fund financial statements, governmental funds report reservations of fund balances for amounts
that are available for appropriations or are legally restricted by outside parties for use for a specific
purpose. Designations of fund balances represent tentative management plans that are subject to
change.

I. Use of Estimates

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

J. Interfund Transactions

During the course of operations, numerous transactions occur between individual funds for goods
provided or service rendered. These receivables and payable are classified as “due from other funds” or
“due to other funds” on the balance sheet.

Quasi-external transactions are accounted for as revenue, expenditures or expenses, as appropriate.
Transactions that constitute reimbursements to a fund for expenditures/expenses initially made from it
that are properly applicable to another fund are recorded as expenditures/expenses in the reimbursed
fund. All other interfund transactions, except quasi-external transactions and reimbursements, are
reported as transfers. Nonrecurring or nonroutine permanent transfers of equity are reported as
residual equity transfers. All other interfund transfers are reported as transfers.
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Ridgecrest Redevelopment Agency
Notes to the Basic Financial Statements, Continued
For the year ended June 30, 2008

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued
K. Implementation of New GASB Pronouncements

The Agency adopted a new accounting standard in order to conform to the following Governmental
Accounting Standards Board (GASB) Statement:

> No. 48, Sales and Pledges of Receivables and Future Revenues and Intra-Entity Transfers of Assets and
Future Revenues.

This Statement improves financial reporting by establishing consistent measurement, recognition, and
disclosure requirements that apply to both governmental and business-type activities. This Statement
also improves the usefulness of financial reporting by requiring that specific relevant disclosures be
made to inform financial statement users about the unavailability of future revenues that have been
pledged or sold.

2. CASH AND INVESTMENTS

The following is a summary of pooled cash and investments and restricted cash and investments at June 30,
2008:

Government-Wide
Statement of
Net Assets
Governmental

Activities
Cash and investments $ 13,750,331
Restricted cash and investments 1,058,098
Total $ 14,808,429

Cash and investments consisted of $13,750,331 for operation and $1,058,098 as restricted with fiscal agent at
June 30, 2008. The Agency follows the practice of pooling cash and investments with the City for all funds.
Interest income earned on pooled cash and investments is allocated monthly to the various funds based on
the average monthly invested cash balance in each participating fund.

At June 30, 2008, all cash and investments of the Agency were pooled with the City and they are not
represented by specific, identifiable investment securities. Investment policies and associated risk
disclosures applicable to the Agency’s funds are those of the City and are included in the City’s basic
financial statements.
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Ridgecrest Redevelopment Agency
Notes to the Basic Financial Statements, Continued
For the year ended June 30, 2008

3. CAPITAL ASSETS
A. Government-Wide Financial Statements

The following is a summary of capital assets for governmental activities:

Balance Balance
July 1, 2007 Additions Deletions June 30, 2008
Land $ 1,726298 $ - % 4701 $ 1,721,597
Buildings and improvements 12,092,609 - - 12,092,609
13,818,907 - (4,701) 13,814,206
Less accumulated depreciation (7,223,695) (382,043) - (7,605,738)
Total governmental activities $ 6595212 % (382,043) $ (4701) $ 6,208,468

Governmental activities depreciation expense for capital assets for the year ended June 30, 2008 was
$382,043.

B. Fund Financial Statements

The fund financial statements do not present general government capital assets but are shown in the
Reconciliation of the Governmental Funds Balance Sheet to the Government-Wide Statement of Net
Assets.

