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INGLEWOOD REDEVELOPMENT AGENCY
Notes to the Basic Financial Statements

Year Ended September 30, 2008

Nature and Operations of the Inglewood Redevelopment Agency

(2)

The Redevelopment Agency of the City of Inglewood (Agency) is a separate
governmental entity which was created on August 7, 1969 pursuant to the Community
Redevelopment Law of the State of California Health and Safety Code; however, the
Agency is a component unit of the City of Inglewood (City) and its financial activities
have been blended with the financial activities of the City for purposes of financial
reporting. The Agency has responsibility for elimination of blight within the limits of the
City by preparing and carrying out redevelopment plans for area improvements and
rehabilitation. To meet these goals, the Agency originally created six project areas: In-
Town, La Cienega, North Inglewood Industrial Park (“North Inglewood”), Manchester-
Prairie, Century and Imperial. Each redevelopment project involved a separate area of
the City. In July of 1996, these project areas were merged to create one project area for
financing purposes, facﬂltatmg improved use of resources. The general policy of the
Agency 1s to develop such projects only to the point at which they can be sold to third
parties or returned to the City as capital improvements.

The members of the City Council of the City also act as members of the Board of
Directors of the Agency. Similarly, the officers of the City serve as officers of the
Agency. Facilities, equipment and administrative, financial and legal services are
provided to the Agency by the City, for which the City is reimbursed. The primary
sources of revenue for the Agency are property tax increments, real estate sales, and bond
proceeds.

Summary of Significant Accounting Policies

(a)  Basis of Presentation

Government - wide Financial Statements

The statement of net assets and statement of activities display information about
the Agency’s activities. These statements include the financial activities of the
Agency. These statements present the Agency’s governmental activities, which
normally are supported by taxes and intergovernmental revenues.

The statement of activities presents a comparison between program expenses and
program revenues for each function of the Agency’s governmental activities.
Program expenses include such direct expenses that are specifically associated
with a program or function and; therefore, 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 instead as general revenues.



INGLEWOOD REDEVELOPMENT AGENCY
Notes to the Basic Financial Statements

(Continued)

(2)  Summary of Significant Accounting Policies, (Continued)

(b)

Government - wide Financial Statements, (Continued)

When an expense is incurred for a purpose for which both restricted and
unrestricted net assets are available, management has discretion as to which
resources apply. It is the Agency’s policy to use restricted resources before
unrestricted resources.

Fund Financial Statements

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

The Agency reports the following Debt Service and Capital Projects Funds as
major governmental funds:

Debt Service Funds are used to account for the accumulation of resources for, and
the payment of, long-term debt principal and interest. Redevelopment tax
allocation debt service funds are as follows:

Merged Redevelopment Project Area Debt Service Fund
Merged Redevelopment Revenue Debt Service Fund
Subordinate Lien 2007 A-1, A-T

Subordinate Lien 2007 A-H

Capital Projects Funds are used to account for financial resources to be used for
the acquisition or construction of major capital facilities. Redevelopment capital
projects funds are as follows:

e Merged Redevelopment Project Area Capital Projects Fund
e Low/Moderate Income Housing Fund

Basis of Accounting

The government-wide 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 Agency gives (or receives) value without directly
receiving (or giving) equal value in exchange, include property taxes, special
assessments, grants, entitlements and donations. On an accrual basis, revenue
from property taxes is recognized in the fiscal year for which the taxes are levied.
Revenues from grants, entitlements and donations are recognized in the fiscal year
in which all eligible requirements have been satisfied.
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INGLEWOOD REDEVELOPMENT AGENCY
Notes to the Basic Financial Statements

(Continued)

Summary of Significant Accounting Policies, (Continued)

(c)

Governmental fund type financial statements are reported using the current
financial resources measurement focus and the modified accrual basis of
accounting. Under this method, revenues and other governmental fund type
financial resources are recognized when they become susceptible to accrual-that
1s, when they become both measurable and available. Revenues are considered to
be available when they are collectible within the current period or soon enough
thereafter to pay liabilities of the current period. Property taxes are considered
available and are accrued when received within sixty days after fiscal year-end.

Revenue received from expenditure driven (cost-reimbursement) grants, contracts
and other nonexchange transactions, as defined by GASB Statement No. 33,
Accounting and Financial Reporting for Nonexchange Transactions, are
considered available and accrued if expected to be received within twelve months
after fiscal year-end.

