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CROCE & COMPANY

Accountancy Corporation

Independent Auditors’ Report

The Honorable Mayor and
Members of the City Council
City of Ripon, California

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund and the aggregate remaining fund information of the City of Ripon, California
as of and for the year ended June 30, 2011, which collectively comprise the City’s basic financial
statements as listed in the table of contents, These financial statements are the responsibility of the City of
Ripon’s management. Our responsibility is to express opinions on these financial statements based on our
audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Governmental 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 opinions.

As described in Note A, the City of Ripon, California prepares its financial statements on the modified
cash basis, which is a comprehensive basis of accounting other than accounting principles generally
accepted in the United States of America.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position — modified cash basis of the governmental activities, the business-type
activities, each major fund and the aggregate remaining fund information of the City of Ripon, California
as of June 30, 2011 and the respective changes in financial position — modified cash basis thereof for the
year then ended in conformity with the basis of accounting described in Note A.

As explained further in Note N, the California State Legislature has enacted legislation that is intended to
provide for the dissolution of redevelopment agencies in the State of California. The effects of this
legislation are uncertain pending the result of certain lawsuits that have been initiated to challenge the
constitutionality of this legislation.

In accordance with Government Auditing Standards, we have also issued our report dated January 9, 2012
on our consideration of the City of Ripon, California’s internal control over financial reporting and on
our tests of its compliance with certain provisions of laws, regulations, contracts, grant agreements and
other matters, The purpose of that report is to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on the
internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards and should be considered in assessing the
results of our audit.



The City has not presented Management’s Discussion and Analysis and budgetary comparison schedules,
which accounting principles generally accepted in the United States of America have determined is necessary
to supplement, although not required to be a part of the basic financial statements.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City of Ripon, California’s basic financial statements. The combining nonmajor
governmental fund financial statements — modified cash basis are presented for purposes of additional
analysis and are not a required part of the basic financial statements. The schedule of expenditures of
federal awards is presented for purposes of additional analysis as required by U.S. Office of Management
and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, and is
also not a required part of the basic financial statements. The combining nonmajor governmental fund
financial statements and the schedule of expenditures of federal awards are the responsibility of the City
of Ripon California’s management and were derived from and relate directly to the underlying
accounting and other records used to prepare the financial statements. The information has been subjected
to the auditing procedures applied in the audit of the basic financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying accounting
and other records used to prepare the financial statements or to the financial statements themselves, and
other additional procedures in accordance with auditing standards generally accepted in the United States
of America. In our opinion, the information is fairly stated in all material respects in relation to the
finangial statements as a whole.

Accountancy Corporation
Stockton, California
January 9, 2012



CITY OF RIPON, CALIFORNIA

Statement of Net Assets - Modified Cash Basis

ASSETS
Cash and investments
Cash and investments - restricted
Due from other funds
Receivables - intergovernmental

Total assets

LIABILITIES
Due to other funds
Long term liabilities
Debt due within one year
Debt due in more than one year

Total liabilities

NET ASSETS

Invested in capital assets, net of related debt
Restricted for

Public safety

Debt service

Capital outlay

Low and moderate income housing
Unrestricted

Total net assets (deficit)

June 30, 2011
Governmental Business-Type
Activities Activities Total

$ 12,686,934 $ 3,478,298 $ 16,165,232
2,653,300 1,111,483 3,764,783

- 259,970 259,970

28,111 - 28,111
15,368,345 4,849,751 20,218,096
259,970 - 259,970

650,000 600,000 1,250,000
28,695,000 12,245,000 40,940,000
29,604,970 12,845,000 42,449,970
(28,658,774) (11,955,503) (40,614,277)
104,582 - 104,582
1,967,074 221,986 2,189,060
686,226 889,497 1,575,723

486,787 - 486,787
11,177,480 2,848,771 14,026,251
$  (14,236,625) $  (7,995,249) $ (22,231,874)

The accompanying notes are an integral part of this financial statement.
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STATEMENT OF ACTIVITIES —
MODIFIED CASH BASIS



CITY OF RIPON, CALIFORNIA

Statement of Activities - Modified Cash Basis

For the year ended June 30, 2011

Functions/Programs

Governmental activities
Administrative
Legislative
Police
Streets and public works
Culture and recreation
Redevelopment
Other
Capital outlay
Debt service - interest

Total governmental activities

Business-type activities
Water
Sewer
Refuse
Total business-type activities

Total government

General revenues
Taxes
Property taxes
Sales and use taxes
Other
Motor vehicle in lieu
Investment income
Litigation settlement
Miscellaneous

Transfers

Total general revenues, special items and transfers

Change in net assets

Net assets (deficit) - beginning of year

Net assets (deficit) - end of year

Expenses

Direct Indirect Total
$ 1295138 § (894,774) % 400,364
178,431 (178,431) -
4,333,188 471,088 4,804,276
1,209,689 (220,262) 989,427
1,177,045 102,883 1,279,928
5,879,547 302,337 6,181,884
291,068 - 291,068
1 ,94_3 ,461 19,008 1,962,469
1,334,569 - 1,334,569
17,642,136 (398,151) 17.243,985
1,756,423 191,181 1,947,604
821,071 89,371 910,442
1,080,412 117,599 1,198,011
3,657,906 398,151 4,056,057
$ 21,300,042 § - § 21,300,042




Program revenues

Net (expense) revenue and changes in net assets

The accompanying notes are an integral part of this financial statement.

Operating Capital
Charges for grants and grants and Governmental Business-type
services contributions contributions activities activities Total
$ 159,865 § - 3 - 3 (240,499) $ - (240,499)
298,615 176,149 - (4,329,512) - (4,329,512)
427,723 1,155,278 17,260 610,834 - 610,834
444,851 - - (835,077) - (835,077)
- 1,413,957 - (4,767.927) - (4,767,927)
- 103,086 - (187,982) - (187.982)
30.755 250,000 1,595,854 (85,860) - (85,860)
- - - (1,334,569) - (1,334,569)
1,361,809 3,098,470 1,613,114 (11,170,592) - (11,170,592)
2,144,318 - 178,023 - 374,737 374,737
1,162,533 - 57,994 - 310,085 310,085
1,371,208 - 12.465 - 185,662 185,662
4,678,059 - 248,482 - 870,484 870,484
$ 6,039,868 § 3,098,470 $ 1861596 (11,170,592) 870,484 (10,300,108)
5,267,055 59,328 5,326,383
1,714,650 - 1,714,650
132,841 708 133,549
1,193,336 - 1,193,336
503,013 64,993 568,006
245,000 1,080,000 1,325,000
472,908 7,791 480,699
233,636 (233,636) -
9,762,439 979,184 10,741.623
(1,408,153) 1,849,668 441,515
(12.828.472) (9.844.917) (22.673.389)
§ (14,236,625) $  (7,995,249) (22,231,874)
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CITY OF RIPON, CALIFORNIA

Reconciliation of the Governmental Funds Balance Sheet -
Modified Cash Basis to the Statement of Net Assets -

Modified Cash Basis
June 30, 2011
Fund balances of governmental funds $ 15,108,375
Long-term liabilities are not due and payable in the current period
and, therefore, are not reported in the balance sheet of governmental funds. (29,345,000)
Net assets (deficit) of governmental activities $(14,236,625)

The accompanying notes are an integral part of this financial statement.
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STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES — MODIFIED CASH BASIS —
GOVERNMENTAL FUNDS
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CITY OF RIPON, CALIFORNIA
Reconciliation of the Statement of Revenues,
Expenditures and Changes in Fund Balances of Governmental Funds -
Modified Cash Basis to the Statement of Activities -
Modified Cash Basis
June 30, 2011

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

Net change in fund balances - total governmental funds $ (2,378,153)
Repayment of debt principal is an expenditure in the governmental funds.
The repayment reduces long-term liabilities in the Statement of Net Assets. 970,000
Net change in net assets of governmental activities $ (1,408,153)

The accompanying notes are an integral part of this financial statement.
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STATEMENT OF REVENUES, EXPENSES AND
CHANGES IN FUND NET ASSETS — MODIFIED CASH BASIS —
PROPRIETARY FUNDS
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CITY OF RIPON, CALIFORNIA
Notes to Financial Statements

June 30, 2011

Note A — Summary of Significant Accounting Policies

These financial statements are presented on the modified cash basis of accounting. The modified cash
basis of accounting differs from accounting principles generally accepted in the United States of
America (GAAP). Generally accepted accounting principles include all relevant Governmental
Accounting Standards Board (GASB) pronouncements. In the government-wide financial statements
and the fund financial statements for the proprietary funds, Financial Accounting Standards Board
(FASB) pronouncements and Accounting Principles Board (APB) opinions issued on or before
November 30, 1989, have been applied, to the extent they are applicable to the modified cash basis of
accounting, unless those pronouncements conflict with or contradict GASB pronouncements, in which
case GASB prevails.

Financial reporting entity

The City was incorporated on November 27, 1945 under the general laws of the State of California.
The City operates under a Council — Manager form of government consisting of five elected council
members including the mayor and a council appointed City Manager. The City provides the following
services as authorized by its charter: public safety, sanitation, water utility, street maintenance,
community development, library, parks and recreation, and general administrative services.

As required by accounting principles generally accepted in the United States of America and the
Governmental Accounting Standards Board, these financial statements present the government and its
component units, entities for which the government is considered to be financially accountable.
Blended component units, although legally separate entities, are, in substance, part of the
government’s operations and so data from these units are combined with data of the primary
government.

The City’s financial reporting entity is composed of the following:

Primary Government: City of Ripon, California
Blended Component Units: City of Ripon, California Redevelopment Agency
Ripon Public Financing Authority

In determining the financial reporting entity, the City complies with the provisions of GASB
Statement No. 14, The Financial Reporting Entity.

Blended Component Units

The Redevelopment Agency of the City of Ripon (Agency) was formed in 1983 to prepare and carry
out plans for improvement, rehabilitation and redevelopment of blighted areas within the City. City
Council members, in separate session, serve as the governing board of the Redevelopment Agency and
all accounting and administrative functions are performed by the City. The financial activities of the
Agency have been included (termed “blended”) in these financial statements in the Special Revenue
Fund, Capital Projects Fund and Debt Service Fund.

(Continued)
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CITY OF RIPON, CALIFORNIA
Notes to Financial Statements

June 30, 2011

Note A — Summary of Significant Accounting Policies (Continued)

The Ripon Public Financing Authority (RPFA) was incorporated on August 7, 1990 to carry out
financing for the acquisition of various infrastructure improvements within Assessment District No.
1991-1. The City of Ripon issued revenue bonds in order to fund such expenditures. These bonds were
redeemed during the fiscal year ended June 30, 2002. The RPFA governing board is the same as the City
Council members. The financial activities of the RPFA have been included (termed “blended”) in these
financial statements in the General Fund.

Complete financial information for each of the individual component units may be obtained from the
City of Ripon at 259 North Wilma Avenue, Ripon, California 95366.

