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Report of Independent Auditors

The Honorable Board of Directors of the
El Monte Community Redevelopment Agency

We have audited the accompanying financial statements of the governmental activities and each major
* fund of the El Monte Community Redevelopment Agency (Agency), a component unit of the City of El
Monte, California, as of and for the year ended June 30, 2011, which collectively comprise the
Agency's basic financial statements as listed in the table of contents. These financial statements are
the responsibility of the Agency'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 Government Auditing
Standards issued by the Comptroller General of the United States. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free of material misstatements. 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 discussed in Note 10, the Agency was dissolved on February 1, 2012 in accordance with Assembly
Bill (AB) X1 26. By operation of law, the Agency’s assets were transferred to the City, which is the
designated successor agency.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities and each major fund of the El Monte
Community Redevelopment Agency as of June 30, 2011, and the respective changes in financial
position thereof for the year then ended in conformity with accounting principles generally accepted in
the United States of America.

" During the year, the Agency implemented Government Accounting Standards Board (GASB)
Statement No. 54, Fund Balance Reporting and Govermment Fund-type Definitions, as discussed in
Note 1. As a result of this required implementation, fund balance classifications in the governmental
fund financial statements have been changed to reflect the new fund balance classifications under
GASB 54. '
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In accordance with Govemment Auditing Standards issued by the Comptrolier General of the United
States, we have also issued our report dated March 23, 2012, on our consideration of the El Monte
Community Redevelopment Agency's internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on the
internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Govemment Auditing Standards and should be considered in assessing
the resuits of our audit.

Agency Management has not presented a Management's Discussion and Analysis that accounting
principles generally accepted in the United States of America have determined is necessary to
supplement, although not required to be part of, the basic financial statements.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Agency's basic financial statements. The combining financial statements and
the computation of low and moderate income housing fund excess surplus is presented for purposes
of additional analysis and are not required parts of the basic financial statements. Such information has
been subjected to the auditing procedures applied in the audit of the basic financial statements and, in
our opinion, are fairly stated in all material respects in relation to the basic financial statements taken
as a whole.

Los Angeles, California
March 23, 2012
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El Monte Community Redevelopment Agency
Statement of Net Assets
June 30, 2011

Governmental
ASSETS Activities
Cash and investments $ 958,456
Receivables:
Tax increment 308,725
Accounts 157,746
Loans, net 2,081,711
Land held for resale 8,312,639
Bond issue cost 710,503
Advances to other funds 864,036
Allowance for doubtful accounts (864,036)
Restricted assets:
Cash and investments with trustee 6,917,126
Total assets 19,446,906
LIABILITIES
Current liabilities:
Accounts payable and accrued expenses 419,461
Due to other governments 113,767
Deposits from others 595,651
Accrued interest payable 98,567
Noncurrent liabilities:
Due within one year 745,000
Due in more than one year 119,727,578
Advances from other City funds 864,036
Total liabilities 122,564,060
NET ASSETS (DEFICIT)
Restricted for:
Community development 11,590,213
Debt service 3,635,432

Unrestricted (deficit) (118,342,799)

Total net assets (deficit) $ (103,117,154)

See notes to financial statements.
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El Monte Community Redevelopment Agency
Statement of Activities

Year ended June 30, 2011
Net (Expense)
Revenues and
Program Revenues Changes in
Charges Operating Capital Net Assets
for Contributions  Contributions Governmental
Expenses Services and Grants and Grants Activities
Functions/Programs
Governmental Activities
General government $ 4,222,722 $ - 8 - 3 - $ (4,222,722)
Community development 4,755,989 - - - © (4,755,989)
Interest and other charges 7,932,381 - - - (7,932,381)
Total governmental activities 16,911,092 - - - (16,911,092)
General revenues
Taxes (net of pass-through and SERAF payments) 4,728,363
Intergovernmental grants 2,606,800
Charges for services ’ 7,649
Use of money and property 1,061,904
Other revenue 101,493
Total general revenues 8,506,209
Special item : (864,036)
Change in net assets (9,268,919)
Net assets(deficit) - beginning, as restated (93,848,235)
Net assets(deficit) - ending $ (103,117,154)

See notes to financial statements.
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FUND FINANCIAL STATEMENTS



g
"SjuBLWsle)sS [eroueull 0] S8JoU 888

¥28'68'61 $ zol'eeo’L $ pL'zeL'e $ G16'619 $ 919Cy8 $ 00Z'es $ g6z'658'L $ G/2'/69'9 $ (suoyap)
Saduejeq puny pue sagljiqey {ejol
SleLs6'el 291'629' 916'966' | LET'VLS 919'2¥8 (cyc99) 0E9°0¥6'L £.0'v60'9 (s)oyap) sasuefeq puny ejog
(£29'655°9) - - (ov8'101) E (eve'o9) (rv¥'iee’s) - pauBisseun
- - - - - - - - 20IAIBS 1990
205'759'8 z91'629'} z88'LLY°L - 9Lo'eye - - ZYe'voL'y sypafoid [epded
‘papLysey
108'€HS'L - $90'618 120'9L9 - - - 999'80Y NUBASI Pa.ISJap JO JOU ‘9gBAISDa] SUEDT
6£9'TlE'8 - - - - - v.0'zee’L 595086 alesal Joj pisy pueq
:gjqepusdsuoN
(SL191430) S3ONVTVE aNN4d
605°888'9 - G6.'6Z1 e L9l - €PS'6L1 GZ9'8L6'S 202'€9S saniiqel] jejolL
- - - - - - B - ] SPUN} 18L}0 WOY) SSOUBAPY
8£6'029 ' - 126'8L 299°tL - - 8¥0'0e 206'6lS INuU3A3 paudisg
- - - - - - - - suauuianob Jaylo o} eng
yee'vie's - - 9/1'00L - ebs'sLl G19'¥50'S - Spunj Isyjo 01 ang
169'666 - - 105°6S - - 058'c6Y ooe'ey SiaLo woy sysodag
986'/6€ $ - $ v8'ot $ - $ - $ - $ zLi'lse $ - $ sjqeed sjunocody
: SISV
+28'6€8'6) $ Z9l'629'L $ Lvl'zel'e $ G.6°S.9 $ 9i9¢y8 $ 002'eS $ §52'668'L $ 6/2'169'9 $ sjasse |ejol
(9c0%98) - - - - } B - {oc0'vo8) SJUNOJIDE [NRGNOP 10) IDUBMO|Y
9€0'y98 - - - - - - 9€0'y98 Spuny JaY)0 O} SSOUBAPY
6€9'zLE'S - - - - - vL0'zee'L G95'086 ajesal 10} pjpy pue
0cezlose's 291'629°L 119'¢09'L - 919°'Zv8 - - G9.'¥0e'C Spunj Jayjo wolj ang
114'480°C - ¥90°'6lG 120919 - - 800'8t 896'826 jau ‘sueo
0el'z. . - - e - 002'cs £2¢'9l $09'2 ’ SNODY
8cl'es - - - - - - ’ 8E1'eS ) juswianulxel
'$9|qBAI999Y
0e5°'186'L - - - - - - 0£5'186°L 33)SNJ} YIm SJUSWISBAUI pUB ysed
96¥'856 $ - $ - $ 10565 $ - $ - $ 058'Z6Y $ S0i'90% $ Sluausanul pue ysed
S13ssv
spun4 Jo3[oid 100l0.d 1090044 08014 108l0id [RE] T buisnoH
sjoafoid ) awooy] ajeIapo
feyden pue mo
el ealy ] ealy L# JUalipuawy EENY Z# JuUsWpUaWY ey buisnoy
109f01d 100loid SlUOW  JSjuBD BJUOW |3 109k0ud Jajuan umoyumoq 109[01d DUON  BWOOU} S}RIBPON
aapng/Asiien 1 1S8MUHION SjUoN I3 13 umojumoQ pue mo7

syaeloid feynded

L10Z ‘0g dunr

J99ys aosuejeg

spung |[EJUBWIUIDAOL)