4. ADVANCES FROM THE CITY OF RIDGECREST

The following is a summary of Advances from the City of Ridgecrest for governmental activities:

Balance Balance
June 30, 2007 Additions Deletions June 30, 2008
Wastewater Enterprise Fund Loan $ 1,000,000 $ - $ (200,000) $ 800,000
2005 Refunding Certificates of Participation 8,724,159 - (345,000) 8,379,159
$ 9,724,159 $ - $ (545,000) $ 9,179,159

Wastewater Enterprise Fund Loan

On June 19, 2002, the Wastewater Enterprise Fund loaned the Ridgecrest Redevelopment Agency Debt
Service Fund $2,000,000 for purposes of paying costs and expenses in connection with implementing the
Redevelopment plan. The loan is to be repaid over 10 years with the annual principal payment of $200,000.
The amount outstanding at June 30, 2008 was $800,000.
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Ridgecrest Redevelopment Agency

Notes to the Basic Financial Statements, Continued
For the year ended June 30, 2008

4. ADVANCES FROM THE CITY OF RIDGECREST, Continued

Wastewater Enterprise Fund Loan, Continued

The annual requirements to amortize the note are as follows:

Year Ending
June 30, Principal Interest Total
2009 $ 200,000 $ 40,000 $ 240,000
2010 200,000 30,000 230,000
2011 200,000 20,000 220,000
2012 200,000 10,000 210,000
Total $ 800,000 $ 100,000 $ 900,000

2005 Refunding Certificates of Participation

On November 22, 2005, the City issued Refunding Certificates of Participation in the amount of $10,275,000.
The Refunding Certificates of Participation represents undivided fractional interest to the owners in the
lease payments (both principal and interest) to be made by the City for the right to use certain real property
and improvements constituting the City’s Civic Center pursuant to the Lease Agreement dated November

1, 2005 by and between the City, as a lessee and the Agency as the lessor.

The City and the Agency have entered into a reimbursement agreement dated as of November 1, 2005,
pursuant to which the Agency has agreed to reimburse the City for all Lease payments. The Agency’s
reimbursement obligation is secured by a pledge of certain tax increment revenues arising in the Agency’s
Ridgecrest Redevelopment Project. Certain outstanding and future bonds of the Agency have or may have
a claim on tax increment revenues that is senior to the Agency’s reimbursement obligation under the
Reimbursement Agreement. The amount outstanding at June 30, 2008 was $8,379,159.

5. LONG-TERM DEBT

The following is a summary of long-term debt for the year ended June 30, 2008:

Balance Balance Due within Due in more

July 1, 2007 Additions Deletions June 30, 2008 one year than one year

1999 Refunding Tax Allocation Bonds $ 6,580,000 $ - $ (195000) $ 6385000 $ 205,000 $ 6,180,000
2002 Tax Allocation Refunding Bonds 2,470,000 - (365,000) 2,105,000 380,000 1,725,000
Total $ 9,050,000 $ - $ (560,000) $ 8,490,000 $ 585,000 $ 7,905,000
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Ridgecrest Redevelopment Agency

Notes to the Basic Financial Statements, Continued
For the year ended June 30, 2008

5. LONG-TERM DEBT, Continued

1999 Refunding Tax Allocation Bonds

The Agency issued its Ridgecrest Redevelopment Project 1999 Refunding Tax Allocation Bonds to provide
funds to refund the 1990 and 1991 Tax Allocation Bonds of the Agency, to fund a debt service reserve
account and to pay the costs of issuing the bonds.

The Agency has pledged a portion of future property tax revenue to repay the 1999 Refunding Tax
Allocation Bonds. Total principal and interest remaining on the bond is $10,791,002, payable through 2026.

The annual debt service requirements are as follows:

Year Ending
June 30, Principal Interest Total
2009 $ 205,000 $ 393,813 $ 598,813
2010 215,000 382,435 597,435
2011 230,000 370,288 600,288
2012 245,000 356,488 601,488
2013 260,000 341,788 601,788
2014-2018 1,545,000 1,451,502 2,996,502
2019-2023 2,090,000 906,250 2,996,250
2024-2026 1,595,000 203,438 1,798,438
Total $ 6,385,000 $ 4,406,002 $ 10,791,002

2002 Tax Allocation Refunding Bonds

Proceeds from the $4,475,000 2002 Tax Allocation Refunding Bonds were issued to refund the 1993 Tax
Allocation Refunding Bonds. The present value amount saved due to this refunding is $153,489. The new
bonds issued are due in annual installments ranging from $310,000 to $465,000 through June 30, 2013.
Interest rates range from 2% to 5% and is paid semi-annually.