Basis of Presentation

The government-wide financial statements (i.e. statement of net assets and the statement of activities)
display information about the primary government (the City) and its component units. These statements
include the financial activities of the overall City government, except for fiduciary activities. Eliminations
have been made to minimize the double counting of internal actiyities. These statements distinguish
between the governmental and business-type activities of the City. Governmental activities generally are
financed through taxes, intergovernmental revenues, and other nonexchange transactions. Business-type
activities are financed in whole or in part by fees charged to external parties.

The Statement of Activities presents a comparison between direct and indirect expenses and program
revenues for each segment of the business-type activities of the City and for each function of the
City’s governmental activities. Direct expenses are those that are specifically associated with a
program or function and, therefore, are clearly identifiable to a particular function. Indirect expenses
are allocated to functions based on the relativity of direct expenses by department. Program revenues
include (a) charges paid by the recipients of goods or services offered by the programs, (b) grants and
contributions that are restricted to meeting the operational needs of a particular program and (c) fees,
grants and contributions that are restricted to financing the acquisition or construction of capital
assets. Revenues that are not classified as program revenues, including all taxes, are presented as
general revenues.

Fund financial statements of the reporting entity are organized into funds, each of which is considered to be
a separate accounting entity. Each fund is accounted for by providing a separate set of self-balancing
accounts that constitutes its assets, liabilities, fund equity, revenues, and expenditures/expenses. Funds are
organized into two major categories: governmental and proprietary. The City presently has no fiduciary
funds. An emphasis is placed on major funds within the governmental and proprietary categories. A fund is
considered major if it is the primary operating fund of the City or meets the following criteria:

a. Total assets, liabilities, revenues, or expenditures/expenses of that individual governmental or
enterprise fund are at least 10 percent of the corresponding total for all funds of that category
or type, and

(Continued)
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CITY OF RIPON, CALIFORNIA
Notes to Financial Statements

June 30, 2011

Note A — Summary of Significant Accounting Policies (Continued)
b. Total assets, liabilities, revenues, or expenditures/expenses of the individual governmental or
enterprise fund are at least 5 percent of the corresponding total for all governmental and
enterprise funds combined.

The funds of the financial reporting entity are described below:

Governmental Funds

The General Fund is the primary operating fund of the City and is always classified as a major fund.
It is used to account for all activities except those legally or administratively required to be accounted
for in other funds.

Special Revenue Funds are used to account for the proceeds of the specific revenue sources that are
either legally restricted to expenditures for specified purposes or designated to finance particular
functions or activities of the City. The reporting entity includes the following special revenue funds,
of which the Redevelopment Low/Mod Funds qualifies as a major fund and the Redevelopment
Low/Mod GAP Loans Fund qualifies as a nonmajor fund. The City has elected to report the
Redevelopment Low/Mod GAP Loans Fund as a major fund.

Fund : Brief description
Redevelopment Low/Mod Accounts for the GAP loan program for eligible low
GAP Loans Fund and moderate income housing.
Redevelopment Low/Mod Accounts for revenues and expenditures for low and
Fund - moderate income housing.

Capital Project Funds are used to account for resources restricted or designated for the acquisition or
construction of specific capital projects or items. The reporting entity includes the following capital
project funds, all of which are reported as major funds:

Fund Brief description
Redevelopment/Regular Accounts for financial resources for the acquisition
Fund and construction of capital facilities.
Capital Projects Fund Accounts for contributions and specific revenues and

transfers from other City funds and expenditures for
various capital projects as the City Council may
designate.

(Continued)
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CITY OF RIPON, CALIFORNIA
Notes to Financial Statements

June 30, 2011

Note A — Summary of Significant Accounting Policies (Continued)

Debt Service Funds are established for the purpose of accumulating resources for the payment of
interest and principal on long-term debt other than those payable from Proprietary Funds. The

reporting entity includes one debt service fund that qualifies as a major fund.

Proprietary Funds

Enterprise Funds are used to account for business-like activities provided to the general public. These
activities are financed primarily by user charges, and the measurement of financial activity'focuses on net
income measurement similar to the private sector. The reporting entity includes the following enterprise

funds, of which the water, sewer and refuse funds qualify as major funds.

Fund

Sewer Fund

Water Fund

Refuse Fund

Brief description

Accounts for activities associated with operating and
maintaining the City’s sewer and surface drainage
system. All activities necessary to provide such services
are accounted for in this fund, including administration,
operations, capital improvements, maintenance,
financing and related debt service, and billing and
collection.

Accounts for the provision of water services to
residents of the City. All activities necessary to
provide such services are accounted for in this fund,
including administration, operations, capital
improvements, maintenance, financing and related
debt service, and billing and collection.

Accounts for the provision of refuse collection
services to residents of the City. All activities
necessary to provide such services are accounted for in
this fund, including administration, operations, capital
improvements, maintenance, financing and related debt
service, and billing and collection.

(Continued)
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CITY OF RIPON, CALIFORNIA
Notes to Financial Statements

June 30, 2011

Note A — Summary of Significant Accounting Policies (Continued)

Proprietary fund operating revenues, such as charges for services, result from exchange transactions
associated with the principal activity of the fund. Exchange transactions are those in which each party
receives and gives up essentially equal values. Nonoperating revenues, such as subsidies and investment
earnings, result from nonexchange transactions or ancillary activities. Contributions/developer fees are
reported separately and represent capital contributions charged by the City. Operating expenses are those
expenses essential to the primary operations of the fund. All other expenses are reported as nonoperating
expenses.

Measurement focus

In the government-wide Statement of Net Assets and the Statement of Activities, both governmental
and business-like activities are presented using the economic resources measurement focus, within the
limitations of the modified cash basis of accounting, as defined below.

In the fund financial statements, the “current financial resources” measurement focus or the “economic
resources” measurement focus, as applied to the modified cash basis of accounting, is used as
appropriate:

a. All governmental funds utilize a “current financial resources” measurement focus. Only
current financial assets and liabilities are generally included on their balance sheets. Their
operating statements present sources and uses of available spendable financial resources
during a given period. These funds use fund balance as their measure of available spendable
financial resources at the end of the period.

b. The proprietary fund utilizes an “economic resources” measurement focus. The accounting
objectives of this measurement focus are the determination of operating income, changes in
net assets (or cost recovery), and financial position. All assets and liabilities (whether current
or noncurrent, financial, or nonfinancial) associated with their activities are reported.
Proprietary fund equity is classified as net assets.

Basis of accounting

In the government-wide Statement of Net Assets and Statement of Activities and the fund financial
statements, governmental, business-like, and component unit activities are presented using a modified
cash basis of accounting. This basis recognizes certain assets, liabilities, net assets/fund equity,
revenues, and expenditures/expenses when they result from cash transactions such as amounts due
to/from other funds and receivables ~ intergovernmental. In addition, bonded debt liabilities are
included in the government-wide statements and the proprietary fund statements in accordance with
the modified cash basis of accounting. This basis is a comprehensive basis of accounting other than
accounting principles generally accepted in the United States of America.

(Continued)
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CITY OF RIPON, CALIFORNIA
Notes to Financial Statements

June 30, 2011

Note A — Summary of Significant Accounting Policies (Continued).

As a result of the use of this modified cash basis of accounting, certain assets and their related
revenues (such as accounts receivable and revenue for billed or provided services not yet collected)
and certain liabilities and their related expenses (such as accounts payable and expenses for goods or
services received but not yet paid, and accrued expenses and liabilities) are not recorded in these
financial statements. In addition, the City does not recognize its investment in capital assets in its
Statement of Net Assets.

If the City utilized the basis of accounting recognized as generally accepted, the fund financial statements
for governmental funds would use the modified accrual basis of accounting, while the fund financial
statements for proprietary fund types would use the accrual basis of accounting. All government-wide
financials would be presented on the accrual basis of accounting.

Cash, cash equivalents and investments

For the purpose of financial reporting “cash and cash equivalents™ includes all demand and savings accounts
and certificates of deposit or short-term investments with an original maturity of three months or less. This
also includes deposits with the State of California Local Agency Investment Fund (LAIF) and trust account
investments in open-ended mutual fund shares.

Investments are stated at cost.

Restricted cash and investments includes proceeds from the 1999 and 2002 water and wastewater
revenue bonds and the 2006 water revenue bonds which are restricted for expansion of the wastewater
treatment plant, upgrade of water facilities and for repayment of bonds. Additionally, proceeds from
the 2003, 2005 and 2007 tax allocation bonds are restricted for various redevelopment projects and for.
repayment of bonds.

Long-term debt

All long-term debt arising from cash basis transactions to be repaid from governmental and business-
type resources is reported as liabilities in the government-wide statements.

Long-term debt arising from cash basis transactions of governmental funds is not reported as liabilities in
the fund financial statements. The debt proceeds are reported as other financing sources and payment of

principal and interest reported as expenditures. The accounting for proprietary funds is the same in the
fund financial statements as the treatment in the government-wide statements.

(Continued)
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CITY OF RIPON . CALIFORNIA
Notes to Financial Statements

June 30, 2011

Note A — Summary of Significant Accounting Policies (Continued)

Equity classification

Equity in the government-wide statements is classified as net assets and displayed in three
components: '

a. Invested in capital assets, net of related debt — Consists of the outstanding balances of any
bonds, mortgages, notes, or other borrowings that are attributable to the acquisition,
construction, or improvements of capital assets.

b. Restricted net assets — Consists of net assets with constraints placed on the use either by (1)
external groups such as creditors, grantors, contributors, or laws and regulations of other
governments; or (2) law through constitutional provisions or enabling legislation.

¢. Unrestricted net assets — All other net assets that do not meet the definition of “restricted” or
“invested in capital assets, net of related debt.”

It is the City’s policy to first use restricted net assets prior to the use of unrestricted net assets when an
expense is incurred for purposes for which both restricted and unrestricted net assets are available.

In the fund financial statements, fund balance for governmental funds is reported in classifications
that comprise a hierarchy based primarily on the extent to which the City is bound to honor constraints
on the specific purpose for which amounts in the funds can be spent. Fund balance is reported in five
components: nonspendable, restricted, committed, assigned and unassigned.

Nonspendable — includes amounts that cannot be spent because they are either (a) not in spendable
form or (b) legally or contractually required to be maintained intact.

Restricted — includes amounts that have constraints placed on them either externally by third-
parties (creditors, grantors, contributors, or laws or regulations of other governments) or by law
through constitutional provisions or enabling legislation. Enabling legislation authorizes the City
to assess, levy, charge or otherwise mandate payment of resources (from external resource
providers) and includes a legally enforceable requirement (compelled by external parties) that
those resources be used only for the specific purposes stipulated in the legislation.

Committed — includes amounts that can only be used for specific purposes pursuant to constraints
imposed by formal action of the City’s highest level of decision making authority which includes
the City charter and resolutions. Those committed amounts cannot be used for any other purpose
unless the City removes or changes the specified use by taking the same type of action (City
charter, ordinance and resolution) it employed previously to commit these amounts.