Kouaby juswidojarapay Ajunwiwo) ajuoy 13




9

"Sjuswo)e]sS [eloueulj 0} S8JoU 89S

196'61.'9¢ ¢ 9€g90LC $ L09°€LL'Y $ 2L $ ¢69'Lv8 $ 28€0SY $ S/VGeSL $ /p9'GS8’L $ €£208 $ (s11ou9p)
sadue|eq punj pue sapilqel) jejoL
056'22L'91 06£'960° L S¥¢ 6.0'2 - SP6 LvY $£9°091 G1¥'5eS' | {vo'est) 2£2'09 {suoiep) sasuejeq punj [ejol
(geL’es6'8) [CIANTT)) (oo'cee’aLy'T) - {680°1L€) (115'182) - T299°218°1) - paubisseun
zer'se9'e 52.'600'C 98'90.'629'} - - - SlY'Ges'L - 2€2'09 90188 1983
€L2'065'LY ovg's 00'128'526'2 - yeo'cls Lie'sry - 929'v99'L - sjosfoud [epded
‘pajoLsay
L08'ers'L - - - - - - - - anuaAal paliajap JO 18U ‘ajgenaoal SUBD]
[ R AR} - - - - - - - - ajesal Joj piay pueT
a|qepuadsuoN
(S.L101430) S3ONVIVE NN
110°/6501 orL0L0"L 9G€ 869'C 713 1¥.'66E 87,682 - 889'800'C 5 sapliqell lejor
9£0'798 920'p98 - - - - - - - SpuNj J9YJ0 WoJj SSOUBADY
8€5°029 - - - - - - - - anuaAal palBRQ
L9L°€LL - 00'L9L'elLl - 682'02 0SL'LL - 8ee'aL - spuaLuuIanoh Jayjo o} anQ
8GG'€86'L 9g9'veh 00°'885'¥85°C 2Ly 8SY'6.LE 865'2.C - 09€'2€6'} - spun} Jayio 0} ang
159'665 - - - - - - - - sjoyjo woyy sysodaq
L9v'6LY $ viv'ie $ 00'L $ - $ - $ - $ - $ - $ 1l $ sjqeAed sjunoooy
saunE|avin
196'61.'92 $ 9€§'90LC $ L09'ELL'Y $ 2Ll $ ¢69'L¥8 & Z8£'0sy IEEEED ¢ 1¥9'658'L ¢ €£2'09 ¢ sjasse [ejoL
(980'v98) - - - - - - - - SJUNOD0E [NFQNOP 10} SOUBMO}IY
9€0'v98 - - - - - - - - Spuny JBYL0o 0} SBOUBAPY
6£9°CLE' - - - - - - - - sjesas 10y pay pue]
855'€86'L oo'sey'lL 000L6'LES'L - - 0L6°LeS'L - - spunj Jayio woJj ang
112°180°2 - - - - - - - - jou ‘sueo]
9bL'ISL 00°€8€'G2 00'€€2'09 - - - - - €€2'09 $SUNoOIY
G21'80¢ - 00°'285'652 (412 85982 L2L'z 595'eE Leo'i6l - swaioul Xe |
:sa|qenaoay
9z1'L16'9 §21'600'C 00118'526'C - ye0'cl8 Lzg'ery - 929'799'L - 99]SM.} UM SJUSWISSAUL PUB USED
951'856 $ - ¢ - $ - $ - $ - $ - $ - $ - $ SJUBLIISOAUI pue YseD
1388V
spung spungj spung JuatuaIou| [NENENEIT] justuaiouf [UENEYEIT JUBWIB IO [OEEYRI]
[BJUSLUIUIBAOS)  |BJUSLIUIBACD) ELTIVEI xej, xej Xej. xel xeyp
el Jofepy-uoN JaUyi0 9ea
lejof Baly Z# Juswipuauy esiy ealy
joafoud auon L# Juswpuswy 1alold Jauad umopumoq wafold ajuon Yafoid
I3 1seMupoN  Jejua) ajuop |3 SUON 13 19 wwojumoq  @aungy/AsiieA
Q0SS 1920

LLOZ ‘o€ sunp
(ponunuon) j9ays ssuejeg
Spun4 |ejudWILIdA0L)

Aouaby juswdojanrapay Ajunwiwio?) ajuoi |13



'

El Monte Community Redevelopment Agency
Reconciliation of the Balance Sheet of Governmental Funds
to the Statement of Net Assets

June 30, 2011

Fund balance of governmental funds $ 16,122,950

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

Deferred revenue is present in the governmental fund financial statements to
indicate that receivables are not available currently; however, in the
Statement of Net Assets these deferrals are eliminated. 620,538

Bond issuance costs are an expenditure in the governmental funds, but are
deferred charges in the statement of net assets.
Unamortized debt issuance costs, amortized over the life of the new bonds 710,503

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

Bonds payable $ (27,250,000)
Governmental loans : (1,318,527)
Loans from City : (92,813,838)
Unamortized bond discount _ 400,783
Unamortized net (gain) loss on bonds defeased » 509,004

(120,472,578)

Accrued interest payable for the current portion of interest due on bonds

payable has not been reported in the governmental funds. (98,567)
Net assets of governmental activities $_(103,117,154)

See notes to financial statements.
7
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El Monte Community Redevelopment Agency

Reconciliation of the Statement of Revenues, Expenditures, and

Changes in Fund Balances of Governmental Funds to the Statement of Activities
Year ended June 30, 2011

Net change in fund balances - total governmental funds $ (2,997,004)

Amounts reported for governmental activities in the Statement of Activities
differ from the amounts reported in the Statement of Revenues,
Expenditures, and Changes in Fund Balances because:

Repayment of bonds and other long-term debt principal is an expenditure in the

governmental funds, but the repayment reduces long-term liabilities in the

statement of net assets:
Bonds payable 725,000
County deferral 46,805

Bond issuance cost is an expenditure in the governmental funds, but it is
considered deferred charges in the statement of net assets:
Amortization for current fiscal year (64,592)

Unamortized premiums or discounts on bonds issued are revenues or )
expenditures in the governmental funds, but these are deferred and spread to
future periods over the life of the new bonds in the statement of net assets:
Amortization for current fiscal year (36,434)

Interest accrued on City Loans is considered to be an expense in the Statement of
Activities, but it is only recorded as an expenditure in the Statement of Net Assets
when due and payable (6,536,425)

Interest accrued on County of Los Angeles is considered to be an expense in the
Statement of Activities, but is only recorded as an expenditure in the Statement of
Net Assets when due and payable ' (27,405)

Gain or loss on defeasance of debt is an expenditure in the governmental funds,
but is deferred in the statement of net assets and are spread to future periods in
the statement of activities:
Amortization for current fiscal year ' (19,577)

Revenues which were previously deferred in the governmental funds and meet
the revenue recognition criteria currently, were previously reported as revenues
in the statement of activity (361,479)

Expenses reported in the statement of activities do not require the use of
current financial resources and, therefore, are not reported as expenditures
in governmental funds:

Current accrual of interest due on bonds : (98,567)
Prior year accrual of interest due on bonds 100,759
Change in net assets of governmental activities ' $ (9,268,919)

See notes to financial statements.
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El Monte Community Redevelopment Agency
Notes to Financial Statements
Year ended June 30, 2011

NOTE 1

ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Description of the Reporting Entity
The El Monte Community Redevelopment Agency is a component unit of a reporting
entity, which consists of the following primary and component units:

Primary Government:
City of El Monte
Component Units:

El Monte Community Redevelopment Agency
El Monte Community Housing Authority
El Monte Public Financing Authority

The basic financial statements contain information relative only to the El Monte
Community Redevelopment Agency as one component unit, which is an integral part of
the total reporting entity. They do not contain financial data relating to the other
component units.

The El Monte Community Redevelopment Agency was established on February 29,
1972, pursuant to the State of California Health and Safety Code Section 33000. Its
purpose is to prepare and carry out plans for the improvement, rehabilitation and
development of blighted areas within the territorial limits of the City of El Monte.

Current Project Areas for the Redevelopment Agency as of the fiscal year-end are:

Project Area Date Adopted

East Valley Mall November 29,1977
El Monte Plaza February 14,1978
Plaza El Monte November 24,1981
El Monte Center October 11,1983

El Monte Center Amendment #1 April 25,1989
Downtown El Monte - July 14,1987
Downtown El Monte Amendment #2 May 1, 2001
Northwest EI Monte December 14, 1993
Valley/Durfee : July 15, 2003

11



El Monte Community Redevelopment Agency
Notes to Financial Statements
Year ended June 30, 2011

NOTE 1

ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

Government-wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net assets and the
statement of activities) report information on all of the nonfiduciary activities of the
primary government and its component units. For the most part, the effect of interfund
activity has been removed from these statements. Governmental activities, which
normally are supported by taxes and intergovernmental revenues, are reported
separately from business-type activities, which rely to a significant extent on fees and
charges for support. Likewise, the primary government is reported separately from
certain legally separate component units for which the primary government is financially
accountable.

The statement of activities demonstrates the degree to which the direct expenses of a
given function or segment is offset by program revenues. Direct expenses are those that
are clearly identifiable with a specific function or segment. Program revenues include 1)
charges to customers or-applicants who purchase, use, or directly benefit from goods,
services, or privileges provided by a given function or segment, and 2) grants and
contributions that are restricted to meeting the operational or capital requirements of a
particular function or segment. Taxes and other items not properly included among
program revenues are reported instead as general revenues.

Separate financial statements are provided for governmental funds and fiduciary funds,
even though the latter are excluded from the government-wide financial statements.
Major individual governmental funds are reported as separate columns in the fund
financial statements.

Measurement Focus, Basis of Accounting and Financial Statement Presentation
The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting. Revenues are recorded when
earned and expenses are recorded when a liability is incurred, regardless of the timing
of related cash flows. Property taxes are recognized as revenues in the year for which
they are levied. Grants and similar items are recognized as revenue as soon as all
eligibility requirements imposed by the provider have been met.

Governmental fund financial statements are reported using the current financial
resources measurement focus and the modified accrual basis of accounting. Revenues

* are recognized as soon as they are both measurable and available. Revenues are

considered to be available when they are collectible within the current period or soon
enough thereafter to pay liabilities of the current period. For this purpose, the
government considers revenues to be available if they are collected within 60 days of the
end of the current fiscal period. Expenditures generally are recorded when a liability is
incurred, as under accrual accounting. However, debt service expenditures as well as
expenditures related to compensated absences and claims and Judgments are recorded
only when payment is due.
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El Monte Community Redevelopment Agency
Notes to Financial Statements
Year ended June 30, 2011

NOTE 1

ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Property taxes, franchise taxes, licenses, and interest associated with the current fiscal
period are all considered to be susceptible to accrual and have been recognized as
revenues of the current fiscal period. Only the portion of special assessments receivable
due within the current fiscal period is considered to be susceptible to accrual as revenue
of the current period. All other revenue items are considered to be measurable and
available only when cash is received by the government.

The Agency’s accounts are organized on the basis of funds, each of which is considered
a separate accounting entity. The operations of each fund are accounted for with a
separate set of self-balancing accounts that comprise its assets, liabilities, fund equity,
revenues, and expenditures. The following are types of funds used:

o Capital Projects Funds - Used to account for financial resources used for
the construction of specific capital projects.

e Debt Service Funds - The Agency’'s debt service funds are used to
account for property tax increment revenue and related interest income.
Disbursements from this fund consist mainly of principal and interest on
indebtedness.

e Combined Low and Moderate Income Housing Fund - to account for the
financial resources segregated for the purpose of providing housing to low
and moderate income residents of the City.