Cash and Investments and Cash and Investments with Fiscal Agent

(d)

The Agency’s cash from operations is deposited in the City Treasury. The City
pools its funds with other government agencies in the City and invests them as
prescribed by the California Government Code. The Agency’s deposits in the
City pool may be accessed at any time. The Agency is allocated interest income
on monies deposited with the City based on its average yearly proportional share
of the pooled cash and investments. All pooled investments and investments with
fiscal agent are carried at fair value.

Property Taxes

(e)

The valuation of all taxable property is determined as of January 1 each year by
the County of Los Angeles. Property taxes are levied and due in two equal
installments on the following November 1 and February 1. They become
delinquent if not paid by December 10 and April 10, respectively. Property taxes
are remitted periodically to the Agency during the fiscal year and are net of a
County administrative charge.

Land Held for Resale

(£)

Land acquired by the Agency for future development and sale is valued at the
lower of cost or net realizable- value and is offset by a reservation of fund balance
to indicate that the assets do not constitute available spendable resources.

Capital Assets

Capital assets, which include property (e.g. land), plant (e.g. buildings,
improvements), and equipment (e.g. vehicles, computers, office equipment) are
reported in the government-wide financial statements. Capital assets are recorded
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INGLEWOOD REDEVELOPMENT AGENCY
Notes to the Basic Financial Statements

(Continued)

Summary of Significant Accounting Policies, (Continued)

(g)

at historical cost or estimated cost if purchased or constructed. Donated capital
assets are recorded at estimated fair value at the date of donation.

The costs of normal maintenance and repairs that do not add to the value of the
assets or materially extend asset lives are not capitalized. The capitalization
thresholds are $5,000 for equipment and all buildings, improvements and
infrastructure with a useful life of greater than one year.

Capital assets are depreciated using the straight-line method over the following
estimated useful lives:

Senior Center 30 years
Parking Structures 30 years

Long-term Debt

The Agency reports long-term debt of governmental funds at net book value (i.e.,
face value adjusted by any premiums, discounts, and deferred amounts on
refundings) in the government-wide statement of net assets. Certain other
governmental fund obligations not expected to be financed with current available
financial resources are also reported in the government-wide statement of net
assets. At September 30, 2008, the face value of the debt equaled the net book
value. In the government-wide financial statements, long-term debt and other
long-term obligations are reported as liabilities in the applicable governmental
activities.

Interfund Transactions

(h)

(1)

Services provided, deemed to be at market or near market rates, are treated as
revenues and expenditures/expenses. Reimbursements are when one fund incurs a
cost, charges the appropriate benefiting fund and reduces its related cost as a
reimbursement. All other interfund transactions are treated as transfers. Transfers
between governmental funds are netted as part of the reconciliation to the
government-wide presentation.

Net Assets/Fund Balances

The government-wide financial statements utilize a net assets presentation. Net
assets are categorized as invested capital assets (net of related debt), restricted and
unrestricted.

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

11
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INGLEWOOD REDEVELOPMENT AGENCY
Notes to the Basic Financial Statements

(Continued)

Summary of Significant Accounting Policies, (Continued)

()

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

o Unrestricted Net Assets - This category represents net assets of the
Agency, not restricted for any project or other purpose.

Reservations/Designations

(k)

In fund financial statements, reservations of fund balance represent amounts that
are not appropriable or are legally segregated for a specific purpose. Designations
of fund balance represent tentative management plans that are subject to change.

Budgetary Information

)]

The Governing Board approves each year’s budget submitted by the Executive
Director prior to the beginning of the new fiscal year.  Supplemental
appropriations, where required during the period are also approved by the
Governing Board.  Intradepartmental budget changes are approved by the
Executive Director. In most cases, expenditures may not exceed appropriations at
the fund level. At fiscal year- end, all operating budget appropriations lapse.
There were no significant changes to the budget during the fiscal year.

Formal budgetary information is employed as a management control device during
the year for the Debt Service and Capital Projects Funds. The budgets for all
Governmental Funds are adopted on a basis consistent with generally accepted
accounting principles.