(Continued)
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CITY OF RIPON, CALIFORNIA

Notes to Financial Statements

June 30, 2011

Note A — Summary of Significant Accounting Policies (Continued)

Assigned — includes amounts that are constrained by the City’s intent to be used for specific
purposes, but are neither restricted nor committed. The authority for assigning fund balance is
expressed by the City Council, City manager or their designee as established in the City’s Fund
Balance Policy.

Unassigned — includes amounts that have not been restricted, committed or assigned to specific
purposes within the general fund. The general fund is the only fund that reports a positive
unassigned fund balance amount. Other governmental funds besides the general fund can only
report a negative unassigned fund balance amount.

When both restricted and unrestricted resources are available for use, it is the City’s policy to use
restricted resources first, then unrestricted resources (committed, assigned and unassigned) as they are
needed. When unrestricted resources (committed, assigned and unassigned) are available for use it is
the City’s policy to use committed resources first, then assigned, and then unassigned as they are
needed.

Proprietary fund equity is classified the same as in the government-wide statement.

Internal and Interfund Balances and Activities

In the process of aggregating the financial information for the government-wide Statement of Net
Assets and Statement of Activities, some amounts reported as interfund activity and balances in the
fund financial statements have been eliminated or reclassified.

Interfund activity, if any, within and among the governmental and proprietary fund categories is
reported as follows in the fund financial statements:

1. Interfund loans — Amounts provided with a requirement for repayment are reported as
interfund receivables and payables.

2. Interfund services — Sales or purchases of goods and services between funds are reported as
revenues and expenditures/expenses.

3. Interfund reimbursements - Repayments from funds responsible for certain
expenditures/expenses to the funds that initially paid for them are not reported as

reimbursements but as adjustments to expenditures/expenses in the respective funds.

4. Interfund transfers — Flow of assets from one fund to another where repayment is not expected
are reported as transfers in and out.

(Continued)
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C1TY OF R1PON, CALIFORNIA
Notes to Financial Statements

June 30, 2011

Note A — Summary of Significant Accounting Policies (Continued)

Interfund activity and balances, if any, are eliminated or reclassified in the government-wide financial
statements as follows:

1. Internal balances — Amounts reported in the fund financial statements as interfund receivables
and payables are eliminated in the governmental and business-type activities columns of the
Statement of Net Assets, except for the net residual amounts due between governmental and
business-type activities, which are reported as Internal Balances.

2. Internal activities — Amounts reported as interfund transfers in the fund financial statements
are eliminated in the government-wide Statement of Activities except for the net amount of
transfers between governmental and business-type activities, which are reported as Transfers —
Internal Activities. The effects of interfund services between funds, if any, are not eliminated
in the Statement of Activities.

Use of estimates

The preparation of financial statements in conformity with the modified cash basis of accounting
described in Note A used by the City requires management to make estimates and assumptions that
affect certain reported amounts and disclosures; accordingly, actual results could differ from those
estimates.

Budgetary accounting

The City does not adopt an appropriated budget and is not required to adopt such a budget by law.
However, the City does adopt a nonappropriated budget annually which is approved by the City Council.
The budget for all governmental and proprietary funds is on the cash basis of accounting.

Property taxes

Property taxes in the State of California are administered for all local agencies at the county level, and
consist of secured, unsecured, and utility tax rolls. The following is a summary of major policies and
practices relating to property taxes.

Property valuations are established by the Assessor of the County of San Joaquin for the secured and
unsecured property tax rolls; the utility property tax rolls are valued by the State Board of
Equalization. Under the provisions of Article XIIIA of the State Constitution (Proposition 13 adopted
by the voters on June 6, 1978) properties are assessed at 100% of full value. From this base of
assessment, subsequent annual increases in valuation are limited to a maximum of 2%. However,
increases to full value are allowed for property improvements or upon change in ownership. Personal
property is excluded from these limitations, and is subject to annual reappraisal.

(Continued)
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CITY OF RIPON, CALIFORNIA
Notes to Financial Statements

June 30, 2011

Note A — Summary of Significant Accounting Policies (Continued)

Tax levies are limited to 1% of full value which results in a tax rate of $1.00 per $100 assessed
valuation, under the prowsions of Proposition 13. Tax rates for voter-approved indebtedness are
excluded from this limitation. ;

Tax levy dates are attached annually on January 1 proceeding the fiscal year for which the taxes are
levied. The fiscal year begins July 1 and ends June 30 of the following year. Taxes are levied on both
real and unsecured personal property, as it exists at that time. Ljens against real estate, as well as the
tax on personal property, are not relieved by subsequent renewal or change in ownership.

Tax collections are the responsibility of the county tax collector. Taxes and assessments on secured and
utility rolls, which constitute a lien against the property, may be paid in two installments. The first is due
on November 1 of the fiscal year and is delinquent if not paid by December 10. The second is due on
March 1 of the fiscal year and is delinquent if not paid by April 10. Unsecured personal property taxes
do not constitute a lien against real property unless the taxes become delinquent. Payment must be made
in one installment, which is delinquent if not paid by August 31 of the fiscal year. Significant penalties
are imposed by the county for late payments.

The County of San Joaquin levies, bills, and collects property taxes and special assessments for the
City. Property taxes levied are recorded as revenue when received, in the fiscal year of levy, due to
the adoption of the “alternate method of property tax distribution”, known as the Teeter Plan, by the
City and the County of San Joaquin. The Teeter Plan authorizes the Auditor/Controller of the County
of San Joaquin to allocate 100 percent of the secured property taxes billed, but not yet paid. The
County of San Joaquin remits tax monies to the City in three installments as follows:

50 percent remitted in December
45 percent remitted in April
5 percent remitted in June

New accounting pronouncements

The City implemented Governmental Accounting Standards Board Statement No. 54, Fund Balance
Reporting and Governmental Fund Type Definitions for the year ended June 30, 2011. This Statement
did not have a material impact on the financial statements.

Note B — Cash and Investments

Cash and investments as of June 30, 2011 are classified in the accompanying financial statements as
follows:

Statement of net assets:

Cash and investments $ 16,165,232

Cash and investments — restricted 3.764.783

Total cash and investments 3 19,930,015
(Continued)
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CITY OF RIPON, CALIFORNIA

Notes to Financial Statements

June 30, 2011

Note B — Cash and Investments (Continued)

Cash and investments as of June 30, 2011 consist of the following;

Cash on hand $ 1,300
Deposits with financial institutions 239,718
Investments 19.688.997

$ 19,930.015

Investment Type Carrying value Fair value

Money Market Funds $ 131,548  § 131,548
California Local Agency Investment Fund (State

Investment Pool) 3,255,341 3,260,473
Central San Joaquin Valley RMA Pool (CSJV

Pool) 13,223,554 13,709,040
Held by Bond Trustees ' ‘

Money Market Funds 2,444,176 2,444,176

State Investment Pool ' 262,640 263,054

Guaranteed Investment Contracts 371.738 371.738

$ 19,688,997 § 20,180,029

The City maintains a cash and investment pool that is available for use by all funds. Each fund type’s
portion of this pool is displayed on the statement of net assets and balance sheet as “cash and
investments”, California statutes authorize cities to invest idle or surplus funds in a variety of credit
instruments as provided for in the California Government Code Section 53600.

The Government Code and the City of Ripon Investment Policy allow investments in the following

instruments:
Maximum Authorized Required

Investment Type Maturity Limit% Rating
Local Agency Bonds 5 years None None
U.S. Treasury Bills, Notes or Bonds 5 years None None
State Registered Warrants, Notes, or Bonds 5 years None None

Notes and bonds of other Local
California Agencies 5 years None None
U.S. Agencies 5 years None None
Bankers Acceptances 180 days 40% None
Prime Commercial Paper 270 days 15% or 30% Al/P1

(Continued)
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CITY OF RIPON, CALIFORNIA

Notes to Financial Statements

June 30, 201

Note B — Cash and Investments (Continued)

Investment Type

Negotiable Certificates of Deposit
Repurchase and Reverse Repurchase
Agreements
Medium Term Corporate Notes
Money Market Mutual Funds
Collateralized Bank Deposits
Mortgage Pass-Through Securities
Local Agency Investment Fund (LAIF)
County Pooled Investment Funds
Funds held under the Terms of a Trust
Indenture or other contract

1

Maximum

Maturity

5 years

1yr./92 days
5 years
5 years
5 years
5 years
N/A
N/A

*

Authorized
Limit%

30%

None/20%
30%
15%

None
20%
None
None

*

Required
Rating

None

None
A
2-AAA
None
AA
None
None

*

*Such funds may be invested according to the provisions of those indentures or agreements.

Disclosures Relating to Interest Rate Risk

Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value of
an investment. Generally, the longer the maturity of an investment, the greater the sensitivity of its
fair value to changes in market interest rates. One of the ways that the City 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 as necessary to provide the cash flow and liquidity needed for

operations.

Information about the sensitivity of the fair values of the City’s investments (including investments
held by bond trustee) to market interest rate fluctuations is provided by the following table that shows

the distribution of the City’s investments by maturity:

12 months 13-24 25-36 3748 49 —-60 More than 60
Investment Type Totals or less months months months months months
Money Market Funds $ 131,548 § 131,548 § - 3 - 8 - 5 $ -
State Investment Pool 3,260,473 3,260,473 - - - -
CSJV Pool 13,709,040 - - 13,709,040 - -
Held by Bond Trustees:
Money Market Funds 2,444,176 2,444,176 - - - -
State Investment Pool 263,054 263,054 - - - -
Guaranteed Investment
Contracts 371,738 - - - - 371.738
Total $20,180,029 § 6,099251 § - $13.709040 § - 371

(Continued)
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CITY OF RIPON, CALIFORNIA
Notes to Financial Statements

June 30, 2011

Note B — Cash and Investments (Continued)

Disclosures Relating to Credit Risk

Generally, credit risk is the risk that an issuer of an investment will not fulfill its obligation to the
holder of the investment. This is measured by the assignment of a rating by a nationally recognized
statistical rating organization. Presented below is the minimum rating required by (where applicable)
the California Government Code, the City’s investment policy, or debt agreements, and the actual
rating as of fiscal year end for each investment type.

Rating as of Fiscal Year End

Minimum  Exempt

Legal From As of
Investment Type - Amount Rating Disclosure AAA AA A Not Rated Investment
Money Market Funds $ 131,548 N/A $ - 3 - - 3 - § 131,548 0.7%
State Investment Pool 3,260,473 N/A - - - - 3,260,473 16.2%
CSJV Pool 13,709,040%* N/A - - - - 13,709,040 67.9%
Held by Bond Trustees:
Money Market Funds 2,444,176 N/A - - - - 2,444,176 12.1%
State Investment Pool 263,054 N/A - - - - 263,054 1.3%
Guaranteed Investment .
Contracts 371.738 N/A - - - - 371.738 1.8%
Total $20,180,029 N/A $ - £ - 3 - $ - $20,180,029 _ 100%

*Average rating of portfolio AAA

Concentration of Credit Risk

The investment policy of the City contains limitations on the amount that can be invested in certain
types of investments. The City’s investments are concentrated in external investment pools which are
not subject to investment limits.