The Agency reports the following major governmental funds:

Combined Low and Moderate Income Housing Fund
Downtown El Monte Project Area

Downtown Amendment #2

El Monte Center Project Area

El Monte Center Amendment #1

Northwest El Monte Project Area

Valley/Durfee Project Area

When both restricted and unrestricted resources are available for use, it is the
government's policy to use restricted resources first, and then unrestricted resources as
they are needed.

Accounting and Reporting Policies

The Agency has conformed to the pronouncements of the Governmental Accounting
Standards Board (GASB), which are the primary authoritative statements of accounting
principles generally accepted in the United States of America applicable to state and
local governments.
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El Monte Community Redevelopment Agency
Notes to Financial Statements
Year ended June 30, 2011

NOTE 1

ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Investments

The Agency records investments in accordance with the provisions of GASB
Statement No. 31, Accounting and Financial Reporting for Certain Investments and
External Pools. This accounting pronouncement generally applies to investments in
external investment pools, investments purchased with maturities greater than one
year, mutual funds, and certain investment agreements. Generally, governmental
entities need to report the fair value changes for these investments at year—end and
record these gains or losses on their income statement.

The Agency’s investments are reported at fair value. Changes in fair value that occur
during a fiscal year are recognized as investment income reported for that fiscal year.
Investment income includes interest earnings, changes in fair value of investments,
and any gains or losses realized upon the liquidation, maturity, or sale of investments.

-The Agency pools cash and investments of all City funds, except for assets held by

fiscal agents. Each fund's share in this pool is displayed in the accompanying financial
statements as cash and investments. Investment income earned by the pooled
investments is allocated to the various funds based on each fund's average cash and
investment balance.

Receivables and Payables

Activity between funds that are representative of lending/borrowing arrangements
outstanding at the end of the fiscal year are referred to as either “due to/from other
funds" (i.e., the current portion of interfund loans) or "advances to/from other funds” (i.e.,
the noncurrent portion of interfund loans). Any residual balances outstanding between
the governmental activities and business-type activities are reported in the government-
wide financial statements as "internal balances".

Advances between funds, as reported in the fund financial statements, are offset by
nonspendable fund balance account in applicable governmental funds to indicate that
they are not available for appropriation and not expendable available financial resources.

All trade and property tax receivables are shown net of allowance for uncollectible
accounts.

Property tax revenue is recognized in the fiscal year for which the taxes have been
levied provided they become available. Available means due, or past due and receivable
within the current period and collected within the current period or expected to be
collected soon enough thereafter (not to exceed 60 days) to be used to pay liabilities of
the current period. The County of Los Angeles collects property taxes for the Agency.
Tax liens attach annually as of 12:01 A.M. on the first day in January preceding the fiscal
year for which the taxes are levied. The tax levy covers the fiscal period July 1 to June
30. All secured personal property taxes and one-half of the taxes on real property are
due November 1; the second Installment is due February 1. All taxes are delinquent, if
unpaid, on December 10 and April 10, respectively. Unsecured personal property taxes
become due on the first of January each year and are delinquent on August 31.
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El Monte Community Redevelopment Agency
Notes to Financial Statements
Year ended June 30, 2011

NOTE 1

ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Inventories and Prepaid items

All inventories are valued at cost using the first-inffirst-out (FIFO) method. Inventories of
governmental funds are recorded as expenditures when consumed rather than when
purchased.

Certain payments to vendors reflect costs applicable to future accounting periods and
are recorded as prepaid items in both government-wide and fund financial statements.

Land Held for Resale

Land held for resale is recorded at the lower of cost or fair value. Amounts equal to the
carrying value of land held for resale are considered non-spendable fund balance
because such assets are not available to finance the Agency's current operations.

Capital Assets

Capital assets which include property, plant, equipment and infrastructure assets (e.g.,
roads, bridges, sidewalks and similar items), are reported in the applicable governmental
or business-type activities columns in the government-wide financial statements. Capital
assets are defined by the government as assets with an initial, individual cost of more
than $1,000 and an estimated useful life in excess of one year. Purchased and
constructed assets are recorded at historical cost or estimated if historical cost is not
known. Donated capital assets are recorded at estimated fair market value at the date of
donation.

In accordance with GASB Statement No. 34, the Agency is required to report general
infrastructure assets; however, the Agency does not own any capital assets as of the
date of this report.

Long-term Obligations

In the government-wide financial statements, long-term debt and other long-term
obligations are reported as liabilities in the governmental activities column of the
statement of net assets. Bond premiums and discounts are deferred and amortized over
the life of the bonds. Bonds payable are reported net of the applicable unamortized bond
premium or discount. Bond issuance costs are reported as deferred charges and
amortized on a straight-line basis over the term of the related debt.

In the fund financial statements, governmental fund types recognize bond premiums and
discounts, as well as bond issuance costs, during the current period. The face amount of
debt issued is reported as other financing sources. Premiums received on debt
issuances are reported as other financing sources while discounts on debt issuances are
reported as other financing uses. Issuance costs, whether or not withheld from the actual
debt proceeds received, are reported as debt service expenditures.
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El Monte Community Redevelopment Agency
Notes to Financial Statements
Year ended June 30, 2011

NOTE 1

ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Net Assets

In the government-wide financial statements, net assets are reported in three categories:
net assets invested in capital assets; restricted net assets and unrestricted net assets.
Restricted net assets represent net assets restricted by parties outside of the Agency
(such as investors, grantors, contributors, laws, and regulations of other governments)
and include unspent proceeds of bonds issued to acquire or construct capital assets. All
other net assets are considered unrestricted.

Fund Balance Reporting

During the fiscal year ended June 30, 2011, the Agency has implemented
Governmental Accounting Standards Board (GASB) Statement No. 54, Fund Balance
Reporting and Governmental Fund Type Definitions. This Statement establishes the
following fund balance classifications that comprise a hierarchy based primarily on the
extent to which a government is bound to observe constraints imposed upon the use
of the resources reported in governmental funds:

Nonspendable fund balance 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. The Agency’s nonspendable fund balance represents land held for resale and
advances to other funds.

Restricted fund balance includes resources that are subject to externally enforceable
legal and contractual restrictions. It includes amounts that can be spent only for the
specific purposes stipulated by constitution, external resource providers, or through
enabling legislation. The Agency’s restricted fund balances represent resources
restricted for debt service and Low/Moderate Income Housing programs.

Committed fund balance includes amounts that can be used only for the specific
purposes determined by a formal action of the Agency's highest level of decision-
making authority (City Council). The Agency has no committed fund balances.

Assigned fund balance consists of funds that are set aside for specific purposes by the
Agency’s highest level of decision making authority or a body or official that has been
given the authority to assign funds. Thé Agency has no assigned fund balances.

Unassigned fund balance is the residual classification for the Agency’s general fund
and includes all spendable amounts not contained in the other classifications. This
category also provides the resources necessary to meet unexpected expenditures and
revenue shortfalls. - : ‘

When expenditures are incurred for purposes for which both restricted and unrestricted
(committed, assigned, or unassigned) fund balances are available, the Agency prefers
to first apply restricted fund balance. When expenditures are incurred for purposes for
which committed, assigned, or unassigned fund balances are available, the Agency
prefers to first apply committed fund balance, then assigned fund balance, and finally
unassigned fund balance.
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El Monte Community Redevelopment Agency
Notes to Financial Statements
Year ended June 30, 2011

NOTE 1

NOTE 2

ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Budgetary Data

General Budget Policies
Generally, the Governing Board approves each year's budget submitted by the

Executive Director. The Board conducts public meetings on the budget prior to its
adoption. The budget is prepared by fund, function and activity, and includes information
on the past year, current year estimates and requested appropriations for the next fiscal
year. Supplemental appropriations when required during the period are also approved
by the Governing Board. Intradepartmental budget changes are approved by the
Executive Director. In most cases, expenditure may not exceed appropriations at the
departmental level. At fiscal year-end, all operating budget appropriations lapse.

Encumbrances

Encumbrances are estimations of costs related to unperformed contracts for goods and
services. These commitments are recorded for budgetary control purposes in
governmental funds. Encumbrances outstanding at year-end are reported as a
reservation of fund balance. They represent the estimated amount of the expenditure
ultimately to result if unperformed contracts in process at year-end are completed. They
do not constitute expenditures or estimated liabilities.

CASH AND INVESTMENTS

Cash and investments at June 30, 2011, consist of the following:

Total
Statement of net assets:
Cash and investments pooled with the City $ 958,456
Cash and investments with trustee 6,917,126
Total cash and investments $ 7,875,582

The Agency funds are pooled with the City of El Monte's cash and investments in order
to generate optimum interest income. The City follows GASB Statement No. 40, Deposit
and Investment Risk Disclosures. GASB No. 40 establishes and modifies disclosure
requirements related to deposit and investment risks. The information required by GASB
Statement No. 40 related to authorized investments, credit risk, etc. is available in the
City's Comprehensive Annual Financial Report.

Investments Authorized by Debt Agreements

Investments of debt proceeds held by fiscal agent are governed by provisions of the
debt covenants rather than the general provisions of the California Government Code.
These provisions allow for the acquisition of investments allowed by the government
code but also include defeasance obligations, investment agreements and pre-refunded
municipal obligations. These provisions do not specify maximum maturities or
concentration of risk limitations.
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El Monte Community Redevelopment Agency
Notes to Financial Statements
Year ended June 30, 2011

NOTE 3 LOANS RECEIVABLE

As of June 30, 2011, the following loans receivable were present. Allowance for doubtful
accounts was provided for certain receivables for which collection is not assured.