The Agency has pledged a portion of future property tax revenue to repay the 2002 Tax Allocation
Refunding Bonds. Total principal and interest remaining on the bond is $2,424,200, payable through 2013.

The annual debt service requirements are as follows:

Year Ending
June 30, Principal Interest Total
2009 $ 380,000 % 101,300 % 481,300
2010 400,000 84,200 484,200
2011 420,000 65,200 485,200
2012 440,000 45,250 485,250
2013 465,000 23,250 488,250
Total $ 2,105,000 $ 319,200 % 2,424,200
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Ridgecrest Redevelopment Agency
Notes to the Basic Financial Statements, Continued
For the year ended June 30, 2008

6. PUBLIC EMPLOYEE’S RETIREMENT SYSTEM

The City contributes to the California Public Employee’s Retirement System (PERS). PERS acts as a common
investment and administrative agency for participating public entities within the State of California. The
Agency’s employees are covered under this plan as well. A more detailed disclosure of the pension plan
may be found in the audited financial statements for the City as of June 30, 2008. These financial statements
may be obtained from 100 W. California Avenue Ridgecrest, California 93555.

7. DEFICIT NET ASSETS AND FUND BALANCES

At June 30, 2008, the Agency had a deficit balance in its government-wide unrestricted net assets in the
amount of $(16,633,848). The deficit was due to long-term debt and advances from the City in excess of all
assets owned by the Agency. The Agency issued debt for redevelopment projects and the debt will be

repaid by the future property tax increments.

The following fund had a deficit fund balance, which is planned to be eliminated through the reduction in
future expenditures and/or the use of new funding sources:

Fund Fund Type Deficit

Debt Service Fund Major Governmental Fund $ (345,612)

8. COMMITMENTS AND CONTINGENCIES

Lawsuits - The Agency is presently involved in certain matters of litigation that have arisen in the normal
course of conducting Agency business. Agency management believes, based upon consultation with the
Agency Attorney, that these cases, in the aggregate, are not expected to result in a material adverse financial
impact on the Agency. Additionally, Agency management believes that the Agency’s insurance programs
are sufficient to cover any potential losses should an unfavorable outcome materialize.

As of June 30, 2008, in the opinion of Agency management, there were no additional outstanding matters
that would have a significant effect on the financial position of the Agency.
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Ridgecrest Redevelopment Agency

Required Supplementary Information
For the year ended June 30, 2008

1. BUDGETARY INFORMATION

The Agency is required by its municipal code to adopt an annual budget on or before June 30 for the
ensuing fiscal year. From the effective date of the budget, the amounts become the “annual appropriated
budget.”

The Governing Board may amend the budget by motion during the fiscal year.

Expenditures may not legally exceed appropriations at the fund level. Appropriations lapse at the end of
the fiscal year and are added to the following year’s budgeted appropriations.

Budget information is presented for the governmental fund types on a basis consistent with generally
accepted accounting principles. Budgeted revenue and expenditure amounts represent the original budget

modified for adjustments during the year.

Budget Comparison Schedule, Housing Set-Aside Special Revenue Fund

Positive
(Negative)
Budgeted Amounts Actual Variance with
Original Final Amounts Final Budget
Fund balance, July 1, 2007 $ 2,431,207 $ 2,431,207 $ 2,431,207 $ -
Resources (inflows):
Use of money and property 60,000 60,000 181,405 121,405
Other revenues - - 17,647 17,647
Transfers in 1,192,925 1,192,925 1,941,516 748,591
Amount available for appropriation 1,252,925 1,252,925 2,140,568 887,643
Charges to appropriations (outflows):
Community development 606,998 625,719 202,413 423,306
Transfers out 696,996 676,696 648,824 27,872
Total charges to appropriations 1,303,994 1,302,415 851,237 451,178
Excess of resources over (under)
charges to appropriations (51,069) (49,490) 1,289,331 1,338,821
Fund balance, June 30, 2008 $ 2,380,138 $ 2,381,717 $ 3,720,538 $ 1,338,821
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Ridgecrest Redevelopment Agency