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 deposit 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 the 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 City’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

{Continued)
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Note B — Cash and Investments (Continued)

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 government unit). The market value of the pledged securities in the
collateral pool must equal at least 110% of the total amount deposited by the public agencies.
California law also allows financial institutions to secure City deposits by pledging first trust deed
mortgage notes having a value of 150% of the secured public deposits.

As of June 30, 2011, $173,747 of the City’s deposits with financial institutions in excess of federal
depository insurance limits were held in collateralized accounts.

A description of the City’s investments follows:

Investment in State Investment Pool

Although the City did not participate in any securities lending transactions or enter into any reverse
repurchase agreements during the year, the City does have an investment in The California Local
Agency Investment Fund (LAIF) with fair value in the amount of $3,523,527. The total amount
invested by all publié agencies in LAIF is $66,352,783,817 of which 5.01% is invested in medium-
term and short-term structured notes and asset-backed securities. The Local Investment Advisory
board (Board) has oversight responsibility for LAIF. The Board consists of five members as
designated by state statute. The value of the pool shares in LAIF, which may be withdrawn, is
determined on an amortized cost basis, which is different than the fair value of the City’s portion in
the pool. Included in. LAIF’s Investment Portfolio are United States Treasury and federal agency
securities, International Bank for Reconstruction and Development federal agency floating rate
debentures, bank notes, certificates of deposit, commercial paper, corporate floaters and bonds, time
deposits, and California Assembly Bill 55 and State of California General Fund loans. Participants
equity in LAIF is determined by the dollar amount at the participant’s deposits, adjusted for
withdrawals and distributed investment income. The State Treasurer’s investment policy for LAIF
and separately issued financial statements for LAIF are available at http://www.treasurer.ca.

gov/pmia-laif/,

CSJV Pool

The City maintains an investment of $13,223,554 in the Central San Joaquin Valley RMA Pool as of
June 30, 2011. The total amount invested by all participants in the pool is $43,857,896. The value of
the pool shares which may be withdrawn is determined on an amortized cost basis, which is different
than the fair value of the City’s portion in the pool. The fair value of the City’s share of the pool is
determined monthly and is $13,709,040 as of June 30, 2011. The pool is not registered with the
Securities Exchange Commission; however, it is managed by a registered investment advisor.
Participation in the pool is voluntary. The pools average maturity is 2.52 years and the average rating
is AAA. The pool portfolio consists of 64% Securities of U.S. Government Agencies and 36% U.S.
Corporate Obligations. The pool complies with the City’s investment policy.

(Continued)
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Note B — Cash and Investments (Continued)

Guaranteed Investment Contracts

The City invested $371,738 (held by bond trustee) in a Guaranteed Investment Contract; yielding

3.31% annually and maturing November 1, 2030. Interest is received semi-annually.

Note C — Receivables — Intergovernmental

The San Joaquin County Community Development Department administers the City of Ripon Housing
and Rental Rehabilitation Loan Program for the City of Ripon Redevelopment Agency. Accordingly,
funds are on deposit with San Joaquin County and designated for this program in the amount of

$28,111.
Note D — Interfund Transactions
Interfund transactions consist of the following:

Transfers between funds

Resources may be transferred from one City fund to another with Council approval. The purpose of
the majority of transfers is to reimburse a fund which has made an expenditure on behalf of another

fund. Less often, a transfer may be made to open or close a fund.

Transfers between funds during the year ended June 30, 2011 were as follows:

Fund . Transfers In

Major Governmental Fund
General Fund $
Special Revenue Fund — Redevelopment Low/Mod
GAP Loans
Special Revenue Fund — Redevelopment Low/Mod
Capital Projects Fund — Redevelopment — Regular
Capital Projects Fund
Debt Service Fund

Major Proprietary Fund
Sewer Enterprise
Water Enterprise
Refuse Enterprise

(Continued)
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226,615

200,000
502,912
351,270
514,467
109,021

Transfers Out

$

261,152

500,000
200,000
109,021
229,033
354,183

59,130
162,041
12,465
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Note D — Interfund Transactions (Continued)

Fund Transfers In Transfers Out
- Nonmajor Governmental Funds
Special Revenue Fund
Streets and Roads 761,558 20,818
2105 Fund - 85,000
2106 Fund - 57,000
2107 Fund - 112,000
2107.5 Fund - 4,000
COG/LTF - 500,000
Total interfund transfers 3 2,665,843 $§ 2665843

In general, the City uses interfund transfers to:

e Transfer unrestricted revenues collected in the general fund to help finance various programs
and capital projects accounted for in other funds

¢ Fund operations (move revenues from the funds that collect them to the funds that statute or

budget requires to expend them)

Fund interdepartmental cost reimbursement

Fund capital projects

Transfer of interest earned on bond proceeds

Transfer bond reserve to debt service fund

The effect of the interfund activity has been eliminated from the government-wide financial
statements.

Current interfund balances

Current interfund balances arise in the normal course of business and are expected to be repaid shortly
after the end of the fiscal year. The following is a summary of interfund balances as of June 30, 2011.

Receivable fund Payable fund Amount
Capital Projects Fund — Capital Projects Fund
Redevelopment Regular $ 3,300,000
Capital Projects Fund General Fund 118,356
General Fund Capital Projects Fund 225,476
(Continued)
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Note D — Interfund Transactions (Continued)

Receivable fund Payable fund Amount
Sewer Enterprise Fund Capital Projects Fund — Redevelopment
Regular 4,970
Special Revenue Fund — Ripon Capital Projects Fund — Redevelopment
Lighting Regular 1,224
General Fund Capital Projects Fund — Redevelopment
Regular 17,347
Debt Service Fund Capital Projects Fund — Redevelopment
Regular 109,021

Special Revenue Fund — Traffic ~ Special Revenue Fund — 2105 Fund
Congestion Relief Fund 5,387

Special Revenue Fund — Traffic ~ Special Revenue Fund — 2106 Fund
Congestion Relief Fund " 4,313

Special Revenue Fund - Traffic ~ Special Revenue Fund — 2107 Fund

Congestion Relief Fund 6,776
Water Enterprise Fund General Fund 255,000
Total interfund balances $ 4047870

Internal balances

Internal balances represent the net interfund receivables and payables remaining after the elimination
of all such balances within governmental and business-type activities.

Note E — Long-Term Debt

The City generally incurs long-term debt to finance projects or purchase assets which will have useful
lives equal to or greater than the related debt.

In governmental fund types, debt discounts and issuance costs are recognized in the current period.

Debt discounts and issuance costs incurred by proprietary fund types have also been recorded in the
period incurred in accordance with the modified cash basis of accounting.

(Continued)
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Note E — Long-Term Debt (Continued)

Current vear transactions and balances

The City’s debt issues and transactions are summarized below and discussed in detail thereafter:

Original Balance Balance Current
Amount  June 30,2010 Reductions June 30, 2011 Total
Governmental Activity Debt
General long-term debt
Redevelopment Agency
of the City of Ripon
2003 Tax Allocation :
Bonds -$ 6,320,000 $§ 5,710,000 $ 105,000 $ 5,605,000 $ 110,000
2005 Tax Allocation
Bonds 5,660,000 5,275,000 100,000 5,175,000 105,000
2007 Tax Allocation
Refunding Bonds 20,395,000 _ 19,330,000 765.000 18.565.000 435,000
$ 32,375,000 $§ 30,315,000 $ 970,000 $ 29,345,000 $ 650,000
Business-type Activity Debt
Enterprise long-term debt
1999 Revenue Bonds
(Sewer) $ 3,250,000 § 2,425,000 $ 105,000 $ 2,320,000 $ 260,000
2002 Revenue Bonds
(Water) 4,300,000 3,535,000 130,000 3,405,000 135,000
2006 Revenue Bonds
(Water) 7,845,000 7,320,000 200,000 7,120,000 205,000
$ 15,395,000 $ 13,280,000 $ 435000 $ 12,845000 $ 600,000

Tax Allocation Bonds

In 2003, the Redevelopment Agency of the City of Ripon issued Tax Allocation Bonds in the amount
of $6,320,000 to finance redevelopment projects. Agency tax increment revenue is pledged for the
repayment of these Bonds. Principal and interest are payable semi-annually each May 1 and

November 1.

In 2005, the Redevelopment Agency of the City of Ripon issued Tax Allocation Bonds in the amount
of $5,660,000 to finance redevelopment projects. Agency tax increment revenue is pledged for the
repayment of these Bonds. Principal and interest are payable semi-annually each May 1 and

November 1.

(Continued)
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Note E — Long-Term Debt (Continued)

In 2007, the Redevelopment Agency of the City of Ripon, Ripon Community Redevelopment Project
issued Tax Allocation Refunding Bonds in the amount of $20,395,000 to provide funds for certain
redevelopment projects and to defease the 2000 Tax Allocation Bonds. The bond issue included
$11,025,000 of serial bonds with interest rates ranging from 4% to 4.4% with maturities ranging from
2007 through 2027, $4,300,000 of term bonds with an interest rate of 4.5% maturing in 2034 and
$5,070,000 of escrow term bonds with an interest rate of 4.75% maturing in 2036. The bonds
maturing on or after November 1, 2018 may be called before maturity and redeemed at the option of
the Redevelopment Agency of the City of Ripon, in whole or in part from proceeds of refunding bonds
or other available funds, on November 1, 2017 or on any date thereafter. The net proceeds of the 2007
Tax Allocation Refunding Bonds were $19,581,738, after paying issuance costs of $813,262. The
Redevelopment Agency of the City of Ripon deposited $10,066,703, representing a portion of the net
proceeds from the issuance of the 2007 Tax Allocation Refunding Bonds and $806,580 representing
funds held by trustee relating to the 2000 Tax Allocation Bonds into an irrevocable trust with an
escrow agent for investment in U.S. government securities to defease the 2000 Tax Allocation Bonds.
The funds deposited with the escrow agent were used to pay the principal and interest on the refunded
bonds on November 1, 2010, at a redemption price equal to 102% of par.

Revenue Bonds
Enterprise fund long-term debt outstanding as of June 30, 2011 consists of the following:

In 1999 the City was one of three participants in $18,550,000 California Statewide Communities
Development Authority Water and Wastewater Revenue Bonds (Pooled Financing Program) Series
1999A. The City’s portion was $3,250,000. The bonds are secured by a pledge of net revenues of the
Sewer Enterprise Fund. The Sewer Enterprise Fund is required to establish user fees and rates that
will yield net revenues equal to at least 1.2 times the annual debt service. Principal payments are due
annually on October 1. Interest payments are payable semi-annually on April 1 and October 1. In
July 2011, these bonds were refunded. The refunding bonds have a coupon rate of 4.2%, with interest
payable semi-annually on April 1 and October 1. Principal payments are due annually on October 1.