Low- Mod Housing Fund Program

First Time Homebuyers Loans $ 855,400
Lee "Blessed Rock" 73,168
TDF Senior Housing : '
Special Construction Loan 3 362,139
Project Gap Loan 567,610
Long-Term Project Note 929,732
Sub-total ‘ 1,859,481
Allowance for Doubtful Accounts (1,859,481) -
Sub-total ‘ _ 928,568

Non Low- Mod Housing Fund Programs

Singing Wood (Northwest) 519,064

RHCDC Working Capital (Center) 616,071

Edwards (Downtown) 18,008

Pacific Place (Northwest):

JT LLC Working Capital $ 500,700
JT LLC Participation Note 400,000
Legal Fees : 155,553
Sub-total 1,056,253

Allowance for Doubtful Accounts (1,056,253) -

Sub-total 1,153,143

$ 2,081,711

First Time Home Buyers Loans

Loans receivable consist of low interest and no interest home assistance loans made
to qualified low-income homeowners. These loans shall be due and payable in full
when the borrower's legal interest in the property, which is security for the loan, is sold,
transferred or conveyed. ,
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El Monte Community Redevelopment Agency
Notes to Financial Statements
Year ended June 30, 2011

NOTE 3

NOTE 4

LOANS RECEIVABLE (CONTINUED)

Lee "Blessed Rock of El Monte"

On April 3, 1996, the EI Monte Community Redevelopment Agency sold to the
"Blessed Rock of El Monte" a property within the Downtown EI Monte Low and
Moderate Housing Area. Tom Lee executed a promissory note in favor of the Agency
for $706,213. The note bears interest at the rate of 1.0% to 4.0% per annum for a
term of 15 years.

TDF Senior Housing
This “Original Project Gap Loan" was approved on January 1, 2003. The note bears
interest at 3% for a term of 45 years.

Singing Wood Senior Housing

On July 15, 2002, the El Monte Community Redevelopment Agency provided a loan
to Sinaina Wood Senior Housing, a California Limited Partnership, in the amount of
$461,142. Interest shall accrue on the loan at the rate of 3% per annum until the loan
is paid in full. Annual payments are to commence on or before April 15 of the first full
year after the first residential unit is rented and continue on April 15 each year
thereafter until all principal and interest accrued thereon has been repaid. The annual
payment shall be derived from 50% of annual residual receipts derived from the
operation of the project. All outstanding indebtedness, including interest, must be
repaid in full at the end of the 30-year term of the loan.

Rio Hondo Community Development Corporation (RHCDC) Working Capital

On August 26, 2003, the El Monte Community Redevelopment Agency provided a
loan to RHCDC for the purchase of rental properties. The original loan amount was
$1,091,000 at an interest rate of 5.65% per annum. The promissory note expires on
August 26, 2023.

Pacific Place Expansion Project :

On September 14, 2005, the City of El Monte executed a promissory note to JT LLC
for the Pacific Place Expansion Project. The City used the Section 108 Loan 2004-A
proceeds to fund this note. Principal payments are due annually beginning July 15,
2007, and range from $130,000 to $340,000 over the term of the loan, which ends on
March 14, 2023. Interest payments on this note are due in quarterly instaliments on
the first day of every calendar year quarter at a rate equal to the rate payable by the
City to HUD.

INVESTMENT IN LAND HELD FOR RESALE

The Agency acquired several parcels of land for redevelopment purposes. The carrying
amount of land is reported at cost which management believes approximates fair market
value. At June 30, 2011, the Agency’s investment in land held for resale amounted to:

Downtown EI Monte Project Area - Project Fund- $ 7,332,074
Low and Moderate Income Housing Fund 980,565
Total $ 8,312,639
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El Monte Community Redevelopment Agency
Notes to Financial Statements
Year ended June 30, 2011

NOTE 5

INTERFUND RECEIVABLE, PAYABLE AND TRANSFERS

The composition of interfund balances as of June 30, 2011, is as follows:

Due to/from Other Funds

Due to Other Funds

El Monte Ef Monte
El Monte Center Center Downtown El  Downtown E!  Downtown Northwest Other
Center Amendment#1  Amendment #1 Monte - Monte-  Amendment#2  ElMonte-  Governmental
Funds Taxincrement  Capital Project  Taxin t _Capital Project Taxincrement Capital Project Tax increment Funds Total
Due from Other Funds:
Combined Low and Moderate Income Housing $ 272,598 § 88,776 § 390,858 § 907,904 § 519993 § -3 - § 124,636 § 2,304,765
E1 Monte Center Project Area . . 842,616 - - . 842,616
Downtown Amendment #2 - Tax Increment - - - . 1,412,367 119,543 - - 1,531,910
Northwest El Monte - Project Fund - - - 1,603,677 - - 1,603,677
Valley/Durfee - Project Fund - - - 1,629,162 - - - - 1,629,162
Other Non-Major Governmental Funds - - - 71,256 - - 172 - 71,428
Total $ 21259 $ 88,776 $ 390,858 $ 5054615 § 1032360 $. 119543 § 172§ 124636 $ 7,983,558
For financial presentation purposes, management has presented cash balances for the
Agency as a whole, separate from the City of El Monte. At June 30, 2011, short-term
interfund borrowing of cash among Agency funds was recorded to acknowledge the
financing of cash deficits by other funds, as required for proper financial reporting in
accordance with generally accepted accounting principles.
Interfund Transfers
Transfer In from Other Funds
Low and Downtown Northwest
Moderate El Monte ElMonte  Valley/Durfee Other
Income Project Area  Project Area ProjectArea  Nonmajor
Housing Capital Capital Capital Governmental
Combined Project Project Project Funds Total
Transfer Qut to Other Funds ]
Combined Low and Moderate Income Housing  § 565,701 § - $ -3 -$ -$ 565701
Valley/Durfee Project Area Tax increment: - - - 1,345,888 - 1,345,888
Downtown El Monte Project Area Tax Increment - 1,331,200 - - - 1,331,200
Northwest El Monte Project Area Tax Increment - - 2,299,123 - - 2,299,123
Other Nonmajor Governmental Funds - - - - 16,031 16,031
Total $ 565,701 $ 1,331,200 $ 2,209,123 $ 1,345,888 $ 16,031 $ 5,557,943

The Agency transfers monies between its various project areas for debt servicing
purposes and to fund project costs and low and moderate income housing activities.
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El Monte Community Redevelopment Agency
Notes to Financial Statements
Year ended June 30, 2011

NOTE 6

LONG-TERM DEBT

The following table shows the movement of the City’s long-term debt during the fiscal

year 2010-11:

Balance Prior Period Balance Due
June 30, Adjustment As June 30, Within
2010 (Note 9) Adjusted Increases Repayments 2011 One Year
East Valley Mail Project Area
City Loans - Principal $ 109,313 § (109,313) $ -8 - $ -8 - % -
City Loans - Unpaid Interest 21,658 (21,658) - - - - -
Total $ 130,971 $ (130,971) $ - 3 - $ - $ - $ -
El Monte Plaza Project Area
City Loans - Principal $ 437,487 $ (437,487) $ . 1 - 8§ - 8 - % -
City Loans - Unpaid Interest 1,212,146 {1,212,146) - - - - -
Total $ 1,649,633 $_ (1,649,633) § - 9 - .8 -3 - 8 -
El Monte Center Project Area
City Loans - Principal $ 12,908,640 $ (556,789) $§ 12,441,851 § - % - § 12441851 § -
City Loans - Unpaid Interest 10,130,769 (2,402,973) 7,727,796 460,897 - 8,188,693 -
County of Los Angeles 339,825 - 339,825 10,195 57,000 293,020 -
2007 Tax Allocation Refunding Senior 5,340,000 - 5,340,000 - 190,000 5,150,000 195,000
2007Tax Allocation Refunding Subordinate 580,000 - 580,000 - 20,000 560,000 20,000
Total $ 29,389,234 § (2,959,762) $ 26,420,472 $ ‘ 471,092 $ 267,000 $ 26,633,564 $ 215,000
Ef Monte Center Amendment#1
City Loans - Principal $ 4422479 $ (3,025877) § 1,396,602 $ - $ - $ 1,396,602 $ -
City Loans - Unpaid interest 7,253,489 (2,281,499) 4,971,990 531,632 - 5,503,622 -
2007 Tax Allocation Refunding Senior 2,350,000 - 2,350,000 - 85,000 2,265,000 85,000
2007Tax Allocation Refunding Subordinate 305,000 - 305,000 - 10,000 295,000 10,000
Total $ 14,330,968 $_ (5307,376) $ 9,023,602 $ 531,632 § 95,000 $ 9,460,224 $ 95,000
Downtown El Monte Project Area
City Loans - Principal $ 14,582,776 $ (2,639,806) $ 11,942,970 § - 8 - $ 11,842,970 § -
City Loans - Unpaid Interest 14,594,570 5,249,498 19,844,068 2,418,770 - 22,262,838 -
LACMTA 450,000 - 450,000 - - 450,000 -
2007 Tax Aliocation Refunding Senior 10,230,000 - 10,230,000 - 190,000 10,040,000 200,000
2007Tax Allocation Refunding Subordinate 1,235,000 - 1,235,000 - 25,000 1,210,000 20,000
Total ’ $ 41,092,346 $ 2,609,692 § 43,702,038 $ 2,418,770 § 215,000 $ 45,905,808 $ 220,000
Northwest £l Monte Project Area
City Loans - Principal $ 6,119,417 $ (3,092,232) & 3,027,185 $ - $ - $ 3,027,185 § -
City Loans - Unpaid Interest 24,519,373 (78,752) 24,440,621 3,118,510 - 27,569,131 -
County of Los Angeles 548,102 - 548,102 27,405 - 575,507 -
Total $ 31,186,802 § (3,170,984) § 28,015,908 $ 3,145915 $ d $ 31,161,823 § -
Valley/Durfee Project Area
City Loans - Principal $ 276,378 $ 154,269 § 430,637 $ - $ - $ 430,637 $ -
City Loans - Unpaid Interest 44,818 8,875 53 693 6,616 - 60,309 -
Total $ 321,196 $ 163,134 $ 484,330 $ 6616 § - $ 490,946 § -
Housing -
2007 Tax Allocation Refunding Senior $ 7,060,000 $ - $ 7,060,000 $ - $ 185,000 $ 6,875,000 $ 190,000
2007Tax Allocation Refunding Subordinate 875,000 - 875,000 - 20,000 855,000 25,000
3 7,935,000 $ - $ 7,935,000 $ - $ 205000 $ 7,730,000 $ 215,000
Total - All Project Areas
City Loans - Principal $ 38,946,490 $ (9,707,245) $ 29,239,245 $ - $ - $ 20,239,245 § -
City Loans - Unpaid Interest 57,776,823 {738,655) 57,038,168 6,536,425 - 63,574,593 -
Loans - Other Governments 1,337,927 - 1,337,927 37,600 57,000 1,318,527 -
Bonds Payable 27,875,000 - 27,975,000 - 725,000 27,250,000 745,000
Total 126,036,240 $ 510,445 900) $ 115,590,340 $ 6,574,025 § 782,000 121,382,365 $ 745,000
Adjustments:
Unamortized net original issue(discount)
or premium (437,217) {400,783)
Unamortized net bond defeasance gain
or (loss) (528,581) (609,004)
$ 125,070,442 $ 120,472,578
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El Monte Community Redevelopment Agency
Notes to Financial Statements
Year ended June 30, 2011