Estimates

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

12



INGLEWOOD REDEVELOPMENT AGENCY
Notes to the Basic Financial Statements

(Continued)

Cash and Investments

Cash and investments as of September 30, 2008 are classified in the accompanying
financial statements as follows:

Statement of net assets:

Cash and investments $ 63,675,202
Cash and investments with fiscal agent 111,293,499
Total cash and investments $174,968.701

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

Investments $174.968.701
Total cash and investments $174.968.701

Equity in the Cash and Investment Pool of the City of Inglewood

The Agency has no separate investments other than the Local Agency Investment Fund,
cash and investments held by fiscal agent and the Agency’s equity in the cash and
investment pool managed by the City of Inglewood. The Agency is a voluntary
participant in that pool. This pool is governed by and under the regulatory oversight of
the Investment Policy adopted by the City Council of the City of Inglewood. The Agency
has adopted an investment policy separate from that of the City of Inglewood. The fair
value of the Agency’s investment in this pool is reported in the accompanying financial
statements at amounts based upon the Agency’s pro-rata share of the fair value calculated
by the City for the entire City portfolio. The balance available for withdrawal is based on
the accounting records maintained by the City, which are recorded on an original cost
basis.

Investments Authorized by Debt Agreements

Investments of debt proceeds with fiscal agent are governed by provisions of the debt
agreements, rather than the general provisions of the California Government Code or the
Agency’s investment policy. The table below identifies the investment types that are
authorized for investments with fiscal agent. The table also identifies certain provisions
of these debt agreements that address interest rate risk and concentration of credit risk.

13



INGLEWOOD REDEVELOPMENT AGENCY
Notes to the Basic Financial Statements

(Continued)

Cash and Investments, (Continued)

Maximum Maximum
Authorized Maximum Percentage Investment
Investment Type Maturity Allowed in One Issuer

U.S. Treasury Obligations None None None
U.S. Agency Securities None None None
Banker's Acceptances 180 days None None
Commercial Paper 270 days None None
Money Market Mutual Funds N/A None None
Investment Agreements 30 years 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 is to changes in market interest rates. One of the
ways that the Agency manages its exposure to interest rate risk is by purchasing a
combination of shorter term and longer term investments and by timing cash flows from
maturities so that a portion of the portfolio is maturing or coming close to maturity
evenly over time as necessary to provide the cash flow and liquidity needed for
operations.

Information about the Agency’s exposure to interest rate risk as a result of its equity in
the cash and investment pool of the City of Inglewood is provided by disclosures in the
notes to the basic financial statements of the City of Inglewood that shows the
distribution of the City’s investments by maturity.

The following table shows the distribution of the Agency’s investments by maturity,
including investments held by bond trustees or fiscal agents:

Remaining Maturity

12 Months 13to 24 25-60 More Than
Investment Tvpe Total Or Less Months Months 60 Months
Local Agency Investment
Fund $ 40.000,000 40,000,000 - - -
City investment pool 23.675.202 23,675,202 - - -
Held by bond trustee:
Money market funds 111.293.499  111.293.499 - - -
Total $174.968.701 _174.968.701 - - -

14



INGLEWOOD REDEVELOPMENT AGENCY
Notes to the Basic Financial Statements

(Continued)

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

Minimum  Exempt Rating as of Year End
Legal From Not
Investment Tvpe Total Rating Disclosure AAA Rated
Local Agency Investment
Fund $ 40,000,000  N/A - - 40,000,000
City investment pool 23.675.202 N/A - - 23.675.202
Held by bond trustee:
Money market funds 111.293.499 A - 111.293.499 -
Total $174.968.701 - 111.293 499 63.675.202

Custodial Credit Risk

Custodial credit risk for deposits is the risk that, in the event of the failure of a depository
financial institution, a government will not be able to recover its deposits or will not be
able to recover collateral securities that are in the possession of an outside party. The
custodial credit risk for investments is the risk that, in the event of a failure of the
counterparty (e.g., broker-dealer) to a transaction, a government will not be able to
recover the value of its investment or collateral securities that are in the possession of
another party. The California Government Code and the Entity’s investment policy do
not contain legal or policy requirements that would limit the exposure to custodial credit
risk for deposits or investments, 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 Agency deposits by pledging first trust deed mortgage
notes having a value of 150% of the secured public deposits.



INGLEWOOD REDEVELOPMENT AGENCY
Notes to the Basic Financial Statements

(Continued)

Cash and Investments, (Continued)

4

The Agency’s deposits are pooled with the City of Inglewood. Additional disclosures
regarding custodial credit risk is applicable to the City as a whole and is included in the
City’s basic financial statements.