In 2002 the City was one of four participants in $34,335,000 California Statewide Communities
Development Authority Water and Wastewater Revenue Bonds (Pooled Financing Program) Series
2002A. The City’s portion was $4,300,000. The bonds are secured by a pledge of net revenues of the
Water Enterprise Fund. The Water Enterprise Fund is required to establish user fees and rates that
will yield net revenues equal to at least 1.2 times the annual debt service. Principal payments are due
annually on October 1. Interest payments are payable semi-annually on April 1 and October 1.

In August 2006 the City issued $7,845,000 California Statewide Communities Development Authority
Water Revenue Bonds Series 2006C. The bonds are secured by a pledge of net revenues of the Water
Enterprise Fund. The Water Enterprise Fund is required to establish user fees and rates that will yield
net revenues equal to at least 1.2 times the annual debt service. Principal payments are due annually
on October 1. Interest payments are payable semi-annually on April 1 and October 1.

{Continued)
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Note E ~ Long-Term Debt (Continued)

Debt outstanding as of June 30, 2011, consists of the following:

Interest rate Maturity date Amounts issued Outstanding
Governmental Activity Debt
Redevelopment Agency 2003
Tax Allocation Bonds
Serial Bonds 3.45% —4.55% November 1, 2020 $ 2,060,000 $ 1,345,000
Term Bonds 4.45% November 1, 2027 1,345,000 1,345,000
Term Bonds 4.75% November 1, 2032 2,915,000 2.915,000
6,320,000 5,605,000
Redevelopment Agency 2005
Tax Allocation Bonds
Serial Bonds 3.5% —3.625% November 1, 2013 805,000 320,000
Term Bonds 3.00% November 1, 2017 485,000 485,000
Term Bonds 5.00% November 1, 2025 1,230,000 1,230,000
Term Bonds 4.75% November 1, 2035 3,140,000 3,140,000
5,660,000 5,175,000
Redevelopment Agency 2007
Tax Allocation Bonds
Serial Bonds 4.00% —4.4% November 1, 2027 11,025,000 9,605,000
Term Bonds 4.50% November 1, 2034 4,300,000 4,300,000
Term Bonds 4,75% November 1, 2036 5,070,000 4.660.000
20,395,000 18.565.000
$ 32,375,000 $ 29,345,000
Business-type Activity Debt
Enterprise Fund Bonds
1999 Revenue Bonds (Sewer)
Serial Bonds 4.40% —4.75% October 1, 2014 $ 1,390,000 $ 460,000
Term Bonds 5.00% October 1, 2025 1.860.000 1,860,000
3.250.000 2,320,000
(Continued)
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Interest rate Maturity date Amounts issued  Outstanding

%

Business-type Activity Debt (Continued)

2002 Revenue Bonds (Water)

Serial Bonds 4.00% — 5.00% October 1, 2018 2,155,000 1,260,000
Term Bonds 5.125% October 1, 2022 840,000 . 840,000
Term Bonds 5.00% October 1, 2032 1.305.000 :1,305.000

4,300,000 3.405.000

2006 Revenue Bonds (Water) - '

Serial Bonds 3.60% —4.30% October 1, 2021 3,475,000 . 2,750,000
Term Bonds 4.50% October 1, 2027 2,120,000 2,120,000
Term Bonds 4.50% October 1, 2032 2,250,000 2,250,000

7.845.000 7,120,000

15,395,00 12,845

Annual debt service requirements are shown below for all long-term debt:

Governmental Activities Business-type Activities
For the year

ending June 30, Principal Interest Principal Interest
2012 $ 650,000 $ 1,301,918 $ 600,000 $ 527,847
2013 675,000 1,276,193 460,000 535,545
2014 700,000 1,249,230 480,000 516,784
2015 730,000 - 1,221,311 505,000 496,808
2016 760,000 1,192,449 525,000 475,563
2017-2021 4,285,000 5,450,830 2,980,000 2,013,446
2022-2026 5,315,000 4,395,471 3,715,000 1,261,558
2027-2031 6,645,000 3,044,896 2,620,000 484,326
2032-2036 7,910,000 1,333,720 960,000 43,650
2037 1,675.000 39.781 - -
Total $29.345.000 § 20,505,799 $12,845,000 §$ 6355527
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Note F - 2007 Debt Defeasance

During the year ended June 30, 2007, the Redevelopment Agency of the City of Ripon defeased the
2000 tax allocation bond by creating a separate irrevocable trust fund. New debt has been issued and
the proceeds have been used to purchase U.S. government securities that were placed in the trust fund.
The investments and fixed earnings from the investments are sufficient to fully service the defeased
debt until the debt is called or matures. For financial reporting purposes, the debt has been considered
defeased and therefore removed as a liability from the City’s government-wide financial statements.
During the year ended June 30, 2011, the 2000 tax allocation bonds were paid in full.

Note G - Site Lease
October 11, 2006, the City entered into a lease-financing agreement with Municipal Finance
Corporation to facilitate the purchase of street lighting. Municipal Finance Corporation assigned the
lease to Westamerica Bank, which in turn, leases the property to the City. Westamerica prepaid all
rental payments totaling $420,422 in November, 2006.

Future minimum annual rental expense on the sublease with Westamerica Bank follows:

Year ending June 30,

2012 $ 39,147
2013 39,147
2014 39,147
2015 39,147
2016 39,147

. Later years 234.883
b 430,618

Rental expense related to the site lease totaled $39,147 for the year ended June 30, 2011,
Note H — Net Assets and Fund Balances
Net assets and fund balances consist of the following:
Net assets
Net Assets in the Government-Wide Financial Statements represents the excess of all the City’s assets

over all its liabilities, regardless of fund. Net Assets are divided into three captions and are described
as follows: :

(Continued)
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Invested in Capital Assets, net of related debt describes the portion of Net Assets which is represented by
the current net book value of the City’s capital assets, less the outstanding balance of any debt issued to
finance these assets. However, the City has not capitalized capital assets. Therefore, this caption reflects
only the outstanding debt used to finance capital assets.

Restricted describes the portion of Net Assets which is restricted as to use by the terms and conditions
of agreements with outside parties, governmental regulations, laws, or other restrictions which the
City cannot unilaterally alter. These include developer fees received for use on capital projects, debt
service requirements, and redevelopment funds restricted to low and moderate income purposes.

Unrestricted describes the portion of Net Assets which is not restricted as to use.

Fund balances (restricted)

In the fund financial statements, fund balances represent the net current assets of each fund. Portions
of a fund balance may be restricted.

Restrictions are placed by outside entities, such as other governments, which restrict the expenditures
of the reserved funds to the purpose intended by the entity which provided the funds.

Restrictions for debt service is the portion of fund balance restricted under debt covenants for the
payment of principal and interest on long-term liabilities.

Restrictions for capital outlay are the portions of unspent bond proceeds reserved for capital projects,
or unspent proceeds from grants from other governments.

Restrictions for low and moderate income housing is the portion of redevelopment fund balance
legally required to be set-aside for low and moderate income housing expenditures under the
California Health and Safety Code.

Fund balance and net asset deficits

Major funds

The Capital Project Fund had a deficit fund balance of $369,607. The deficit is due to the City
incurring costs in excess of revenues. The fund deficit is expected to be offset in the future from the
receipts of contributions and various fees.

The Sewer Enterprise Fund and the Water Enterprise Fund had net asset (deficits) of $1,745,681 and
$6,772,270, respectively, at June 30, 2011. These deficits are due to the City incurring costs in excess
of revenues and are expected to be offset in the future from the receipt of revenues from charges for
services and construction permits.

(Continued)
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Nonmajor funds

-

A deficit fund balance of $3,215 exists in the 2105 Fund. The deficit is due to the City incurring costs
in advance of revenues. The fund deficit is expected to be offset in the future from the receipt of
intergovernmental revenue.

A deficit fund balance of $2,139 exists in the 2106 Fund. The deficit is due to the City incurring costs
in advance of revenues. The fund deficit is expected to be offset in the future from the receipt of
intergovernmental revenue.

A deficit fund balance of $2,805 exists in the 2107 Fund. The deficit is due to the City incurring costs
in advance of revenues. The fund deficit'is_expected to be offset in the future from the receipt of
intergovernmental revenue.

A deficit fund balance of $53,015 exists in the Community Development Block Grant Fund. The
deficit is due to the City incurring costs in excess of revenues. The fund deficit is expected to be
offset in the future from the receipt of grant revenue. o

A deficit fund balance of $36,606 exists in the Dutch Meadows Assessment District Fund. The deficit
is due to the City incurring costs in advance of revenues. The fund deficit is expected to be offset in
the future from the receipt of assessment revenue.

A deficit fund balance of $6,597 exists in the Country Woods Assessment District Fund. The deficit
is due to the City incurring costs in advance of revenues. The fund deficit is expected to be offset in
the future from the receipt of assessment revenue.

A deficit fund balance of $5,626 exists in the Farmland Estates District Fund. The deficit is due to the
City incurring costs in advance of revenues. The fund deficit is expected to be offset in the future
from the receipt of assessment revenue.

A deficit fund balance of $61,479 exists in the Main Street Assessment District Fund. The deficit is
due to the City incurring costs in advance of revenues. The fund deficit is expected to be offset in the
future from the receipt of assessment revenue.

A deficit fund balance of $219,039 exists in the Ripon Lighting Assessment District Fund. The deficit

is due to the City incurring costs in advance of revenues. The fund deficit is expected to be offset in
the future from the receipt of assessment revenue.
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Note I - Employee Retirement Systems

Defined contribution plan

The City provides pension benefits for all of its permanent full-time employees, who completed six
consecutive months of employment, through the City of Ripon Money Purchase Thrift Pension Plan, a
defined contribution plan, with the exception of public safety officers. On April 4, 1990, the public
safety officers elected to participate in the California Public Employees Retirement System. In a
defined contribution plan, benefits depend solely on amounts contributed to the plan plus investment
earnings. As of June 30, 2011, there were 57 plan members. Plan provisions and contribution
requirements are established and may be amended by the City of Ripon City Council. The City
contributes 10% of the total compensation of all participants who agree to contribute 5% of their
compensation to the plan. The City entered into a Memorandum of Understanding with the Union
representing its employees which requires the City to “pick up” the 5% employee contribution. All
such contributions are designated as employee contributions and are fully vested. The plan also
allows additional employee contributions up to 6.6% of annual compensation, and the City will match
such contributions at a 50% rate up to 3.3% of the qualified employee’s annual compensation. The
trust agreement provides that each participant directs the investments held in his/her individual
account. Participants are immediately vested in their contributions plus actual earnings thereon. The
City’s contributions for each employee and interest allocated to the employee’s account are fully
vested after six years of continuous service. City contributions for, and interest forfeited by,
employees who leave employment before six years of service are redistributed to all participants based
on salary and vesting levels with the exception of the additional contributions up to 6.6% of annual
compensation referenced above, which are immediately fully vested.

