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CITY OF REEDLEY
NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2007

CASH AND CASH EQUIVALENTS

California law authorizes the City to invest in obligations of the United States Treasury,
agencies and instrumentalities, certificates of deposit of time deposits in banks and savings
and loan associations which are insured by the Federal Deposit Insurance Corporation. The
following is a summary of cash as of June 30, 2007:

Cash on hand _ $ 2,500
Cash with fiscal agents 13,789,651
Deposits 1,417,217
Local Agency Investment Fund 8,744,300
Securities 1,249,514

$ 25,203.182

The City’s investments with LAIF at June 30, 2007 include a portion of the pooled funds
invested in derivatives and similar transactions. These investments may include the
following:

Derivatives products are financial instruments whose market value is derived from a
reference rate, index, or value of an underlying asset.

Structured notes are debt securities {other than asset-backed securities) whose cash-flow
characteristics (coupon rate, redemption amount, or stated maturity) depend upon one or
more indices and/or that have embedded forwards or options.

Asset-backed securities, the bulk of which are mortgage-backed securities, entitle their
purchasers to receive a share of the cash flows from a pool of assets such as principal and
interest repayments from a pool of mortgages (such as CMOs) or credit card receivables.

As of June 30, 2007, the City had $8,744,300 invested in LAIF.

Cash held by fiscal agents amounted to $13,789,651 as of June 30, 2007. Fiscal agents hold

these funds for disbursements related only to debt service and fixed asset acquisition. See
Note 5 for further discussion.

CAPITAL ASSETS

Capital assets (property, plant and equipment) of governmental activities (including capital
assets of the internal service fund), consisted of the following as of June 30, 2007:
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CITY OF REEDLEY
NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2007

3. CAPITAL ASSETS, Continued

Land $ 2,792,382
Buildings 1,388,765
Improvements 5,805,790
Vehicles 3,405,094
Equipment 1.227.505
Total capital assets 14,619,536

Allowance for depreciation (4,738.900)
0,880,636

Capital assets in the proprietary funds as of June 30, 2007, consisted of the following:

Enterprise Internal
Funds Service Fund
Land $ 529663 % 10,445
Building 970,532 10,542
Improvements 11,571,857
Furniture and equipment 7,727,004 194,462
Vehicles 2,527,886 366.322
Total 23,326,942 581,771
Allowance for depreciation (9.825,038) (537.,626)

$§ 13501904 § 44,145

4. LONG-TERM LIABILITIES (GOVERNMENTAL ACTIVITIES)

During the year ended June 30, 2007, the following changes occurred to long-term liabilities
of governmental activities:

Balance Balance
July 1, 2006 Additions Retirements  June 30, 2007

Compensated absences $ 352,734 % $ 23944 % 328,790
Capital lease obligation - 245,737 21,229 224,508
Capital lease obligation 469.437 86,784 382,653

$ 1067908 $ $ 131957 § 935951
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CITY OF REEDLEY
NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2007

LONG-TERM LIABILITIES (GOVERNMENTAL ACTIVITIES), Continued

Capital lease obligations:

The City is liable for two capital lease obligations used to finance the acquisition of new fire
and street maintenance equipment. Provisions of the leases require annual payments of

$137,187, including interest various rates. Annual debt requirements of the leases are as
follows:

Year Ending June 30 _ Principal Interest Total
2008 $ 22200 $ 0732 §% 31,932
2009 113,414 23,773 137,187
2010 118,026 19,161 137,187
2011 - 122,826 14,361 137,187
2012 127,822 9,365 137,187
2013 27,767 4,165 31,932
2014 29,038 2,894 31,932
2015 30,367 1,565 31,932
2016 15,701 265 15,966

Total $ 607.161 % 85281 § 692,442

LONG-TERM LIABILITIES (PROPRIETARY FUNDS)

During the year ended June 30, 2007, the following changes occurred in the long-term debt
of the proprietary funds:

Balance Balance
July 1, 2006 Additions Retirements  June 30, 2007

Revenue bonds payable  $ 1,365,000 $ $ 130,000 $ 1,235,000
Revenue bonds payable 15,250,000 - 15,250,000
Revenue bonds payable 4,155,000 4,155,000
Note payable 1,743,500 1,743,500

Capital lease payable 425,980 57,914 368,066
Capital lease payable 82,073 82,073

Advance from other fund 281,401 10,003 271,398
Advance from other fund 198.000 211 197,789

$ 4095954 $ 19405000 $ 2023701 §$ 21.477.253
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CITY OF REEDLEY
NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2007

5. LONG-TERM LIABILITIES (PROPRIETARY FUNDS), Continued
Revenue Bonds Payable

The 2006 Reedley Public Financing Authority Lease Revenue Refunding Bonds
(Wastewater Treatment Plant Project) in the amount of $1,950,000 were issued on
December 18, 2006. Interest on the bonds ranges from 2.00% to 4.55%. The City signed a
lease agreement with the Authority with loan payments plus interest due June 1 of each year
beginning in 2003 through 2015. The bonds are subject to optional redemption on of after
June 1, 2011, with mandatory redemption on June 1, 2015. The annual debt requirements
due under the terms of the bonds are as follows:

Year Ending June 30 _ Principal Interest Total
2008 $ 135,000 § 50,075 §$ 185,075
2009 140,000 45,215 185,215
2010 145,000 30,965 184,965
2011 150,000 34,382 184,382
2012 155,000 28,383 183,383
2013 165,000 22,028 187,028
2014 170,000 15,097 185,097
2015 175,000 7.187 182,787
Total $ 1235000 §$§ 242932 § 1477932

The Trust Agreement signed by the City upon the issuance of the Lease Revenue Refunding
Bonds requires that a separate Reserve Account be established and that the Reserve Account
maintain an amount equal to the Reserve Requirement which is $187,028. In addition, the
Continuing Disclosure Agreement requires an Annual Rate Covenant Test. The following
presentation satisfies those requirements:

Reserve Account balance as of June 30, 2007 $ 184,300

Annual Rate Covenant Test:
Annual Rate Covenant (110 percent of Maximum

Annual Debt Service on the Bonds) $ 205.730
Sewer Utility Fund Wastewater Gross Revenue $ 2,657,942
Sewer Utility Fund Wastewater Operation and

Maintenance Costs 1,338,431

Sewer Utility Fund Wastewater System "Net
Revenues" (exceeds Annual Rate Covenant) $ 1,319,511

The City did not maintain a balance in the Reserve Account equal to or greater than the Reserve
Requirement. The deficiency amounted to $2,728.
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CITY OF REEDLEY _
NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2007

LONG-TERM LIABILITIES (PROPRIETARY FUNDS), Continued
Revenue Bonds Payable (continued)

The 2007 Reedley Public Financing Authority Wastewater Revenue Bonds in the amount of
$4,155,000 were issued on April 10, 2007. Interest on the bonds ranges from 3.550% to
4.400%. The City signed an agreement with the Authority with loan payments plus interest
due June 1 of each year beginning in 2008 through 2037. The annual debt requirements due
under the terms of the bonds are as follows:

Year Ending June 30 __ Principal Interest Total
2008 $ 75,000 $ 195,538 % 270,538
2009 75,000 174,651 249,651
2010 80,000 171,651 251,651
2011 80,000 168,451 248,451
2012 85,000 165,251 250,251

2013 - 2017 480,000 712,456 1,252,456
2018 -2022 575,000 668,174 1,243,174
2023 - 2027 715,000 533,619 1,248,619
2028 - 2032 890,000 362,338 1,252,338
2033 - 2037 1,100,000 149,600 1,249,600
Total $ 4155000 $ 3,361,729 $_7516,729

The 2007 Reedley Public Financing Authority Water Revenue Bonds in the amount of
$15,250,000 were issued on May 11, 2007. Interest on the bonds ranges from 4.000% to
5.000%. The City signed an agreement with the Authority with loan payments plus interest
due September 1 of each year beginning in 2008 through 2037. The annual debt
requirements due under the terms of the bonds are as follows:

Year Ending June 30 _ Principal Interest Total
2008 $ $ 509,036 $ 509,036
2009 260,000 656,363 916,363
2010 275,000 645,662 920,662
2011 285,000 634,463 919,463
2012 295,000 622,862 017,862
2013 305,000 610,863 015,863

2014 - 2018 1,730,000 2,854,537 4,584,537
2019 - 2023 2,140,000 2,435,038 4,575,038
2024 - 2028 2,640,000 1,929,322 4,569,322
2029 — 2033 3,265,000 1,285,509 4,550,509
2034 - 2038 4,055,000 472,387 4,527,387
Total $.15250,000 $ 12656042 $ 27,906,042
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CITY OF REEDLEY
NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2007

LONG-TERM LIABILITIES (PROPRIETARY FUNDS), Continued

Capital Leases Payable

On December 22, 2006, the Disposal Fund acquired a refuse vehicle and financed the
purchase with a capital lease. Terms of the agreement call for quarterly payments of

$18,928. The obligation bears interest at the rate of 4.40 percent per annum. The annual
debt requirements due under the terms of the lease are as follows:

Year Ending June 30 Principal Interest Total
2008 $ 60,506 § 15205 §$ 75,711
2009. 63,211 12,499 75,710
2010 66,038 9672 75,710
2011 68,993 6,718 75,711
2012 72,078 3,632 75,710
2013 37,240 615 37.855
Total $ 368,066 § 48341 § 416,407

On April 21, 2005, the Disposal Fund acquired two refuse vehicles and financed the
purchase with a capital lease. Terms of the agreement call for one remaining annual
payment of $84,959. The obligation bears interest at the rate of 3.52 percent per annum.