For the investments with fiscal agent, the fiscal agent selects the investment under the
terms of the applicable trust agreement, acquires the investment, and holds the investment
on behalf of the reporting government.

Investment in State Investment Pool

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

Interfund Transactions

The following schedule briefly summarizes the Agency’s transfer activity:

Transfers in Transfers out Amount
Merged Redevelopment Revenue — Merged Redevelopment —
Debt Service Debt Service $ 7.750.000 (A)
Merged Redevelopment — Capital Merged Redevelopment Revenue —
Projects Debt Service 7.750.000 (B)
Low and Moderate Housing Merged Redevelopment —
Debt Service 4.130.664 (C)
$19.581,439

The following describes the significant transfers in and transfers out included in the
financial statements:

(A) Transfer of excess tax increment revenue to a debt service fund as required by the
Bond.

(B) Transfer of excess tax increment revenue to fund ongoing development projects.

(C) To transfer remaining tax increment net of pass through payments, 20% set aside
and debt service payments to the Capital Projects Fund.

16



INGLEWOOD REDEVELOPMENT AGENCY
Notes to the Basic Financial Statements

(Continued)

(5)  Capital Assets

Capital asset activity for the year ended September 30, 2008 was as follows:

Restated*
Balance Balance
October September
Governmental Activities: 1, 2007 Additions Retirement 30, 2008
Capital assets, not being depreciated:
Land $ 710.000 - - 710,000
Capital assets, depreciated:
Senior center 677,000 - - 677,000
Parking structures 6,810,000 - - 6.810,000
Total capital assets,
depreciable 7.487.000 - - 7.487.000
Less accumulated depreciation for:
Senior center (153,267)  (22,567) - (175,834)
Parking structures (1,658.417) (227,000) - (1.885.417)
Total accumulated
depreciation (1.811.684) (249,567) - (2,061.251)
Net depreciable assets 5675316 (249.567) - 5.425.749
Governmental activities
capital assets, net $ 6,385,316 (249.567) - 6,135,749

* Restatements have been reflected in the October 1, 2007 balances based upon capitalized land
that was previously held for resale.

Depreciation
Depreciation expense was charged to governmental functions as follows:

Community Development $249.567

17
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INGLEWOOD REDEVELOPMENT AGENCY
Notes to the Basic Financial Statements

(Continued)

Long-Term Obligations

Notes Payable

During the 1994 fiscal year, the Agency entered into an agreement with Vons Company,
Inc. for the construction of a store within the Manchester-Prairie Project Area, now part
of the Merged Redevelopment Project Area. In conjunction with this agreement, the
Agency issued a promissory note to repay the developer for value received. Part A of the
note requires repayment of $1,500,000 principal with interest accruing at 7.5% on the
unpaid principal. Annual payments are to equal 60% of sales tax generated from the site
and principal will increase by any excess in accrued interest over payment. Part A of the
note expires June 1, 2013. The Agency will be under no further obligation to repay
principal and interest after the expiration date except for tax amounts attributable to
periods prior to the expiration date. As of September 30, 2008, accrued interest and
principal due on the note was $3,336,678. The annual debt service requirement on the
note has been estimated based on the current year payment, increasing approximately 3%
each year.

Tax Allocation Bonds Pavable

Tax Allocation Bonds are secured by all tax increment revenue, which is deposited
directly with the fiscal agent and recorded in the Debt Service Funds. Cash and
investments in the custody of the fiscal agent are restricted by the bond resolutions for
payment of principal and interest on the Tax Allocation Bonds. In addition, the bond
resolutions require retention of funds held by the fiscal agent prior to use for other than
debt service.

The Agency is in compliance with the covenants contained in the various debt indentures,
which require the establishment of certain specific accounts for the Tax Allocation
Bonds. The Agency is required to deposit all surplus tax revenues into a special surplus
tax revenue fund. During the fiscal year ended September 30, 2008, the Agency
deposited surplus revenues in the Merged Redevelopment Revenue Fund as required by
the indentures.

On December 13, 2007, the Agency issued Merged Redevelopment Project Subordinate
Lien Tax Allocation Bonds, Series 2007A (2007 A Bonds).