NOTE 6

LONG-TERM DEBT (CONTINUED)

Advances from the City of El Monte

The Agency has received total advances of $29,239,245 from the City of EI Monte. The
Agency has accrued interest in the amount of $63,574,593 on these advances as of
June 30, 2011. The total outstanding balance at June 30, 2011 is $92,813,838, including
interest.

Loans - Other Governments

County of Los Angeles Reimbursement Agreement

During 2003-04, the County of Los Angeles implemented the repayment provisions of
Agreement 45043 between the County and the Agency - EI Monte Center
Redevelopment Project. This Agreement is related to tax increment adjustments and
overpayments between 1988 and 1995 in the amount of $324,818. This obligation to the
County, together with accrued-interest thereon, shall be paid in full from tax increment
revenues by a date no later than July 1, 2027. During the current year, payments of
$46,805 in principal and $10,195 in interest were made on this debt. At June 30, 2011

the balance outstanding mcludmg accrued interest was $293,020.

During 2007-08, the County of Los Angeles entered into an agreement with the Agency -

‘Northwest EI Monte Project Area. The agreement is related to tax increment adjustments

and overpayments during 2007-08 to assist in funding the Gibson Park improvements in
the amount of $254,530. In 2008-09, there is an additional deferral in the amount of
$229,888. Interest on these deferrals is at 5% compounded annually. The terms of this

- repayment are presently being negotiated between the Agency and the County. During

the current year, interest in the amount of $27,405 was added to the principal. At June
30, 2011, the principal outstanding including accrued interest was $575,507.

The Agency entered into a loan agreement with LACMTA for $450,000 for the Demolition
of Vacant Structures and the Installation of Temporary Public Mass Transit Commuter
Facilities on Agency leased property (former Chevrolet Dealership). At June 30, 2011,
the principal amount outstanding was $450,000.

Tax Allocation Bonds Payable

The EI Monte Public Financing Authority has issued tax allocation bonds, the proceeds
of which were loaned to the Redevelopment Agency to finance certain redevelopment
activities of the Agency and, in some cases, to refinance prior debt. The bonds are
special obligations of the Authority payable from and secured by revenues consisting
primarily of amounts payable by the Agency under the loan agreements.

The Agency has pledged a portion of the future property tax increment revenue,
including Low and Moderate Income Housing set-aside. The bonds are payable solely
from the property tax increment generated by the Agency. The Agency has committed to
appropriate each year, from these resources, amounts sufficient to cover the principal
and interest requirements on the debt. Total principal and interest thereon remaining on
the debt is $45,237,964 payable through 2039.
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El Monte Community Redevelopment Agency
Notes to Financial Statements
Year ended June 30, 2011

NOTE 6

LONG-TERM DEBT (CONTINUED)

$26,205,000 - Senior Tax Allocation Revenue Bonds, Series 2007

The Bonds are dated July 3, 2007 and were issued to provide funds to the Agency to be
applied (i) to refund the $9,655,000 Tax Allocation Revenue ‘Bonds, Series 1998
(Multiple Redevelopment Project Area Loans), $3,810,000 Housing Set-Aside Revenue
Bonds, Series 1998 (El Monte Community Redevelopment Agency Loan) and a portion
of the $10,010,000 Subordinate Tax Allocation Revenue Bonds, Series 2005 (Multiple
Redevelopment Project Area Loans); ii) to finance redevelopment activity in the
Downtown Project Area and the EI Monte Center Project Area, including El Monte
Center Amendment No. 1, and to fund a reserve fund and costs of issuance of the
Bonds. :

The following schedule illustrates the debt service requirements to maturity for the bonds
as of June 30, 2011:

Senior Tax Allocation Revenue

Year Bond, Series 2007
Ending
June 30, Principal Interest Total

2012 $ 670,000 $ 1,094,606 $ 1,764,606

2013 705,000 1,068,644 1,773,644
2014 730,000 1,040,444 1,770,444
2015 755,000 1,011,244 1,766,244
2016 790,000 981,044 1,771,044
2017-2021 4,500,000 4,356,119 8,856,119
2022-2026 5,590,000 3,267,406 8,857,406
2027-2031 5,235,000 1,905,669 7,140,669
2032-2036 3,645,000 941,925 4,586,925
2037-2039 1,710,000 122,788 1,832,788

Total $ 24,330,000 $ 15,789,889 $ 40,119,889

$3,135,000 - Subordinate Tax Allocation Revenue Bonds, Series 2007

The Bonds are dated July 3, 2007, and were issued to provide funds to the Agency to be
applied (i) to refund a portion of the Authority's Subordinate Tax Allocation Revenue
Bonds, Series 2005 (Multiple Redevelopment Project Area Loans) (the “2005 Bonds");
(ii) to finance redevelopment activity in the Project Areas; and (jii) to fund a reserve
account and costs of issuance of the Bonds.

The following schedule illustrates the debt service requirements to maturity for the
bonds as of June 30, 2011
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NOTE 6

LONG-TERM DEBT (CONTINUED)

Subordinate Tax Allocation Revenue

Year Bond, Series 2007
Ending
June 30, Principal Interest Total
2012 $ 75,000 3 149,130 $ 224,130
2013 70,000 145,755 215,755
2014 80,000 142,675 222,675
2015 95,000 139,075 234,075
2016 90,000 134,681 224,681
2017-2021 520,000 604,654 1,124,654
2022-2026 665,000 460,225 1,125,225
2027-2031 640,000 269,770 909,770
2032-2036 465,000 134,355 599,355
2037-2039 220,000 17,755 237,755

Total $ 2,920,000 $ 2,198,075 $ 5,118,075

$30,000,000 - Subordinate Tax Allocation Revenue Bonds, Series 2007

The Bonds are dated July 12, 2007, and were issued pursuant to the Subordinate
Downtown Loan Agreement dated as of July 1, 2007, by and between the Authority and
the Agency (the “Loan Agreement"). The Loan is being made to the Agency to provide
funds to the Agency to be applied to enable the Agency: (i) to purchase the property (as
defined in the Indenture), (ii) to purchase two (2) relocation properties (the "Relocation
Sites”) for the City of EI Monte and to construct movements on the Relocation Sites, (iii)
to purchase or acquire real property for parks, (iv) to finance redevelopment activity in
the Project Area (as defined in the Indenture) including low and moderate income
housing and (v) to fund a reserve fund and costs of issuance of the Bonds. The Closing
Receipt of the bond acknowledged that the City purchased the Bonds pursuant to the
Bond Purchase Agreement dated as of July 1, 2007, by and between the City, the
Agency and the Authority. The Agency in turn received from the City of El Monte the
quitclaim deeds for the Property evidencing the legal transfer thereof to the Agency.

Since this transaction currently involves only related component units of the City of El
Monte and there was no exchange of financial resources between those entities, it has
not been reflected in this financial report. The ultimate intent is to issue these bonds to
external parties and when that event occurs, the bonds and related transactions will be
reflected in the appropriate financial statement.
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NOTE 6

LONG-TERM DEBT (CONTINUED)

Agency Cooperation Agreement and the Taxable Lease Revenue Bond Payable
The EI Monte Public Financing Authority has issued taxable lease revenue bonds on
behalf of the City of El Monte, part of the proceeds of which were loaned to the
Redevelopment Agency to finance certain redevelopment activities. The Taxable
Recovery Zone Economic Development Lease Revenue Bonds, Series 2010A and the
Taxable Lease Revenue Bonds, Series 2010B were issued on December 13, 2010 to
provide funds to the Agency to (1) finance the acquisition and development of the City of
El Monte Maintenance Yard Facility; (2) fund reserve account; (3) pay for cost of
issuance.

These bonds are special obligations of the Authority payable from and secured by
revenues consisting primarily of amounts payable by the City under the Lease
Agreement. While the General Fund has been identified as a source of payment, the City
also identified other sources of payments and entered into certain agreements, as follow:

a) The Agency Cooperation Agreement
b) City Enterprise Sublease Agreement
c) Federal Direct Payments

Under the Agency Cooperation Agreement, the Agency agrees to pay the City for a
portion of the acquisition and construction costs of the project. The payment obligations
provided under the Agency Cooperation Agreement constitute a continuing agreement
with the Agency to secure the full and final payment under the obligation. Payments to
the City shall be made within five business days prior to the Interest Payment Date of the
bonds. In the event there is a shortfall in the amount needed to pay the City obligation
under the Lease Agreement, the Agency shall contribute the shortfall to the City.