Advances from Other Funds

On July 1, 2005, the Airport Fund borrowed $300,000 from the Water Fund to finance
airport expansion. Terms of the agreement call for annual payments from the Airport Fund
to the Water Fund of $24,073. The obligation bears interest at the rate of 5.00 percent per
annum. The annual debt requirements due under the terms of the loan are as follows:

Year Ending June 30 __ Principal Interest Total
2008 $ 10,503 § 13,570 $ 24,073
2009 11,028 13,044 24,072
2010 11,579 12,494 24,073
2011 12,158 11,915 24,073
2012 12,766 11,306 24,072
2013 - 2017 74,070 46,294 120,364
2018 - 2022 94,533 25,831 120,364
2023 - 2024 44,761 3.385 48,146
Total $ 271398 § 137,839 §$ 409,237
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CITY OF REEDLEY
NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2007

LONG-TERM LIABILITIES (PROPRIETARY FUNDS), Continued
Advances from Other Funds (continued)

On October 12, 2006, the Airport Fund borrowed $198,000 from the General Fund to
finance airport expansion. Terms of the agreement call for annual payments from the
Airport Fund to the General Fund of $17,544. The obligation bears interest at the rate of
5.00 percent per annum., The annual debt requirements due under the terms of the loan are
as follows: '

Year Ending June 30 Principal Interest Total
2008 $ 7654 §$ 0,800 $ 17,544
2009 8,037 9,506 17,543
2010 8,439 9,105 17,544
2011 8,861 8,683 17,544
2012 9,304 2,240 17,544
2013 - 2017 53,979 33,739 87,718
2018 - 2022 68,804 18,825 87,719
2023 -2024 32.621 2,467 35,088
Total $ 197,780 % 100,455 $ 298,244
PENSION PLAN

Plan Description: The City contributes to the California Public Employees’ Retirement
System (PERS), an agent multiple-employer public employee defined benefit pension plan.
PERS provides retirement and disability benefits, annual cost-of-living adjustments and
death benefits to plan members and beneficiaries. PERS acis 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 seven percent (nine percent for
safety employees) of their annual covered salary. The City makes the contributions 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 9.210 percent for non-safety employees
and 17.384 percent for safety employees of annual covered payroll. The contribution
requirements of plan members and the City are established and may be amended by PERS.
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CITY OF REEDLEY
NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2007

PENSION PLAN, Continued

Annual Pension Cost: For the year ended June 30, 2007, the City’s annual pension cost of
$983,410 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 entry
age normal actuarial cost method. The actuarial assumptions included (a) 7.75 percent
investment rate of return (net of administrative expenses), (b) projected annual salary
increases that vary by duration of service and (c) 3.25 percent per year cost-of-living
adjustments. Both (a) and (b) included an inflation component of 3.00 percent. 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 15-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 15 years as of the valuation date.

FIVE-YEAR TREND INFORMATION FOR PERS

Fiscal Percentage of
Year Annual Pension Cost (APC)  APC Contributed Net Pension Obligation

6/30/01 $ 230,634 100 $ -0-
6/30/02 271,607 100 -0-
6/30/03 331,556 100 -0-
6/30/04 387,078 100 -0-
6/30/05 581,132 100 -0-
6/30/06 804,604 100 -0-
6/30/07 983,410 100 -0-

Required supplementary information:

Entry Age
Normal Actuarial  Unfunded Annual
Valuation  Accrued Value Liability Funded Covered UL asa
Date Liabilities of Assets (UL) Ratig Payroli % of Payroll

6/30/2003  $3,845,139,281 $3,418,774,894 $426,364,387 88.9% $ 879,405,161 438.5%
6/30/2004  3,998,570,404 3,487,445,398 511,125,006 87.2% 808,595,724 56.9%
6/3012005 4,216,971,405 3,694,011,221 522,960,184 87.6% 916,492,750 57.1%
6/30/2006  4,227,681,460 3,744,285,644 483,395,816 38.6% 876,986,725 55.1%

Information for the year ended June 30, 2007 is not yet available.
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CITY OF REEDLEY
NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2007
FUND BALANCE

Fund Balances Reservations/Designations

Fund balances as of June 30, 2007, have been reserved or designated for the following
purposes:

Special
General Revenue
Reserved or designated for

Encumbrances $ 449791 $ 786,901
Noncurrent receivables 190,135
Generalities 1,000,000

Total reserved or designated 1,639,926 786,901

Unreserved and undesignated 956,728 6,245,715

2 54 § 7032616

Fund Balance and Retained Earnings Deficits

The following is a summary of deficit fund balances and retained earnings as of June 30,
2007:

Special revenue funds
Opera House $ 213,547
Enterprise funds: '
Transit 3,396
RISK MANAGEMENT

The City participates with other public entities in a joint venture under a joint powers
agreement which establishes the Central San Joaquin Valley Risk Management Authority
(CSIVRMA). The relationship between the City and CSTVRMA is such that CSIVRMA 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 liability claim through the
CSJVRMA. 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 Lability losses under $50,000. The CSIVRMA participates in an excess pool, which
provides general liability coverage from $1,000,000 to $15,000,000.
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