18
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INGLEWOOD REDEVELOPMENT AGENCY

Notes to the Basic Financial Statements

(Continued)

Long-Term Obligations, (Continued)

Notes Payable & Tax Allocation Bonds Pavable

A summary of long-term debt obligations follows:

Annual
Principal
Tvpe of indebtedness (purpose) Maturity  Interest Rates Installments
Note Payable: 06/01/13 7.50% $0-2.757.000
Vons Company, Inc.
Tax Allocation Bond Payable:
Merged Redevelopment Project
Tax allocation refunding 465,000 -
bonds series 1998 A 05/01/23  4.00%-5.25% 2,305,000
Merged Redevelopment Project
Tax allocation refunding 630,000 -
bonds series 2003 A 05/01/31  4.30%4.71% 1,555,000
Merged Redevelopment Project
Subordinate lien tax allocation 88.000 -
bonds series 2003 05/01/31  5.00%-6.50% 1,390,000
Merged Redevelopment Project
Subordinate lien tax allocation 170,000 -
bonds series 2007 05/1/38 3.25%-6.30% 4,890,000

Total notes and tax
allocation bonds
payable

Original Issue
Amount

$ 2.000,000

38,960,000

16,157,175

10,993,749

110.080.000

Outstanding at
September 30,
2008

3,336,678

27,100,000

16,157,175

10,993,749

110.080.000

$178.190.924

167.667.602

As of September 30, 2008, annual debt service requirements of maturity are as follows:

Fiscal Year Ending
September 30

2009
2010
2011
2012
2013
Total

Note Payable
Principal Interest
$ - 41,000
- 42.000
- 43,000
- 44,000
3.336.678 102.800
$ 3.336,678 272,800
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INGLEWOOD REDEVELOPMENT AGENCY

Notes to the Basic Financial Statements

(Continued)

Long-Term Obligations, (Continued)

Notes Payable & Tax Allocation Bonds Payable, (Continued)

Tax Allocation Bonds Payable

Fiscal Year Ending
September 30 Principal Interest

2009 $ 3,460,000 7,776,554
2010 3,890,000 7,628,196
2011 4,345,000 7,462,234
2012 4,343,656 7,756,972
2013 4,741,674 7,632,958
2014-2018 26,847,012 38,876,934
2019-2023 38,842,612 32,371,198
2024-2028 34,361,030 18,705,981
2029-2033 28,689,940 9,903,801
2034-2038 14,810,000 1,935,756
Total requirements $164,330,924 140,050,585

The following is a summary of long-term liabilities transactions for the year ended

September 30, 2008:

Balance Balance Amounts

October 1, September 30,  Due within

Governmental Activities: 2007 Additions Retirement 2008 One Year

Note pavable $  3.128.390 234,629 (26,341) 3,336,678 -

Tax allocation bonds

pavable 55,630,924 110,080,000  (1.380,000) 164,330,924 3,460,000

Advances from the City 590,863 - (164.548) 426,315 170,506

Compensated absences 293.889 25,104 (3.102) 315,891 25.000
Total long-term

liabilities $ 59644066 339.733  (1.573.991) 168.409.808 3.655.506

Defeasance of Debt

In prior years, the Agency defeased certain Tax Allocation Bonds by placing the proceeds
of new bonds in irrevocable trust account to provide for all future debt service payments
on the old bonds. As of September 30, 2008, all current liability on previously defeased

bonds had been paid by the escrow agent.

20



(6)

INGLEWOOD REDEVELOPMENT AGENCY
Notes to the Basic Financial Statements

(Continued)

Long-Term Obligations, (Continued)

(N

Advances from the City of Inglewood

On April 23, 2001, the Inglewood Redevelopment Agency purchased from the City of
Inglewood the Civic Center Parking Structure #1. The total cost of the purchase was
$3,900,000. The terms of the agreement required the Agency to make an intial payment
of $2,500,000 at the date of the agreement. The remaining balance of $1,400,000 would
be repaid by the Agency to the City over ten years. Interest accrues at 6% per annum. At
September 30, 2008, the outstanding balance i1s $426,315.