The 2010 Lease Revenue Bonds are backed by a City General Fund pledge, which shall
be payable from any source of available funds to the City. However, the bonds were
structured with 2 primary sources of revenue (lease payments):

1. Agency Cooperation Agreement — The Agreement pledges to pay for a portion of
the costs to acquire and construct the project in the form of annual lease payment,
summarized below: _

o $245,000 from the Northwest project area
¢ $485,000 from the Valley/Durfee project area

2. City Enterprise Sublease Agreement — The Agreement provides that the City Water
Enterprise and City Sewer Enterprise will lease a portion of the property from the
City, and shall make sublease payments to the City general fund to be applied by
the City for the payment of the lease payments as follows:

o $200,000 Water enterprise fund
e $300,000 Sewer enterprise fund

The Agency Cooperation Agreement provides that the Agency may incur bonded

indebtedness superior to the Agency obligation under the Agency Cooperation
Agreement. These Taxable Lease Revenue Bonds and the related capital outlay are
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NOTE 6

LONG-TERM DEBT (CONTINUED)

currently recorded in the General Fund and have not been reflected in the Agency
financial statements except for this disclosure.

The information regarding the City Enterprise Sublease Agreement and Federal Direct
Payments is available in the City's Comprehensive Annual Financial Report.

$14,790,000 — Taxable Recovery Zone Economic Development Lease Revenue Bonds,
Series 2010A

The following schedule illustrates the debt service requirements to maturity for the bonds
as of June 30, 2011:

2010 Lease Revenue Bonds

Year Series A
Ending

June 30, Principal Net Interest*
2012 $ -$ 807,619
2013 - 725,044
- 2014 - 725,044
2015 - 725,044
2016 - 725,044
- 2017-2021 - 3,625,222
2022-2026 1,785,000 5,315,175
2027-2031 3,350,000 6,238,428
2032-2036 4,245,000 6,234,900
2037-2039 5,410,000 6,239,125

Total - $ 14,790,000 $ 31,360,645

Note: Net interest is gross interest minus the 45% subsidy from the U.S. Treasury
Department pursuant to the “Build America Bonds” program which was created by the
Recovery Act of 2009.

The Agency’s share of this bond obligation is $8,637,360 as determined by City
Management. This obligation is expected to be repaid using the Agency’'s tax
increment revenues.

$4,465,000 — Taxable Lease Revenue Bonds, Series 2010B

The following schedule illustrates the debt service requirements to maturity for the bonds
as of June 30, 2011: o
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NOTE 8

LONG-TERM DEBT (CONTINUED)

2010 Lease Revenue Bonds

Year Series B
Ending
June 30, Principal Net Interest®

2012 $ 190,000 $ 247,308

2013 310,000 212,574
2014 325,000 197,160
2015 340,000 180,999
2016 360,000 164,093
2017-2021 2,075,000 534,544
2022-2023 865,000 62,156

Total $ 4465000 % 1,598,834

Note: Net interest is gross interest minus the 35% subsidy from the U.S. Treasury
Department pursuant to the “Build America Bonds” program which was created by
the Recovery Act of 2009.

The Agency’s share of this bond obligation is $2,607,560 as determined by City
Management. This obligation is expected to be repaid using the Agency’s tax
increment revenues.

LITIGATION

The Agency is subject to litigation arising in the normal course of business. In the
opinion of the Agency's legal counsel, there is no pending litigation that is likely to have a
material adverse effect on the financial position of the Agency which is not covered
through terms of a development contract with the Agency.

FUND EQUITY/NET ASSETS

As of June 30, 2011, the Agency had an unrestricted deficit of $117,822,897. This
deficit was created by funding redevelopment projects through the issuance of long-
term indebtedness to outside entities and borrowing from the City of EI Monte. As
discussed in Note 6, the City of El Monte has loaned the Agency $92,813,838
(including accrued interest of $63,574,593). This loan has no specified repayment
date.
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El Monte Community Redevelopment Agency
Notes to Financial Statements
Year ended June 30, 2011

NOTE 9

NOTE 10

PRIOR PERIOD ADJUSTMENT

In fiscal year 2010-11, the Agency reviewed the Land Held for Resale and the City

Loans accounts. The beginning net asset balance at July 1, 2010 has been restated to
record the adjustment, as follows:

Net assets (deficit) at June 30, 2010, as previously reported $ (102,893,250)
Decrease in loan principal from the City of El Monte 9,707,245
Decrease loan interest from the City of El Monte 738,655
Land held for resale:

Land sold in 2007 but not recorded , (2,030,000)

Adjustment due o change in capitalization policy 93,708
Adjustment to the Vista del Valle Home Assistance Program 440,400
Others 95,007
Net assets (deficit) at June 30, 2010, as restated $ (93,848,235)

SUBSEQUENT EVENTS AND DISSOLUTION OF THE AGENCY

On December 29, 2011, the Supreme Court filed its opinion ruling that Assembly Bill
(AB) X1 26 is constitutional and valid and that AB X1 27 is unconstitutional and invalid.
Consequently, all redevelopment agencies were dissolved on February 1, 2012 in
accordance with that bill. The City of EI Monte currently serves as the successor
agency that is responsible for all the remaining obligations of the dissolved Agency.
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COMBINING AND INDIVIDUAL FUND SCHEDULES



ASSETS

Cash and investments
Cash and investments with trustee
Receivables:

Tax increment

Accounts

Loans, net
Due from other funds
Land held for resale
Advances to other funds
Allowance for doubtful accounts

LIABILITIES
Accounts payable
Deposits from others
Due to other funds
Due to other governments
Deferred revenue
Advances from other funds

Total assets $

Total liabilities

FUND BALANCES (DEFICITS)

Nonspendable:
Land held for resale .

Loans receivable, net of deferred revenue

Restricted:
Capital projects
Debt service
Unassigned

Total fund balances (deficits)

Total liabilities and fund balances (deficits) $

Low-Moderate Income

East Valley Mall Project

Housing Fund Area
Capital Capital Debt Debt Capital
Projects Projects Service Service Projects
General Combined Debt
Agency Housing Service Tax
Fund Fund Reserve Increment Project
- 8 406,105 $ - 8 - 8 -
- - 1,981,530 - -
- 53,138 - - -
16,000 2,604 - - 9,383
- 928,568 - - -
- 2,304,765 - 68,081 -
- 980,565 - . .
- 864,036 - - -
- (864,036) - - -
16,000 $ 4,675,745 $ 1,981,530 $ 68,081 $ 9,383
21,474 $ -3 - 3 - 8 -
- 43,300 - - -
103,208 - - - -
- 519,902 - - -
- - - 550,940 -
124,682 563,202 - 550,940 -
- 980,565 - - -
- 408,666 - - -
- 2,723,312 1,981,530 - 9,383
(108,682) - - (482,859) -
(108,682) 4,112,543 1,981,530 (482,859) 9,383
16,000 $ 4,675,745 $ 1,981,530 $ 68,081 $ 9,383

29



El Monte Redevelopment Agency
Combining Project Area Balance Sheet
All Governmental Funds

June 30, 2011

El Monte Plaza Project

Plaza El Monte Project

El Monte Center Project

Area Area Area
Debt Capital Debt Capital Debt Capital
Service Projects Service Projects Service Projects
Tax Tax Tax
Increment Project Increment Project Increment Project

- 3 - - 3 -3 - 3 -

- - - - 448,211 -

- - - - 2,171 -

- - 2,890 457 - 842,616

- 8 - 2,890 $ 457 $ 450,382 § 842,616

- 3 - - 8 - % - 8 -
20,683 745 - - 272,598 -

- - - - 17,150 -
279,914 - 33,182 - - -
300,597 745 33,182 - 289,748 -

- - - 457 448,211 842,616
(300,597) (745) (30,292) - (287,577) -
(300,597) (745) (30,292) 457 160,634 842,616

- 3 - 2,890 $ 457 $ 450,382 § 842,616
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El Monte Center Amendment

Downtown El Monte Project

#1 Area
Debt Capital Debt Capital
Service Projects Service Projects
Tax Tax
Increment Project Increment Project
ASSETS
Cash and investments $ - $ 59,501 $ - 8 492,850
Cash and investments with trustee 813,034 - 1,664,626 -
Receivables:
Tax increment 28,658 - 191,021 -
Accounts - 3 - 16,323
Loans, net - 616,071 - 18,008
Due from other funds - - - -
Land held for resale - - - 7,332,074
Advances to other funds - - - -
Allowance for doubtful accounts - - - -
Total assets $ 841692 $ 675,575 $ 1,855,647 $ 7,859,255
LIABILITIES
Accounts payable $ - - $ - 8 351,112
Deposits from others - 59,501 - 492,850
Due to other funds 379,458 100,176 1,932,360 5,054,615
Due to other governments 20,289 - 76,328 -
Deferred revenue - 1,667 - 20,048
Advances from other funds - - - B
' Total liabilities 399,747 161,344 2,008,688 5,918,625
FUND BALANCES (DEFICITS)
Nonspendable:
Land held for resale - - - 7,332,074
Loans receivable, net of deferred revenue - 616,071 - -
Restricted:

Capital projects 813,034 - 1,664,626 -
Debt service - - - -
Unassigned (371,089) (101,840) (1,817,667) (5,391,444)

Total fund balances (deficits) 441,945 514,231 (153,041) 1,840,630
Total liabilities and fund balances (deficits) $ 841,692 $ 675,575 § 1,855,647 $ 7,859,255
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El Monte Community Redevelopment Agency
Combining Project Area Balance Sheet (Continued)