The City’s total payroll in fiscal year 2011 was $5,258,138. The City’s contributions were calculated
using the base salary amount of $3,147,492 for employees participating in the City’s defined
contribution plan. The total employee and employer contributions for the year ended June 30, 2011
were $279,545 and $375,835, respectively. The employee and employer contributions represented
8.9% and 11.9% of covered payroll, respectively.

California Public Employees Retirement System

Plan Description

The City’s defined benefit pension plan, Safety Plan of the City of Ripon, provides retirement and
disability benefits, annual cost-of-living adjustments, and death benefits to plan members and
beneficiaries. Plan members consist of public safety officers only. The Safety Plan of the City of Ripon
is part of the Public Agency portion of the California Public Employees Retirement System (CalPERS),
an agent multiple-employer plan administered by CalPERS, which acts as a common investment and
administrative agent for participating public employers within the State of California. A menu of benefit
provisions as well as other requirements are established by State statutes within the Public Employees’

(Continued)
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Retirement Law. The City selects optional benefit provisions from the benefit menu by contract with
CalPERS and adopts those benefits through local ordinance (or other local methods). CalPERS issues a
separate comprehensive annual financial report. Copies of the CalPERS annual financial report may be
obtained from the CalPERS Executive Office, 400 P Street, Sacramento, CA 95814.

Funding Policy

Active plan members in the Safety Plan of the City of Ripon are required to contribute 9% of their
annual covered salary. The City makes the contributions required by City employees on their behalf
and for their account. The City is required to contribute the actuarially determined remaining amounts
necessary to fund the benefits for its members. The actuarial methods and assumptions used are those
adopted by the CalPERS Board of Administration. The required employer contribution rate for the
year ended June 30, 2011 was 24.205% for police officers. The contribution requirements of the plan
members are established by State statute and the employer contribution rate is established and may be
amended by CalPERS.

Annual Pension Cost

For the year ended June 30, 2011, the City’s annual pension cost was $425,314 and the City actually

contributed $425,314. The required contribution for the year ended June 30, 2011 was determined as

part of the actuarial valuation as of June 30, 2008 using the entry age actuarial cost method with the .
contributions determined as a percent of pay. The actuarial assumptions included (a) 7.75%

investment rate of return (net of administrative expenses); (b) projected salary increases depending on

age, service and type of employment ranging from 3.25% to 14.45%; (c) 3.0% inflation and (d)

payroll growth of 3.25%. The actuarial value of the Safety Plan of the City of Ripon’s assets was

determined using a technique that smoothes the effect of short-term volatility in the market value of
investments over a fifteen-year period. Changes in liability due to plan amendments, changes in

actuarial assumptions or changes in actuarial methods are amortized as a level percentage of projected

payroll on a closed basis. The average remaining amortization period at June 30, 2008 was 16 years.

The Safety Plan of the City of Ripon had a net unfunded actuarial liability at June 30, 2008.

Three-Year Trend Information for Safety Plan of the City of Ripon:

Annual Percentage Net
Fiscal Year Pension of APC Pension
Ended Cost (APC) Contributed Obligation
6/30/09 $ 505,080 100% $ 0
6/30/10 496,327 100 0
6/30/01 425314 100 0
(Continued)
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Funded status of pooled “Safety” plan (reported in millions)

Unfunded
actuarial
Actuarial Unfunded/ Annual accrued liability
Actuarial Accrued value of  (Overfunded) Funded covered (excess assets)

date liability assets liability status payroll as a % of payroll
6/30/07 $§ 7,986 $ 6,827 § 1,159 855% § 832 139.4%
6/30/08 8,701 7,465 1,236 85.8 915 135.1
6/30/09 9,722 8,027 1,695 82.6 974 174.0

Note J — Risk Management

The City is exposed to various risks of loss related to torts, errors and omissions and injuries to
employees. The City participates in a pooled liability program for general liability and workers
compensation through the Central San Joaquin Valley Risk Management Authority (Authority). The
pooled liability program is an insurance pool provided through the deposits of approximately 57
member cities. The Authority is not an insurance company and does not charge a premium for
coverage. Audited financial statements are available from the Central San Joaquin Valley Risk
Management Authority at 1020 19 Street, Suite 200, Sacramento, CA 95814.

General liability

The liability coverage provided by the Authority is completely self-insured by its member cities and
all losses and related costs are shared among the other member cities in the pool above the member
City’s retained limit of $50,000 for the 2006 through 2010 program years. The Authority determines
the amount of risk each member city brings to the pool and calculates a relative risk distribution
factor. The unobligated balance of program years 2006 through 2010 is $249,345 as of June 30, 2010
(most recent information). At the time the respective program year is closed any surplus will be
refunded to the City and net deficits will be billed to the City. The City’s financial statements are
prepared on the modified cash basis of accounting and, accordingly, a liability for net fund deficits, if
any, on open program years has not been recorded. Disbursements to the Authority for general
liability coverage during the year ended June 30, 2011 were $117,344.

Workers’ compensation

The workers® compensation coverage is provided by the Authority through a pooling feature which
requires the member cities to self-insure a portion of each claim. Sharing of the risk is accomplished
by forming pooled layers above the member city’s retained limit of $50,000 for the 2006 through 2010
program years. The unobligated balance of program years 2006 through 2010 is $25,753 as of June 30,
2010 (most recent information). At the time the respective program year is closed any surplus will be
refunded to the City and net deficits will be billed to the City. The Pooled Workers’ Compensation
Program participates in Local Agency Workers’ Compensation Joint Powers Authority (LAWCX).

(Continued)
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Members of LAWCX risk share the layer between $150,000 and $5,000,000. Effective July 1, 2003,
LAWCX joined the California Public Entity Excess Insurance Authority (CPEIA), a joint powers
authority comprised of a number of individual public entities and other joint power authorities.
CPEIA provides coverage above $5,000,000. The City’s financial statements are prepared on the
modified cash basis of accounting and, accordingly, a liability for net fund deficits, if any, on open
program years has not been recorded. Disbursements to the Authority for workers’ compensation
coverage during the year ended June 30, 2011 were $263,836.

Note K ~ Contingencies and Commitments

Contingencies

Grant Program Involvement

In the normal course of operations, the City participates in various federal or state grant/loan programs
from year to year. The grant/loan programs are often subject to additional audits by agents of the
granting or loaning agency, the purpose of which is to ensure compliance with the specific conditions
of the grant or loan. Any liability of reimbursement that may arise as a result of these audits cannot be
reasonably determined at this time, although it is believed the amount, if any, would not be material.

Litigation

The City is involved in litigation arising in the ordinary course of operations that, in the opinion of
management, will not have a material effect on the financial condition of the City.

Commitments

The City is undertaking a number of capital improvement projects, the most significant of which
include the following at June 30, 2011:
Balance remaining
on contracts

outstanding
Street maintenance, rehabilitation, signal lights, sidewalks, storm drains
and bike trails $ 635,400
Wells and groundwater data 76,348
Parks 73,376
Other . 112,817
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Note L — Revenue Limitations Imposed by California Proposition 218

Proposition 218, which was approved by the voters in November 1996, regulates the City’s ability to
impose, increase, and extend taxes, assessments, and fees. Any new increased, or extended taxes,
assessments, and fees subject to the provisions of Proposition 218, require voter approval before they
can be implemented. Additionally, Proposition 218 provides that these taxes, assessments, and fees
are subject to the voter initiative process and may be rescinded in the future years by the voters.

Note M — Proposition 1A Borrowing by the State of California

Under the provisions of Proposition 1A and as part of the 2009-10 budget package passed by the
California state legislature on July 28, 2009, the State of California borrowed 8% of the amount of
property tax revenue, including those property taxes associated with the in-lieu motor vehicle license
fee, the triple flip in lieu sales tax, and supplemental property tax, apportioned to cities, counties and
special districts (excluding redevelopment agencies). The state is required to repay this borrowing
plus interest by June 30, 2013. After repayment of this initial borrowing, the California legislature
may consider only one additional borrowing within a ten-year period. The amount of this borrowing
pertaining to the City of Ripon was:

General Fund $ 256,375
Sewer Enterprise Fund 4,912
Ripon Lighting 1,047

$ 262,334

Authorized with the 2009-10 State budget package, the Proposition 1A Securitization Program was
instituted by the California Statewide Communities Development Authority (“California
Communities™), a joint powers authority sponsored by the California State Association of Counties
and the League of California Cities, to enable local governments to sell their Proposition 1A
receivables to California Communities. Under the Securitization Program, California Communities
simultaneously purchased the Proposition 1A receivables and issued bonds (“Prop 1A Bonds™) to
provide local agencies with cash proceeds in two equal installments, on January 15, 2010 and May 3,
2010. The purchase price paid to the local agencies equaled 100% of the amount of the property tax
reduction. All transaction costs of issuance and interest were paid by the State of California.
Participating local agencies have no obligation on the bonds and no credit exposure to the State. The
City’s General Fund participated in the securitization program and accordingly property taxes have
been recorded in the same manner as if the State had not exercised its rights under Proposition 1A.
The receivable sale proceeds were equal to the book value and, as a result, no gain or loss was
recorded.

(Continued)
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Note M — Proposition 1A Borrowing by the State of California (Continued)

The City’s Sewer Enterprise Fund and Ripon Lighting District did not participate in the Securitization
Program. Accordingly, under the modified cash basis of accounting, the borrowed tax revenues are
not permitted to be recognized as revenue in the governmental fund financial statements or the
government-wide financial statements until the tax revenues are received from the State of California
(expected to be fiscal year 2012-13).

Note N — Subsequent Events

Recent Changes in Legislation Affecting California Redevelopment Agencies

On June 29, 2011, the Governor of the State of California signed Assembly Bilis X1 26 and 27 as part
of the State’s budget package. Assembly Bill X1 26 requires each California redevelopment agency to
suspend nearly all activities except to implement existing contracts, meet already-incurred obligations,
preserve its assets and prepare for the impending dissolution of the agency. Assembly Bill X1 27
provides a means for redevelopment agencies to continue to exist and operate by means of a Voluntary
Alternative Redevelopment Program. Under this program, each city would adopt an ordinance
agreeing to make certain payments to the County Auditor Controller in fiscal year 2011-12 and annual
payments each fiscal year thereafter. Assembly Bill X1 26 indicates that the City “may use any
available funds not otherwise obligated for other uses” to make this payment.

Assembly Bill X1 26 directs the State Controller of the State of California to review the propriety of
any transfers of assets between redevelopment agencies and other public bodies that occurred after
January 1, 2011. If the public body that received such transfers is not contractually committed to a
third party for the expenditure or encumbrance of those assets, the State Controller is required to order
the available assets to be transferred to the public body designated as the successor agency by
Assembly Bill X1 26. In the event that Assembly Bill X1 26 is upheld, the interagency receivable
recognized by funds of the City that had previously loaned or advanced funds to the redevelopment
agency may become uncollectible resulting in a loss recognized by such funds. The City might
additionally be impacted if reimbursements previously paid by the redevelopment agency to the City
for shared administrative services are reduced or eliminated.