Low and Moderate Income Housing Set Aside

(8)

22

The Health and Safety Code Section 33334.2 requires a Redevelopment Agency to use at
least 20% of tax increment revenues generated by a redevelopment project area to
increase and improve the supply of low and moderate income housing in the community.
State Assembly Bill 2080, enacted in September 1989, requires that for pre-1977 project
areas all housing set-aside deferrals beginning with fiscal year 1985/86 shall be
considered deficits to the Low/Moderate Income Housing Fund, which the Agency is
required to eliminate in subsequent years in accordance with a plan to be determined by
the Agency.

For fiscal years 1986 through 2008, the Agency’s commitment for its low and moderate
income housing program amounted to $37,740,225, which is fully funded and reflected as
a reservation of fund balance for Low/Moderate Income Housing and Land Held for
Resale in the Low/Moderate Income Housing Fund.

Self-insurance Program

9

In conjunction with the City, the Agency is self-insured for the first $1,000,000 of general
liability claims and for the first $250,000 of workers’ compensation claims. Information
pertaining to the amounts accrued for claims payable may be found in the City’s
Comprehensive Annual Financial Report. The annual premium to the Agency in fiscal
year 2008 was approximately $110,004.

Retirement Plan

The Agency, as part of the City, contributes to the California Public Employees
Retirement System (PERS), an agent multiple-employer PERS that acts as a common
investment and administrative agent for municipalities in California. The Agency pays
the City’s share of pension costs, which amounted to $3006,570 for the fiscal year ended
September 30, 2008. Contribution amounts are based upon rates established by PERS for
the City’s general employees who have performed services for the Agency. No separate
pension benefit obligation is calculated for the Agency; and accordingly, no obligation is
presented herein. Further information regarding the Agency’s participation in PERS may
be found in the City’s basic financial statements.

21
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INGLEWOOD REDEVELOPMENT AGENCY
Notes to the Basic Financial Statements

(Continued)

Relationship with the City of Inglewood

(11)

The Agency does not have any employees and does not own or use facilities separated
from the City. Facilities, equipment and administrative, financial and legal services are
provided to the Agency by the City, for which the City is reimbursed.

Prior Period Adjustments

During fiscal year 2007-2008, fund balances/net assets were restated based on the
following:

e Adjustment to remove land held for resale that had been previously sold.

e Land held for resale was reclassified as capital assets as the land was used in
various redevelopment projects in the prior year.

e Adjustment to record compensated absences that had not been recorded in the
prior year.

e Adjustment to remove advances from the City of Inglewood from the
Governmental Fund Financial Statements and record the Advance as long-term
borrowing on the Government-wide Statement of Net Assets

e Adjustment to record unrecorded amortized expenses on the capital accretion
bonds.

The following schedules summarize the effects of the prior period adjustments to the
Fund Financial Statements and the Government-wide Statements.

Fund Financial Statements:

Merged RDA
Redevelopment - Low Mod
Capital Projects Fund
Fund balance at beginning of
year, as previously reported $ 39,207,167 33,139,060
Adjustment to remove land held
for resale that had been sold in
prior years (1,204,920) -
Adjust to remove advance to the
City 590,863
Adjustment to capitalize land that
was previously held for resale - (710,000)
Fund balance at beginning of
year, as restated $ 38,593,110 32,429,060
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INGLEWOOD REDEVELOPMENT AGENCY

Notes to the Basic Financial Statements

(Continued)

Prior Period Adjustments, (Continued)

Government-wide Statements:

Net assets at beginning of
year, as previously reported

Adjustment to remove land held
for resale that had been sold in
prior years

Adjustment to capitalize land that
was previously held for resale

Adjustment to record land as a
capital asset that had been
previously recorded as land held
for resale

Adjustment to record compensated
absences

Adjustment to record advance to the
City as a long-term liability

Adjustment to record unrecorded
amortized expenses on the capital
accretion bonds

Fund balance at beginning of
year, as restated

23

Governmental
Activities

$38,417,752

(1,204,920)

(710,000)

710,000

(293,889)

590,863

(1,157.450)

$35,761,493
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(2008-01)

CITY OF INGLEWOOD
Schedule and Findings and Recommendations

Year ended September 30, 2008

Need for Enhanced Controls over Citywide Cash and Investment Reconciliation

(2008-02)

We noted that the monthly bank reconciliations of the City’s cash and investment
accounts have not been completed in a timely manner. The September 30, 2008 bank
reconciliation was completed by the City in November 2009. We also noted that the
September 30, 2008 bank reconciliation had significant discrepancies when
comparing the cash balance per the general ledger to the reconciled bank balance.
These discrepancies were the result of numerous adjustments that had not been
properly reflected in the 2008 fiscal year and as a result, the City’s September 30,
2008 reconciliation and respective cash balances were adjusted to correct these issues.