All Governmental Funds

June 30, 2011
Downtown Amendment #2 Northwest El Monte Valley/Durfee
Area Project Area Project Area
Debt Capital Debt Capital Debt Capital
Service Projects Service Projects Service Projects
Tax Tax Tax
Increment Project Increment Project Increment Project
$ -8 -8 -8 - -8 -
33,565 - 172 - - -
- 53,200 - - 60,233 -
- - - 519,064 - -
1,531,910 - - 1,603,677 - 1,629,162
;$ 1,565,475 $ 53,200 $ 172§ 2,122,741 60,233 $ 1,629,162
$ - $ - $ - 8 46,874 1% -
- 119,543 172 - - -
- - - 78,921 - -
- 119,543 172 125,795 1 -
- - - 440,143 - -
- - - 1,556,803 - 1,629,162
1,565,475 - - - 60,232 -
- {66,343) - - - -
. 1,665,475 (66,343) - 1,996,946 60,232 1,629,162
% 1,565,475 $ 53,200 § 172 $ 2,122,741 60,233 $ 1,629,162
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El Monte Community Redevelopment Agency
Combining Project Area Balance Sheet (Continued)

4 , All Governmental Funds
1 ‘ June 30, 2011
El Monte El Monte |
Center Center Annex
Debt Debt
Service Service Totals
Debt Capital Total
Service Projects Governmental
Reserve Reserve Funds Funds Funds
ASSETS
Cash and investments $ - 8 - 8 - 3 958,456 $ 958,456
Cash and investments with trustee 1,775,637 234,088 6,917,126 - 6,917,126
Receivables: :
Tax increment - - 255,587 53,138 308,725
Accounts - - 60,233 97,513 157,746
Loans, net - - - 2,081,711 2,081,711
Due from other funds - - 1,602,881 6,380,677 7,983,558
Land held for resale - - - '8,312,639 8,312,639
Advances to other funds - - - 864,036 864,036
Allowance for doubtful accounts - - - (864,036) (864,036)
Total assets $ 1,775,637 $ 234,088 § 8,835,827 $ 17,884,134 § 26,719,961
LIABILITIES
Accounts payable $ - - 8 18 419,460 $ 419,461
Deposits from others - - - 595,651 595,651
Due to other funds - - 2,605,271 5,378,287 7,983,558
Due to other governments - - 113,767 - 118,767
Deferred revenue - - - 620,538 620,538
Advances from other funds - - 864,036 - 864,036
Total liabilities - - 3,683,075 7,013,936 10,597,011
FUND BALANCES (DEFICITS)
Nonspendable:
. Land held for resale - - - 8,312,639 8,312,639
| Loans receivable, net of deferred revenue - - - 1,464,880 1,464,880
Restricted:
Capital projects - - 4,907,401 6,761,733 11,669,134
- Debt service 1,775,637 234,088 3,635,432 - 3,635,432
Unassigned - - (3,290,081) (5,669,054) (8,959,135)
Total fund bhalances (deficits) 1,775,637 234,088 5,252,752 10,870,198 16,122,950

Total liabilities and fund balances (deficits) $ 1,775,637 $ 234,088 $ 8,835827 $ 17,884,134 § 26,719,961
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Low-Moderate Income ~ East Valley Mall Project
Housing Fund Area
Capital Capital Debt Debt Capital
Projects Projects Service Service Projects
General Combined Debt
Agency Housing Service Tax
Fund Fund Reserve Increment Project
Revenues
Taxincrement $ - $ 1,371,105 $ - 3 - $ -
Intergovernmental grants - - - - -
Charges for services - - - - -
Use of money and property:
Interest income - 60,005 199 - 2
Rental income - 21,175 - - 19,637
Miscellaneous revenue - - - - -
Total revenues - 1,452,285 199 - 19,639
Expenditures
Current:
General government: )

Administrative costs (371) 580,895 - 480 1,298

Professional services - - - - -
Community development:

Acquisition costs - 142,680 - - -
Pass-through agreement payments - - - - -
SERAF payments - - - 12,672 -

Capital outlay: ]
Project improvement costs 359 - - - -
Debt service: ) .
Long-term debt repayments - - 205,000 - -
Interest and other fiscal charges - 1,140 360,701 - -
Total expenditures (12) : 724,715 565,701 13,152 1,298
; Excess (deficiency) of revenues
over expenditures 12 727,570 {565,502) {13,152) 18,341
Other financing sources (uses)
Transfers in - - 565,701 - 16,031
Transfers out - (565,701) - (16,031) -
Net other financing sources (uses) - (565,701) 565,701 (16,031) 16,031
Special Item - (864,036) - - -
Change in fund balance 12 (702,167) 199 (29,183) 34,372
Fund balance, beginning of year (108,694) 4,265,749 1,981,331 (453,676) (24,989)
Prior period adjustment - 548,961 - - -
Fund balance, beginning of year, as restated (108,694) 4,814,710 1,981,331 (453,676) (24,989)
Fund balance, end of year $ (108,682) $ 4,112,543 § 1,981,530 $ (482,859) $ 9,383
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El Monte Community Redevelopment Agency

Combining Project Area Statement of Revenues, Expenditures,
and Changes in Fund Balances

All Governmental Funds

Year ended June 30, 2011
El Monte Plaza Project Piaza El Monte Project £l Monte Center Project
Area . Area Area
Debt Capital Debt Capital Debt Capital
Service Projects Service Projects Service Projects
Tax Tax Tax
Increment Project increment Project Increment Project
- 8 - 8 - 8 - $ 857,708 $ -
147 51 5 1 233 -
147 51 5 1 857,941 -
480 - - - 18,323 166,400
16,876 - - - 101,277 -
- - - - 267,000 -
- - - - 266,601 -
17,356 - - - 663,201 166,400
(17,209) 51 5 1 204,740 (166,400)
(17,209) 51 5 1 204,740 (166,400)
(283,388) (796) (27,031) 456 (44,106) 1,009,016
- - (3,266) - - -
(283,388) (796) (30,297) 456 (44,1086) 1,009,016
(300,597) $ (745) $ (30,292) $ 457 $ 160,634 $ 842,616
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Revenues

Tax increment $
Intergovernmental grants
Charges for services
Use of money and property:

Interest income

Rental income
Miscellaneous revenue

Total revenues

Expenditures
Current:
General government:
Administrative costs
Professional services
Community development
Acquisition costs
Pass-through agreement payments
SERAF payments
Capital outlay:
Project improvement costs
Debt service:
Long-term debt repayments
Interest and other fiscal charges
Total expenditures

Excess (deficiency) of revenues
over expenditures

Other financing sources (uses)
Transfers in

Transfers out
Net other financing sources (uses)

Special Item
Change in fund balance
Fund balance, beginning of year

Prior period adjustment
Fund balance, beginning of year, as restated

Fund balance, end of year $

El Monte Center

Downtown E! Monte Project

Amendmen #1 Area
Debt Capital Debt Capital
Service Projects Service Projects
Tax Tax
Increment Project Increment Project
653,944 $ - 3 1,091,926 $ -

- - - 2,606,800

- - - 7,649

82 38,895 168 -

- - - 880,000

- - - 101,493
654,026 38,895 1,092,094 3,595,942

- 132,200 27,597 898,416

- - - 1,096,211

- - - 4,120,697
428,510 - 340,313 -
42,200 - 100,000 -

- - - 10,680
95,000 - 215,000 -
118,833 - 530,270 -
684,543 132,200 1,213,180 6,126,004
(30,517) (93,305) (121,086) (2,530,062)

- - - 1,331,200

- - (1,331,200) -

- - (1,331,200) 1,331,200
(30,517) (93,305) (1,452,286) (1,198,862)
472,462 652,431 1,299,245 5,072,043

- (44,895) - (1,932,551)
472,462 607,536 1,299,245 3,139,492
441,945 $ 514,231 § (153,041) $ 1,940,630
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E! Monte Community Redevelopment Agency
Combining Project Area Statement of Revenues, Expenditures,
and Changes in Fund Balances (Continued)

All Governmental Funds
Year ended June 30, 2011

Downtown Ei Monte Project Northwest El Monte Project Valley/Durfee Project
Area #2 Area Area
Debt Capital Debt ‘Capital Debt Capital
Service Projects Service Projects Service Projects
Tax Tax Tax

Increment Project Increment Projects Increment Projects

$ 492,487 $ - $ 1,670,439 $ - § 765,887 $ -
2,077 45 2,895 33,811 1,599 785
494,564 45 1,673,334 33,811 767,486 785
10,095 99,600 . 41,739 316,600 14,962 154,800

- - 301,518 -

- - - 45,561 - -
35,389 - 756,179 - 55,159 -
47,681 - . 67,092 - 34,185 -

- - - 436,012 - -
93,165 99,600 865,010 1,099,691 104,306 154,800

401,399 (99,555) 708,324 (1,065,880) 663,180 (154,015)

- - - 2,299,123 - 1,345,888

- - (2,299,123) - (1,345,888) -

- - (2,299,123) 2,299,123 (1,345,888) 1,345,888

401,399 (99,555) (1,590,799) 1,233,243 (682,708) 1,191,873
1,164,076 33,212 1,569,933 763,703 742,940 437,289
- - 30,866 - - -
1,164,076 33,212 1,590,799 763,703 742,940 437,289
1,565475 § (66,343) $ - % 1,996,946 $ 60,232 $ 1,629,162

$
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El Monte Community Redevelopment Agency
Combining Project Area Statement of Revenues, Expenditures,
and Changes in Fund Balances (Continued)

All Governmental Funds

Year ended June 30, 2011
El Monte El Monte
Center Center Annex
Debt Debt
Service Service Totals
Debt Capital Total
Service Projects Governmental
Reserve Reserve Funds Funds Funds
Revenues
Tax increment $ - % - 8 5432,391 § 1,371,105 § 6,803,496
Intergovernmental grants - - - 2,608,800 2,606,800
Charges for services - - - 7,649 7,649
Use of money and property:
Interest income 81 11 7,497 133,595 141,092
Rental income - - - 920,812 920,812
Miscellaneous revenue - - - 101,493 101,493
Total revenues 81 11 5,439,888 5,141,454 10,581,342
Expenditures
Current:
General government:
Administrative costs - - 113,676 2,349,838 2,463,514
Professional services - - - 1,397,729 1,397,729
Community development:

Acquisition costs - - - 4,308,938 4,308,938
Pass-through agreement payments - - 1,615,550 - 1,615,550
SERAF payments - - 421,983 - 421,983

Capital outlay:
Project improvement costs - - - 447,051 447,051
Debt service: -
Long-term debt repayments - - 782,000 - 782,000
Interest and other fiscal charges - - 1,276,405 1,140 1,277,545
Total expenditures - - 4,209,614 8,504,696 12,714,310
Excess (deficiency) of revenues
over expenditures 81 11 1,230,274 (3,363,242) (2,132,968)
Other financing sources (uses)
Transfers in - - 565,701 4,992,242 5,557,943
Transfers out - - (4,992,242) (565,701) (5,557,943)
Net other financing sources (uses) - - (4,426,541) 4,426,541 -
Special item - - - (864,036) (864,036)
Change in fund balance 81 11 (3,196,287) 199,263 {2,997,004)
Fund balance, beginning of year 1,775,556 234,077 8,421,419 12,099,420 20,520,839
Prior period adjustment - - 27,600 (1,428,485) (1,400,885)
Fund balance, beginning of year, as restated 1,775,556 234,077 8,449,019 10,670,935 19,119,954
Fund balance, end of year $ 1,775,637 $ 234,088 $ 5252752 $ 10,870,198 $ 16,122,950
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El Monte Community Redevelopment Agency
Computation of Low and Moderate

Income Housing Funds

Excess Surplus

OPENING FUND BALANCE - JULY 1, 2010 $ 6,796,041
LESS UNAVAILABLE AMOUNTS:

Unspent debt proceeds (Section 33334.12 (g)(3)(B)) (1,981,530)
AVAILABLE LOW AND MODERATE INCOME HOUSING FUNDS 4,814,511

LIMITATION (GREATER OF $1,000,000 OR FOUR YEARS SET-ASIDE):

Set-aside for the last four years:

2010-2011 $ 1,371,105
2009-2010 1,321,899
2008-2009 1,341,965
2007-2008 1,189,828
Total set-aside for the last four years $ 5,224,797
Base limitation $ 1,000,000
GREATER AMOUNT $ 5,224,797
COMPUTED EXCESS SURPLUS - JULY 1, 2011 $ None
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Report of Independent Auditors on Compliance (Including the Provisions Contained in the
Guidelines for Compliance Audits of Redevelopment Agencies) and on Internal Control over
Financial Reporting Based on an Audit of Financial Statements Performed in Accordance with
Government Auditing Standards

The Honorable Board of Directors of the
El Monte Community Development Agency

We have audited the basic financial statements of the EI Monte Community Redevelopment Agency
(Agency), a component unit of the City of EI Monte, California, as of and for the year ended June 30,
2011, and have issued our report thereon dated March 23, 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

Management of the Agency is responsible for establishing and maintaining effective internal control
over financial reporting. In planning and performing our audit, we considered the Agency’s internal
control over financial reporting as a basis for designing our auditing procedures for the purpose of
expressing our opinion on the financial statements, but not for the purpose of expressing an opinion
on the effectiveness of the Agency’s internal control over financial reporting. Accordingly, we do not
express an opinion on the effectiveness of the Agency’s internal control over financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose described in
the preceding paragraph and was not designed to identify all deficiencies in internal control over
financial reporting that might be significant deficiencies or material weaknesses and therefore, there
can be no assurance that all deficiencies, significant deficiencies, or material weaknesses have been
identified. :

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. We consider the deficiencies described in the accompanying schedule
of finding as item FS 11-01.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Agency's financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. Such provisions included those
provisions of laws and regulations identified in the Guidelines for Compliance Audits of Califomia
Redevelopment Agencies, issued by the State Controller and as interpreted in the Suggested Auditing
Procedures for Accomplishing Compliance Audits of Califomia Redevelopment Agencies, issued by
the Governmental Accounting and Auditing Committee of the California Society of Certified Public
Accountants. However, providing an opinion on compliance with those provisions was not an objective
of our audit, and accordingly, we do not express such an opinion. The results of our tests disclosed
instances of noncompliance or other matters that are required to be reported under Government
Auditing Standards as described in the accompanying schedule of findings as Finding 2011-01 to
2011-03.

The EI Monte Community Redevelopment Agency’s responses to the findings identified in our audit
are described in the accompanying summary of findings. We did not audit the City of El Monte’s
responses and, accordingly, we express no opinion on them.

This report is intended solely for the information of the Board of Directors and management of the El
Monte Community Redevelopment Agency and the State Controller's Office, Division of Accounting
and Reporting, and is not intended to be and should not be used by anyone other than these specified
parties.

Los Angeles, California
March 23, 2012



El Monte Community Redevelopment Agency
Schedule of Current Year Findings
June 30, 2011

Section | - Financial Statement Findings

The following financial statement findings were noted as part of the City audit and were also
determined applicable to the Agency:

FS 11-01: Year-end Closing Process

Condition and Context
This year’s closing process was delayed because some important procedures were not performed
on time. These included:
¢ Reconciliation of major balance sheet accounts.
s Accounts and notes receivables were not updated and reconciled with the general ledger in
a timely manner.
o Cut off procedures. There appears to be inadequate cut-off procedures relating to year-end
accruals. ‘

Cause and Effect '

During the fiscal year 2009-10, there was major personnel turnover in the City including the
resignation of the accounting manager. A new Finance Director was hired in 2010. However,
currently, the accounting personnel and support are not sufficient and knowledgeable to ensure that
the accounting records are updated and transactions are recorded correctly. The results of these
conditions were delays in producing closing entries, trial balances, schedules, reconciliations,
account analysis, and post-closing other financial reports needed by management and the auditors.
This also resulted in numerous audit adjustments and late submission of the annual report to the
State Controller's Office.

Recommendation

We recommend that the City of El Monte establish proper closing and reconciliation procedures and
assign responsibility for completing the procedures to specific City personnel. The closing
procedures should be documented in a checklist that indicates who will perform each procedure and
when completion of each procedure is due and is accomplished. The timing of specific procedures
could be coordinated with the timing of management's or the auditor's need for the information.
These reconciliations will help to ensure meaningful and accurate financial statements

We also recommend that the City hire an experienced competent Controller or Accounting Manager
who will be responsible for ensuring that key internal control processes are implemented including
timely update of subsidiary records and reconciliation of account balances, proper recording of
transactions, and timely closing of the books.
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El Monte Community Redevelopment Agency
Schedule of Current Year Findings
Year ended June 30, 2011

Management Response
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El Monte Community Redevelopment Agency
Schedule of Current Year Findings
Year ended June 30, 2011

Section Il - Compliance Findings

Finding 2011-01 — Annual Reporting

Criteria

In accordance with the California Health and Safety Code Section 33080.1, the Agency must present
an annual report to its legislative body and the State Controller's Office within six months of the end
of a fiscal year (December 31). The annual report contains several items, including the independent
auditor's reports, blight progress report and others.

Condition
This is a recurring prior year finding. The annual report for FY 10-11 was submitted late. The
audited Agency financial statements were finalized on March 23, 2011. '

Recommendation
We recommend that the Agency strengthened procedures to ensure that reports submitted are
complete. We also recommend that the Agency establish proper closing procedures to ensure that
the accounting records are finalized in order that audit can be conducted and completed by the
mandated deadline.

44



El Monte Community Redevelopment Agency
Schedule of Current Year Findings
Year ended June 30, 2011

Finding 2011-02 — Affordable Housing - Planning and Administrative Expenses Charged to
the Low and Moderate Income Housing Fund

Criteria

Health and Safety Code Section 33334.3 states the following:

“ (d) It is the intent of the Legislature that the Low and Moderate Income Housing Fund be used to
the maximum extent possible to defray the costs of production, improvement, and preservation of
low- and moderate-income housing and that the amount of money spent for planning and general
administrative activities associated with the development, improvement, and preservation of that
housing not be disproportionate to the amount actually spent for the costs of production,
improvement, or preservation of that housing. The agency shall determine annually that the planning
and administrative expenses are necessary for the production, improvement, or preservation of low-
and moderate-income housing.”

This determination must be made annually in writing.

Condition

This is a recurring prior year finding. During our audit, we noted that for the Fiscal Year 2010-2011,
we noted that there was no Board approved written determination showing that planning and
administrative expenditures charged to the Housing Fund were necessary for the production,
improvement, or preservation of low- and moderate-income housing.

Recommendation:
We recommend that the Agency implement effective procedures to ensure compliance with the
requirements of the Health & Safety Code applicable to redevelopment agencies.

Management Response:
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El Monte Community Redevelopment Agency
Schedule of Current Year Findings
Year ended June 30, 2011

Finding # 2011-03 — Housing Assistance

Criteria
Agencies shall require property owners or managers of low and moderate income property owners
to submit an annual report to the Agency.

Health and Safety Code Section 33418 states the following:

“ (d) (a) An agency shall monitor, on an ongoing basis, any housing affordable to persons and
families of low or moderate income developed or otherwise made available pursuant to any
provisions of this part. As part of this monitoring, an agency shall require owners or managers of the
housing to submit an annual report to the agency. The annual reports shall include for each rental
unit the rental rate and the income and family size of the occupants, and for each owner-occupied
unit whether there was a change in ownership from the prior year and, if so, the income and family
size of the new owners. The income information required by thls section shall be supplied by the
tenant in a certified statement on a form provided by the agency.”

Condition

This is a recurring prior year finding. During our audit, we noted that the Agency does not have any
system or procedure of monitoring the Agency's affordable housing program. There was no annual
monitoring report received from each of the managers or owners of propertles providing affordable
housing to low- and moderate -income households.

Recommendation:
We recommend that the Agency implement stricter procedures to ensure that systems or procedures
for monitoring the Agency'’s affordable housing program are in place and are functioning effectively.
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