The League of California Cities and the California Redevelopment Association (CRA) filed a lawsuit
on July 18, 2011 on behalf of cities, counties and redevelopment agencies petitioning the California
Supreme Court to overturn Assembly Bills X1 26 and 27 on the grounds that these bills violate the
California Constitution. On August 11, 2011, the California Supreme Court issued a stay of all of
Assembly Bill X1 27 and most of Assembly Bill X1 26. The California Supreme Court stated in its
order that “the briefing schedule is designed to facilitate oral argument as early as possible in 2011,
and a decision before January 15, 2012.” A second order issued by the California Supreme Court on
August 17, 2011 indicated that certain provisions of Assembly Bills X1 26 and 27 were still in effect

(Continued)

40



CITY OF RIPON, CALIFORNIA
Notes to Financial Statements

June 30, 2011 A

Note N — Subsequent Events (Continued)

and not affected by its previous stay, including requirements to file an appeal of the determination of
the community remittance payment by August 15, the requirement to adopt an Enforceable
Obligations Payment Schedule (“EOPS”) by August 29, 2011, and the requirement to prepare a
preliminary draft of the initial Recognized Obligation Payment Schedule (“ROPS™) by September 30,
2011.

Because the stay provided by Assembly Bill X1 26 only affects enforcement, each agency must adopt
an Enforceable Obligation Payment Schedule and draft Recognized Obligation Payment Schedule
prior to September 30, as required by the statute. Enforceable obligations include bonds, loans and
payments required by the federal or State government; legally enforceable payments required in
connection with agency employees sich as pension payments and unemployment payments,
judgments or settlements; legally binding and enforceable:agreements or contracts; and contracts or
agreements necessary for the continued administration or operation of the agency that are permitted
for purposes set forth in AB1X 26.

On September 20, 2011, Resolution No. 11-9 was adopted by the City of Ripon Redevelopment
Agency, indicating that the Agency will not comply with the Voluntary Alternative Redevelopment
Program in order to permit the continued existence and operation of the Agency, in the event
Assembly Bills X1 26 and/or 27 are upheld as constitutional.

On December 29, 2011, the California Supreme Court upheld Assembly Bill X1 26 and voted against
Assembly Bill X1 27. Accordingly, the City of Ripon Redevelopment Agency will cease its
operations during the fiscal year ending June 30, 2012.

Management believes that the City of Ripon Redevelopment Agency will have sufficient funds to pay
its obligations as they become due during the fiscal year ending June 30, 2012.

Sewer Enterprise Fund

During July 2011, the 1999 California Statewide Communities Development Authority Water and
Wastewater Revenue Bonds were refunded. Refer to Note E.
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CITY OF RIPON, CALIFORNIA

Combining Balance Sheet - Modified Cash Basis
Nonmajor Governental Funds

June 30, 2011

Traffic
Streets 2105 2106 2107 21075 Congestion STA/BUS
and Roads Fund Fund Fund Fund Relief Fund Measure K COG/LTE Fund
ASSETS o
Cash and investments $ 201876 % 2172 8 2,174 § 3971 § 630 § 146,796 $§ 210,888 § 69,366 § 120
Cash and investments - restricted - - - - - - - - 68,499
Due from other funds - - - - - 16,476 - - -
Receivables - intergovernmental - - - - - - - - -

Total assets § 201876 § 2172 § <174 § 3971 3 630 § 163272 § 210888 § 69,366 § 68,619

LIABILITIES AND FUND BALANCES
Liabilities
Due to other funds $ - 8 5,387 § 4313 § 6,776 § - 38 - 3 - 3 - -
Total liabilities - 3.387 4313 6,776 - - - - -

Fund balances
Nonspendable
Advances to other funds - - - - - - FE. - ~
Restricted for
Public safety - - - - - - i N B
Low and moderate income housing - - - - - - - . .
Capital projects - - - - - - - . 68,499
Debt service - - - . - . . _ _
Committed to .
Assessment Districts - - - - - - - R R
Assigned to
Housing programs - - - - - - -
Capital projects ’ - - - - 630 163,272 210,888 69,366 -
Subsequent year expenditures - - - - - - . . .
Other purposes 201,876 - - - - - - - 120
Unassigned - (3,215) (2,139) (2,805) - - - - -
Total fund balances 201,876 (3213) (2,139) (2,805) 630 163,272 210,888 69,366 68,619

Total liabilities and fund balances $ 201876 § 2,172 § 2,174 § 3,971 § 630 § 163272 § 210,888 § 69,366 § 68,619




Special Revenue Funds

Total
Nonmajor
Dutch Country Farmland Jacobs Carolina's Boesch/Kingery Main Street Ripon Governmental
CDBG Meadows Woods Estates Landing Landscape Assessment Landscape Comerstone | Lighting Funds
$§  (53,015) § (36,606) § 6,597) $ (5,626) § 18,070 $ 21973 § 29490 $ (61,479) § 4084 §  (220263) § 364,784
- - - - - - - - - - 68,499
~ . - - - - - - - 1,224 17,700
$  (53,015) § (36.606) § (6,597) $ (5,626) § 18,070 § 21973 § 29490 § (61479) § 40844 § (219039 § 450.983
3 - 8 - 3 -3 - 3 - 3 -3 - 3 - 3 - 8 - 8 16,476
- - - - - - - - - - 16.476
- - - - - - - - - - 68,499
- - - - 18,070 21,973 29,490 - 40,844 - 110,377
- - - - - - - - - - 444,156
- - - - - - - - . - - 201,996
(53,015) (36,606) (6,597) (3.626) - - - (61,479) - (219.039) (390,521)
(53.015) (36.606) (6,597) (5,626) 18,070 21,973 29,490 (61.479) 40,844 (219,039) 434,507
'
$ (33,015 $ (36,606) $ (6,597) § (5.626) $ 18070 % 21,973 § 29490 § (61479 $ 40,844 §  (219,039) $ 450,983

42



COMBINING STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES — MODIFIED CASH BASIS
NONMAJOR GOVERNMENTAL FUNDS




Combining Statement of Revenues, Expenditures and Changes in Fund Balances - Modified Cash Basis
Nonmajor Governmental Funds

Revenues

Taxes

Less supplemental educational revenue
sugmentation fund payment

Assessments

Licenses, permits and fees

Investment income

Intergovernmental revenue

Charges for services

Fines and forfeitures

Contributions

Housing/loan program income

Other 5

Totat revenues

Expenditures ki

Generaf Government :

Administration

Legislative
Public Safety

Police
Streets and Public Works

Streets

Planning

Engineening

Building
Culture and Recreation

Library

Parks and recreation

Community center
Community development block grant
Special assessment districts
Housing/loan program expense
Property tax collection fee
Intergovernmental passthroughs
Allocation to other department costs
Other
Project costs
Capital outlay
Debt service - principal
Debt service - interest

Total expenditures

Excess (deficiency) of revenues over
expenditures

Other financing sources (uses)
Operating transfers in
Operating transfers out

Total other financing sources (uses)

Net change in fund balances

Fund balances, beginning of year

Fund balauces, end of year

CITY OF RIPON, CALIFORNIA

For the year ended June 30, 2011

Streets

and Roads '

17,260
4,885

433,387.

STA/BUS
Fund

423
73,934
1,184

455,532

540,710

798,502

75,541

1,398,067

(942,535)

71,291

761,558
(20,818)

(85,000) (57,000)

740,740

(201,795)

403,671

71,291

(2.672)

201,876 §

68,619




Special Revenue Funds

Total
Nonmajor
Dutch Country Farmland Jacobs Carolina's  Boesch/Kingery =~ Main Street ) Ripon Governmental
CDBG Meadows Woods Estates Landing Landscape Assessment Landscape  Comerstone [ Lightin Funds

5 - 5 - 5 - 5 - 8 - 3 - 3 - 5 - 5 - 5 11,024 5 11,024
- 4,541 7.809 3,350 5,701 9,249 6,061 10,818 12,828 235,420 295,777

- - - - - - - - - - 17,260

- - - - - - - - - 257 12,491

35912 - - - - - - - - 102 1,693,076

- - - - - - - - - - 1,184

35912 4,541 7,809 3,350 5,701 9.249 6.061 10818 12,828 246,803 2,030,812

- . - - - - . - - N 544,543

! - - - - - - - - - - -
9,555 - - - - - - - - - 9,555

- 1,946 2,929 3,048 2,606 1,836 2,162 18,588 2,128 209,180 244,423

- 212 319 332 284 200 235 2,022 231 22,769 85876

- - - - - - - - - - 798,502

R 9,555 2,158 3,248 3,380 2,890 2,036 2,397 20,610 2,359 231,949 1,682,899
26,357 2,383 4,561 (30) 2811 7213 3,664 (9,792) 10,469 14,854 347913

- - . - - - - - - - 761,558
- - - - - - - - - - (778,818)
- - - - - - - - - - (17,260)

26,357 2,383 4,561 (30) 2811 7,213 3,664 {9.792) 10,469 14,854 330,653
(79,372) (38,989) {11,158) 5,596) 15,259 14,760 25,826 (51,687) 30,375 {233,893) 103,854

5 (53,015} § (36,606) $ (6,597) § (5,626} § 18,070 § 21973 % 29490 § (61.479) § 40,844 3 (219,039) § 434,507
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SINGLE AUDIT SECTION



CROCE & COMPANY

Accountancy Corporation

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

The Honorable Mayor and
Members of the City Council
City of Ripon, California

We have audited ihe financial statements of the governmental activities, the business-type activities, each
- major fund, and the aggregate remaining fund information of the City of Ripon, California as of and for
the year ended ‘June 30, 2011, which collectively comprise the City of Ripon, California’s basic
financial statements and have issued our report thereon dated January 9, 2012. We conducted our audit
in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered City of Ripon, California’s internal control over
financial reporting as a basis for designing our auditing procedures for the purpose of expressing our
opinions on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the City of Ripon, California’s internal control over financial reporting. Accordingly,
we do not express an opinion on the effectiveness of the City of Ripon, California’s internal control
over financial reporting.

A deficiency in internal control 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 and correct misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control such that there is a reasonable possibility that a material
misstatement of the entity’s financial statements will not be prevented, or detected and corrected on a
timely basis.