In addition to the reconciliation issues noted above, we also identified a lability
account used by the City to track stale and outdated checks. These amounts should be
included as outstanding checks in the monthly reconciliation until the point that the
City has gone through the proper escheating procedures rather than as a liability of
the General fund. Furthermore, the City should take the necessary steps to clean up
these stale and outdated checks and review these items on a more regular basis.

Accurate and timely completion of monthly bank reconciliations are important
internal controls that help the City identify any potential fraudulent activity and
accurately state the financial position of the City’s funds.

Recommendation

We recommend that monthly bank reconciliations be completed in a timely manner to
ensure that all activity has been properly reconciled to the accounting records.
Furthermore, the City should take the necessary steps to process and monitor
uncleared items on a regular basis.

Management’s Response Regarding Corrective Action Taken or Planned

The City recognizes the importance of preparing bank reconciliations on a monthly
basis to ensure proper accountability of funds and to accurately state the City’s
financial position as well as help identify any potential fraudulent activity. The City
also recognizes the need for proper monitoring of stale dated checks and will be
taking the necessary steps to review the items in the liability account to ascertain the
status of each payment and proceed with the escheating process when necessary.

Need for Improved Accounting and Monitoring over First Time Home Buver and

Rehabilitation Loans

The “First Time Homebuyer Mortgage Assistance Loan Program” and the “Home
Rehabilitation Loan Program™ had a balance of approximately $6.5 million of non-
interest bearing loans to qualified participants as of September 30, 2008. Of the total
loans, $2.5 million were funded by HUD from HOME/CDBG grants to the City and
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CITY OF INGLEWOOD
Schedule and Findings and Recommendations
(Continued)

(2008-02) Need for Improved Accounting and Monitoring over First Time Home Buyer and
Rehabilitation Loans, (Continued)

the remaining $4.0 million were funded by the Inglewood Redevelopment Agency
(RDA) from the 20% property tax set-aside in other Low and Moderate Income
Housing Fund. Repayment of the loans is required if the title of the assisted property
changes during the term of the loan.

The City began a process of analyzing the status and collectability of these loans, and

based on this process, the City has established an allowance for certain loans where
the City no longer expects repayment.

Recommendation

We recommend that the City develop and implement a tracking system to properly
monitor the accuracy of the outstanding loan portfolio and payments of the loan
balances for both the First Time Homebuyers and the Rehabilitation loan programs to
prevent a loss in revenue to the City. The City should ensure that all outstanding
loans be titled to the City as beneficiary and trustee. We also recommend that the
City and the RDA properly monitor its contracts with all outside contracted entities to
prevent possible defalcation, abuse or fraud in the accounting for these loans and to
perform all of their fiduciary duties under the terms of the grant agreements, OMB
requirements and City internal control policies and procedures.

Management’s Response Regarding Corrective Action Taken or Planned

The City has completed a review of the entire loan portfolio in its possession funded
through the U.S. Department of Housing and Urban Development (HUD) under the
HOME Investment Partnerships Act (HOME) Program and the Community
Development Block Grant (CDBG) Program, and created a database of all
outstanding homeowners and loan balances. Outstanding loans were identified by
property liability profiles as listing the City as the beneficiary and trustee on silent
second Mortgage Assistance First Time Home Buyer trust deeds and Housing
Rehabilitation deferred payment loan trust deeds. Loan payoff demands require
contact with the City and follow-up for loan payoffs to the City. The CDBG Division
is responsible for processing the payments through the Finance Department and
preparing loan payoft documentation on behalf of the homeowner, for submission to
the responsible escrow company for filing with the Office of the County Recorder.

The CDBG Division requires that contracted agencies submit quarterly performance
reports and conducts quarterly desk monitoring reviews of the reports. The CDBG
Division also conducts annual on-site monitoring visits to assure adherence to all
applicable laws and regulations under the terms of the grant agreements.