Supplementary Information
For the year ended June 30, 2008

Budget Comparison Schedule - Debt Service Fund

Positive
(Negative)
Budgeted Amounts Actual Variance with
Original Final Amounts Final Budget
Fund balance, July 1, 2007 $ (3760314) $ (3,760,314) $ (3,760,314) $ -
Resources (inflows):
Taxes 4,117,311 4,117,311 7,360,406 3,243,095
Intergovernmental 200,000 200,000 222,725 22,725
Use of money and property 50,800 50,800 59,049 8,249
Transfers in 581,929 581,929 575,307 (6,622)
Amount available for appropriation 4,950,040 4,950,040 8,217,487 3,267,447
Charges to appropriations (outflows):
Community Development 1,314,165 1,314,165 40,724 1,273,441
Debt service:
Principal - - 560,000 (560,000)
Interest - - 522,166 (522,166)
Transfers out 4,610,251 4,589,951 3,679,895 (910,056)
Total charges to appropriations 5,924,416 5,904,116 4,802,785 (718,781)
Excess of resources over (under)
charges to appropriations (974,376) (954,076) 3,414,702 2,548,666
Fund balance, June 30, 2008 $  (4734690) $ (4714390) $ (345,612) $ 2,548,666
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Ridgecrest Redevelopment Agency

Supplementary Information, Continued
For the year ended June 30, 2008

Budget Comparison Schedule - Capital Projects Fund

Positive
(Negative)
Budgeted Amounts Actual Variance with
Original Final Amounts Final Budget
Fund balance, July 1, 2007 $ 2,246,776 $ 2,246,776 $ 2,246,776 $ -
Resources (inflows):
Use of money and property 75,000 75,000 142,231 67,231
Other revenue - - 769,269 769,269
Transfers In 2,630,608 2,630,608 1,337,743 (1,292,865)
Amount available for appropriation 2,705,608 2,705,608 2,249,243 (456,365)
Charges to appropriations (outflows):
Community Development 1,345,987 1,377,878 1,130,691 247,187
Transfers out 2,247,188 1,268,646 355,734 912,912
Total charges to appropriations 3,593,175 2,646,524 1,486,425 1,160,099
Excess of resources over (under)
charges to appropriations (887,567) 59,084 762,818 703,734
Fund balance, June 30, 2008 $ 1,359,209 $ 2,305,860 $ 3,009,594 $ 703,734
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Ridgecrest Redevelopment Agency

Capital Assets Used in the Operation of Governmental Funds
Schedule By Source*

June 30, 2008

GOVERNMENTAL FUNDS CAPITAL ASSETS:

Land $ 1,721,597
Buildings and improvements 12,092,609
Total governmental funds capital assets 13,814,206
Accumulated depreciation (7,605,738)
Total governmental funds capital assets, net
S 6208468
INVESTMENTS IN GOVERNMENTAL FUNDS CAPITAL ASSETS BY SOURCE:
Special revenue funds $ 13,814,206
Total governmental funds capital assets 13,814,206
Accumulated depreciation (7,605,738)
Total governmental funds capital assets, net $ 6,208,468

* This schedule presents only the capital asset balances related to governmental funds.
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Ridgecrest Redevelopment Agency

Capital Assets Used in the Operation of Governmental Funds
Schedule By Function and Activity*

June 30, 2008

GOVERNMENTAL FUNDS CAPITAL ASSETS:

Community development $

Total governmental funds capital assets

Accumulated depreciation

Total governmental funds capital assets, net $

Buildings and
Land Improvements Total
1,721,597 $ 12,092,609 $ 13,814,206
1,721,597 12,092,609 13,814,206
- (7,605,738) (7,605,738)
1,721,597 $ 4486871 $ 6,208,468