Our consideration of the internal control over financial reporting was for the limited purpose described in
the first paragraph of this section and was not designed to identify all deficiencies in internal control over
financial reporting that might be deficiencies, significant deficiencies, or material weaknesses. We did
not identify any deficiencies in internal control over financial reporting that we consider to be material
weaknesses, as defined above. However, we identified a deficiency in internal control over financial
reporting described in the accompanying schedule of findings and questioned costs that we consider to be
a significant deficiency in internal control over financial reporting. Refer to page 51, Finding 2011-1. A
significant deficiency is a deficiency, or combination of deficiencies, in internal control that is less severe
than a material weakness, yet important enough to merit attention by those charged with governance.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Ripon, California’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. However, providing an opinion on
compliance with those provisions was not an objective of our audit and, accordingly, we do not express
such an opinion. The results of our tests disclosed an instance of noncompliance or other matters that is
required to be reported under Government Auditing Standards, and which is described in the
accompanying schedule of findings and questioned costs. Refer to page 52, Finding 2011-2.

City of Ripon, California’s response to the findings identified in our audit is described in the
accompanying schedule of findings and responses. We did not audit City of Ripon, California’s
response and, accordingly, we express no opinion on it.

This report is intended solely for the information and use of management, City Council, others within the
entity, federal awarding agencies and pass-through entities, State Controller’s Office and County of San
Joaquin and is not intended to be gnd d not be used by anyone other than these specified parties.

R ANY
Accountancy Corporation
Stockton, California
January 9, 2012
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CROCE & COMPANY

Accountancy Corporation

INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE WITH REQUIREMENTS
THAT COULD HAVE A DIRECT AND MATERIAL EFFECT ON EACH
MAJOR PROGRAM AND ON INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

The Honorable Mayor and
Members of the City Council
City of Ripon, California

Compliance

We have audited the City of Ripon, California’s compliance with the types of compliance requirements
described in the OMB Circular A-133 Compliance Supplement that could have a direct and material effect
on each of the City of Ripon, California’s major federal programs for the year ended June 30, 2011. City
of Ripon, California’s major federal programs are identified in the summary of auditors’ results section of
the accompanying schedule of findings and questioned costs. Compliance with the requirements of laws,
regulations, contracts, and grants applicable to each of its major federal programs is the responsibility of
City of Ripon, California’s management. Our responsibility is to express an opinion on City of Ripon,
California’s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of
States, Local Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance
with the types of compliance requirements referred to above that could have a direct and material effect
on-a major federal program occurred. An audit includes examining, on a test basis, evidence about City
of Ripon, California’s compliance with those requirements and performing such other procedures as we
considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our
opinion. Our audit does not provide a legal determination on City of Ripon, California’s compliance
with those requirements.

In our opinion, City of Ripon, California complied, in all material respects, with the compliance
requirements referred to above that could have a direct and material effect on each of its major federal

programs for the year ended June 30, 2011.

Internal Control Over Compliance

Management of City of Ripon, California is responsible for establishing and maintaining effective
internal control over compliance with the requirements of laws, regulations, contracts and grants
applicable to federal programs. In planning and performing our audit, we considered City of Ripon,
California’s internal control over compliance with the requirements that could have a direct and material
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effect on a major federal program to determine the auditing procedures for the purpose of expressing our
opinion on compliance and to test and report on internal control over compliance in accordance with
OMB Circular A-133, but not for the purpose of expressing an opinion on the effectiveness of internal
control over compliance. Accordingly, we do not express an opinion on the effectiveness of City of
Ripon, California’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent or detect and correct, foncompliance with a type of compliance requirement of a
federal program on a timely basis. A material weakness in internal control over compliance is a
deficiency, or combination of deficiencies, in internal contrél over compliance, such that there is a
reasonable possibility that material noncompliance with a type of compliance requirement of a federal
program will not be prevented, or detected and corrected, on a timely basis.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be deficiencies, significant deficiencies, or material weaknesses. We did not
identify any deficiencies in internal control over compliance that we consider to be material weaknesses,
as described above. '

This report is intended solely for the information and use of management, City Council, others within the
entity, federal awarding agencies and pass-through entities, State Controller’s Office and County of San
Joaquin and is not intended to be 2

Accountancy Corporation
Stockton, California
January 9, 2012
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CITY OF RIPON, CALIFORNIA
NOTE TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

JUNE 30, 2011

Note A — Basis of Presentation

The accompanying Schedule of Expenditures of Federal Awards includes the federal grant activity of
the City of Ripon, California and is presented on the modified cash basis of accounting which is a
comprehensive basis of accounting other than accounting principles generally accepted in the United
States of America. The information in this schedule is presented in accordance with the
requirements of Office of Management and Budget Circular A-133, Audits of States, Local
Governments, and Nonprofit Organizations. Therefore, some amounts presented in this schedule
may differ from amounts presented in, or used in the preparation of, the basic financial statements.
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FINDINGS, RECOMMENDATIONS AND RESPONSES SECTION



CITY OF RIPON, CALIFORNIA
Schedule of Findings and Questioned Costs — Current Year

For the year ended June 30, 2011

Section I — Summary of Auditor’s Results

Financial Statements

Type of auditor’s report issued: Unqualified

Internal control over financial reporting:

Significant deficiencies in internal control identified? X yes no
Significant deficiencies in internal control identified
considered to be material weaknesses? __yes X _ no
Noncompliance material to financial statements noted? _X _ yes no
Federal Awards

Internal control over major programs:
Significant deficiencies in internal control identified? yes X no
Significant deficiencies in internal control

considered to be material weaknesses? yes X __ none reported
Type of auditor’s report issued on compliance

for major programs: Unqualified
Any audit findings disclosed that are required to

be reported in accordance with OMB Circular A-133,

Section 510(a) yes X no
Identification of major programs:
CFDA Number ' Name of Federal Program or Cluster

20.205 United States Department of Transportation

American Recovery and Reinvestment — Highway

Planning and Construction

14.239 United States Department of Housing and Urban

Development

Home Investment Partnership Program

(Continued)
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CITY OF RIPON, CALIFORNIA
Schedule of Findings and Questioned Costs — Current Year (Continued)

For the year ended June 30, 2011

Dollar threshold used to distinguish between

Type A and Type B programs $300,000 and all loans
and loan guarantees

Auditee qualified as low-risk auditee? yes X _no
Section II — Financial Statement Findings

We noted one significant deficiency relating to financial statement internal controls during the audit of
City of Ripon, California. The significant deficiency is not considered to be a material weakness.

We noted no instances of noncompliance material to the financial statements of City of Ripon,
California during the audit.

Internal Control Qver Financial Reporting

Findings 2011 -1

Criteria:

The American Institute of Professional Standards, United States of America Auditing Standards, AU
Section 325, Communicating Internal Control Related Matters Identified in an Audit, requires the
auditor to communicate, in writing, to management and those charged with governance, significant
deficiencies and material weaknesses identified in an audit. Internal controls include a system of
control over financial reporting to prevent or detect material misstatements, from the recording of a
transaction through the preparation of the notes to the financial statements.

Condition:
The City of Ripon, California does not have an individual on staff that possesses the knowledge of
accounting principles generally accepted in the United States of America sufficient to prepare its

financial statements and related note disclosures.

Questioned Costs:

None

Recommendation:

The City of Ripon, California should develop the required expertise internally to review the financial
statements and related notes for compliance with accounting principles generally accepted in the
United States of America.

{Continued)
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CITY OF RIPON, CALIFORNIA
Schedule of Findings and Questioned Costs — Current Year (Continued)

For the year ended June 30, 2011

Management Response:

We concur with the auditors’ finding and recommendation and will develop the required expertise
internally. We will continue to identify and attend classes annually to address the areas of expertise

needed.

“Compliance and Other Matters

Findings 2011-2
Criteria:

Section 33080.1 of the Hcéllth and Safety Code requires the Redevelopment Agencies to present an
annual report, which incorporates several documents in addition to the independent financial audit
report, to their legislative body within six months of the Redevelopment Agencies fiscal year end.

Condition:

For the fiscal year ended June 30, 2011, the City of Ripon Redevelopment Agency (a blended
component unit of the City of Ripon Financial Reporting Entity) did not fully comply with the
requirements in Section 33080.1 of the Health and Safety Code. The City of Ripon Redevelopment
Agency filed the following documents, for the fiscal year ended June 30, 2011, with the California
State Controller’s Office prior to December 31, 2011: Annual Audited Financial Report, California
Department of Housing and Community Development Redevelopment Agency Annual Housing
Activity Report and Redevelopment Agency Financial Transactions Report. The City of Ripon
Redevelopment Agency did not present the documents described above to their legislative body prior
to December 31, 2011,

Questioned costs:

None

Recommendation:

The City of Ripon Redevelopment Agency should prepare the formal annual report for the year ended
June 30,2011 and present the report to their legislative body as soon as practical.

Management Response:

We concur with the auditors’ finding and are currently preparing the annual report for the fiscal year
ended June 30, 2011. We plan to present the annual report to the City of Ripon Redevelopment
Agency’s governing board during January 2012.

Section I11 — Federal Award Findings and Questioned Costs

There were no federal award findings and questioned costs for the year ended June 30, 2011.
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Financial Statement Findings

Internal Control Over Financial Reporting

Findings 2010 - 1
Criteria:

The American Institute of Professional Standards, United States of America Auditing Standards, AU
Section 325, Communicating Internal Control Related Matters ldentified in an Audit, requires the
auditor to communicate, in writing, to management and those charged with governance, significant
deficiencies and material weaknesses identified in an audit. Internal controls include a system of
control over financial reporting to prevent or detect material misstatements, from the recording of a
transaction through the preparation of the notes to the financial statements.

Condition:
The City of Ripon, California does not have an individual on staff that possesses the knowledge of
accounting principles generally accepted in the United States of America sufficient to prepare its

financial statements and reldated note disclosures.

Questioned Costs:

None

Recommendation:

The City of Ripon, California should develop the required expertise internally to review the financial
statements and related notes for compliance with accounting principles generally accepted in the
United States of America.

Management Response:

We concur with the auditors’ finding and recommendation and will develop the required expertise
internally. We will continue to identify and attend governmental accounting classes to address the
areas of expertise needed.

Current Status:

Refer to current year finding 2011-1.

(Continued)
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Compliance and Other Matters

Findings 2010-2
Criteria:
The City of Ripon Redevelopment Agency (a blended component unit of the City of Ripon Financial
Reporting Entity) must comply with the requirements of the California Health and Safety Code

Section 33080, which includes the documentation of excess surplus that has accrued in the Low and
Moderate Income Housing Fund during each fiscal year.

Condition:

As of June 30, 2010, the City of Ripon Redevelopment Agency had an excess surplus of $298,028 in
the Low and Moderate Income Housing Fund. .

Questioned Costs:

None

Recommendation:

The City of Ripon Redevelopment Agency should monitor expenditures in the Low and Moderate
Income Housing Fund to determine compliance with the requirements of the California Health and
Safety Code Section 33080.

Management Response:

The City of Ripon Redevelopment Agency plans to use the surplus during the fiscal year ending June
30, 2011 on the Below Market Rate Program (BMR Program) to purchase homes and resell the
homes below market value to moderate, low and very-low income familities.

Current Status:

The City of Ripon Redevelopment Agency expended the required surplus timely and in accordance
with the City of Ripon Redevelopment Agency Plan.
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