(2008-02)

CITY OF INGLEWOOD
Schedule and Findings and Recommendations
(Continued)

Need for Improved Accounting and Monitoring over First Time Home Buver and

(2008-03)

Rehabilitation Loans, (Continued)

The Redevelopment Agency concurs with the audit recommendation to upgrade,
develop and implement a tracking system to effectively monitor the accuracy of the
Agency’s outstanding loan portfolio and payments of the loan balances for the First
Time Home Buyer program. In January 2010, the Agency will be issuing a Request
tor Proposal for a Program Administrator (Mortgage Company, escrow or bank etc.)
to implement/manage FTHB Program. That contract will include portfolio
management and monitoring. The audit recommendation will be incorporated in the
new program policies and procedures.

Adjustments Detected Through the Audit Process

Paragraph 19 of Statement on Auditing Standards No. 112 requires that the auditor
include in the report of significant control deficiencies any material adjustments
detected by the audit process. For the year ended September 30, 2008, material
adjustments detected by the audit process were as follows:

e To adjust cash for amounts reported in the September 30, 2008 reconciliation,
but not reflected in City’s general ledger. Total net amount of cash reduced in
the general ledger was $1,428,134. $5306,210 of this adjustment related to
prior year transactions which resulted in a restatement of beginning fund
balance.

e To adjust $2,575,710 of expenditures recorded in the general fund which was
also recorded as expenditures in a debt service fund of the City and to agree
operating transfers out to operating transfers in.

e To adjust land held for resale for $254,542 relating to the sale of a property
which occurred in June 2008 that was not recorded in the general ledger.

e To reduce deferred revenue by $16,230,027 and recognize revenue in the
current and prior fiscal years. $1,526,926 of this adjustment represented taxes
receivable relating to delinquent property taxes offset by deferred revenue.
The remaining $14,763,100 represented the accumulation of program income
for prior years from various funds and programs. These amounts have been
recorded to fund balance rather than deferred revenue.

e C(Capital assets were increased by a net amount of $83,264,625 to record
property relinquished by the State to the City in a prior fiscal year. The
amount represents the estimated fair value at the date of donation as calculated
by City staff.

e Reclassified $710,000 of land held for resale to capital assets of the City as
this property was being developed by the City as a Senior Center and housing
project in prior fiscal years.

e To reduce fund balance in the Merged Redevelopment Capital Project Fund
and the Low & Moderate Income Housing Fund in the amounts of $88,860
and $1,685,156, respectively, to account for expenditures that were
unrecorded in the prior fiscal year.

36



(2008-03)

CITY OF INGLEWOOD
Schedule and Findings and Recommendations

(Continued)

Adjustments Detected Through the Audit Process, (Continued)

(2008-04)

e To reduce fund balance in the Merged Redevelopment Capital Project Fund
and to reduce land held for resale relating to a land sale transacted in prior
fiscal years in the amount of $1,204,920.

Recommendation:

We recommend that the City develop and implement procedures to assist Finance
Department staff in the process of closing the accounting records at the end of each
fiscal year to ensure all material accounting entries have been prepared prior to the
auditors conducting the audit. These procedures could involve checklists of processes
to be completed and accounts to be reviewed and/or analyzed.

Management’s Response Regarding Corrective Action Taken or Planned

The City recognizes that the general ledger accounts need to be reviewed and/or
analyzed and audit preparation needs to be performed at the end of each fiscal year
prior to the arrival of the auditors upon the commencement of the final audit. The
management of the Finance Department will create a checklist with strict adherence
to timelines of balance sheet accounts and other pertinent accounts to be reviewed
and/or analyzed by finance department staff with management of the Finance
Department reviewing such work performed to ensure that the accounts in the general
ledger are not materially misstated.

Need for Improved Controls over Monitoring of Grants and Grant Reimbursements

The City receives grant funding from various agencies on a cost reimbursement basis.
Under the terms of the grant funding agreements, the City incurs costs in advance and
then requests reimbursement from granting agencies. During our testwork performed
over grant receivables we noted one particular grant where expenses were incurred
from 2007-2008 which the City considerers to be fully reimbursable and was
recorded as a grant receivable. Upon further inquiry with the Finance Department, it
was noted that the status of this reimbursement was unknown. Therefore, an
allowance for uncollectible accounts for the entire amount of the grant receivable was
recorded as of September 30, 2008.

There 1s a lack of inter-department communications and reconciliation with to the

grant receivable process which has caused grant eligible reimbursements to go
unreported for extended periods of time.
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