*

This schedule presents only the capital asset balances related to governmental funds.
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Ridgecrest Redevelopment Agency

Capital Assets Used in the Operation of Governmental Funds
Schedule of Changes By Function and Activity*

For the year ended June 30, 2008

Balance Retirements Balance

June 30, 2007 Additions or Transfers June 30, 2008

FUNCTION AND ACTIVITY:
Community development $ 13,818,907 $ - % (4,701) $ 13,814,206
Total governmental funds capital assets 13,818,907 - (4,701) 13,814,206
Accumulated depreciation (7,223,695) (382,043) - (7,605,738)
Total governmental funds capital assets, net $ (7,223,695 $ (382,043) % - $ 6,208,468

* This schedule presents only the capital asset balances related to governmental funds.
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Caporicci & Larson
Certified Public Accountants

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

To the Members of the Governing Board
of the Ridgecrest Redevelopment Agency
Ridgecrest, California

We have audited the financial statements of the Ridgecrest Redevelopment Agency (Agency), a
component unit of the City of Ridgecrest, California (City), as of and for the year ended June 30,
2008, and have issued our report thereon dated December 18, 2008. We conducted our audit in
accordance with generally accepted auditing standards in the United States 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 Agency’s internal control over
financial reporting in order to determine our auditing procedures for the purpose of expressing
our opinion on the basic financial statements and not to provide assurance on the internal
control over financial reporting, 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 a remote likelihood that a misstatement of the Agency’s basic financial statements
that 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 basic 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 and would not necessarily identify all deficiencies in internal
control that might be significant deficiencies or material weaknesses. However, 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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Oakland Orange County Sacramento San Diego
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To the Members of the Governing Board

of the Ridgecrest Redevelopment Agency
Ridgecrest, California
Page 2

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, regulations, contracts, and grant agreements, noncompliance with which could have a
direct and material effect on the determination of financial statement amounts. Such provisions
included those provisions of laws identified in the Guidelines for Compliance Audits of California
Redevelopment Agencies, issued by the State Controller and as interpreted in the Suggested
Auditing Procedures for Accomplishing Compliance Audits of California Redevelopment Agencies,
issued by the Governmental Accounting and Auditing Committee of the California Society of
Certified Public Accountants. 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.

This report is intended solely for the information and use of management, the Board of
Directors of the Agency, others within the entity, and the State Controller and is not intended to
be and should not be used by anyone other than these specified parties. However, this report is
a matter of public record and its distribution is not limited.

San Diego, California
December 18, 2008
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Ridgecrest Redevelopment Agency
Schedule of Findings and Questioned Costs
For the year ended June 30, 2008

A.

2007-1

CURRENT YEAR FINDINGS AND QUESTIONED COSTS

No findings were noted for the year ended June 30, 2008.

STATUS OF PRIOR YEAR FINDINGS AND QUESTIONED COSTS
Five-Year Implementation Plans

Criteria

In accordance with Guidelines for Compliance Audits of California Redevelopment Agencies,
“Redevelopment agencies must produce Implementation Plans, in accordance with Health & Safety
Code §33490 and §33413(b), for each project area every five years and have the first plan adopted by
December 31, 1994, or within five years following the adoption of the redevelopment plan in cases
under which the redevelopment plans were adopted on or after January 1, 1994. Each plan must
contain certain items.”

In accordance with Health and Safety Code §33080.1: “(d) A description of the agency's progress,
including specific actions and expenditures, in alleviating blight in the previous fiscal year.”

Condition
During the performance of our audit for the year ended June 30, 2007, we noted that a Five-Year
Implementation Plan was not finalized and adopted by the Agency.

Questioned Costs
None.

Context and Effect
The Agency should have a control in place to ensure that the Agency is in compliance with the
Health and Safety Code.

Recommendation
We recommend that the Agency finalize and adopt a Five-Year Implementation Plan pursuant to
Health and Safety Code §33490 and §33413(b).

Status
Implemented.
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