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Shafter Community Development Agency
Management’s Discussion and Analysis
For the year ended June 30, 2007

This section of the Shafter Community Development Agency’s (Agency) annual financial report presents an
overview and analysis of the Agency’s financial activities for the fiscal year ended June 30, 2007. Please
read this overview in conjunction with your reading of the accompanying Basic Component Unit Financial
statements.

THE PURPOSE OF THE AGENCY
The Agency is a component unit of the City of Shafter (City); it is controlled by the City. The Agency’s
Board of Directors are also members of the City’s City Council. City employees perform all the duties and
functions required of the Agency.
The Agency’s purpose under California law is to eliminate urban blight in the City of Shafter; it is given
certain powers under the law to assist it in that endeavor. The Agency may condemn property under
certain circumstances and only to the extent the City may condemn property as prescribed by the law, and
it may incur indebtedness to finance redevelopment of property. The Agency may not assess or receive
property taxes, but it may receive any increases in property taxes over amounts received in the year before
the property in the Agency’s area became subject to redevelopment (called the Base Year). The increases
are called Property Tax Increments. One-fifth of the property tax increments received must be used to
increase the supply or the condition of low and moderate income housing.

FINANCIAL 2007 FINANCIAL HIGHLIGHTS
Financial highlights of the year include the following:
•

The Agency’s net assets increased $365,948 in fiscal year 2006-07, after $368,360 decrease in the
preceding year. At June 30, 2007, the Agency had a deficit of $3.60 million.

•

Total Agency revenues, including transfers and contributions, were $3.11 million, an increase of
$1.23 million, and expenses were $2.75 million, representing an increase of $496,302 over the prior
year.

•

Low and Moderate Income Housing Fund revenues of $158,252 were $99,497 greater than the prior
ear, while expenditures of $353,557 increased $61,981 from the prior year. A bond issue provided net
proceeds from the sale of bonds which was $1.82 million., which increased the ending fund balance
by $1.62 million.

THE BASIC FINANCIAL STATEMENTS
The Basic Financial Statements comprise the Government-wide Financial Statements and the Fund
Financial Statements; these two sets of financial statements provide two different views of the Agency’s
financial activities and financial position.
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Shafter Community Development Agency

Management’s Discussion and Analysis, Continued
For the year ended June 30, 2007

The Agency-wide Financial Statements provide a longer-term view of the Agency’s activities as a whole
and include the Statement of Net Assets and the Statement of Activities. The Statement of Net Assets
provides information about the financial position of the Agency as a whole, including all its capital assets
and long-term liabilities on the full accrual basis of accounting, similar to that used by corporations. The
Statement of Activities provides information about all of the Agency’s revenues and all its expenses, also on
the full accrual basis, with the emphasis on measuring net revenues or expenses of each of the Agency’s
programs. The Statement of Activities explains in detail the change in Net Assets for the year.
All of the Agency’s activities are grouped into Governmental Activities.
The Fund Financial Statements report the Agency’s operations in more detail than the Government-wide
statements and focus primarily on the short-term activities of the Agency’s three funds. The Fund Financial
Statements measure only current revenues and expenditures and fund balances; they exclude capital assets,
long-term debt and other long-term amounts.
Major funds account for the major financial activities of the Agency and are presented individually, while
the activities of any Non-major funds are presented in summary, with subordinate schedules presenting the
detail for each of these other funds. The Agency reports all three of its funds as Major Funds.
The Agency-wide Financial Statements
The Statement of Net Assets and the Statement of Activities present information about the following:
•

Governmental activities – All of the Agency’s basic services are considered to be governmental
activities, including all the pass-through agreements costs and community development and
engineering. These services are supported by the general Agency revenues such as property tax
increments.

Government-wide financial statements are prepared on the accrual basis, which means they measure the
flow of all economic resources of the Agency as a whole.
Fund Financial Statements
The Fund Financial Statements provide detailed information about each of the Agency’s most significant
funds, called Major Funds. The concept of major funds, and the determination of which are major funds,
was established under GASB Statement 34 and replaces the concept of combining like funds and presenting
them in total. Instead, each Major Fund is presented individually, with all Non-major Funds summarized
and presented only in a single column. Subordinate schedules present the detail of these Non-major funds.
Major Funds present the major activities of the Agency for the year, and may change from year to year as a
result of changes in the pattern of Agency’s activities.
All the Agency’s Funds are Governmental Funds; financial statements for these Funds are prepared on the
modified accrual basis, which means they measure only current financial resources and uses. Capital assets
and other long-lived assets, along with long-term liabilities, are not presented in the Governmental Fund
Financial Statements.
The Agency does not provide annual budget information. The Agency’s debt service fund is not budgeted
on annual basis and is controlled by debt covenants. The capital project funds are budgeted on a project
length basis rather than on an annual basis.
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Shafter Community Development Agency

Management’s Discussion and Analysis, Continued
For the year ended June 30, 2007

FINANCIAL ACTIVITIES OF THE AGENCY AS A WHOLE
This analysis focuses on the net assets and changes in net assets of the Agency’s Governmental Activities in
the Agency-wide Statement of Net Assets and Statement of Activities that follow.
The Agency’s net assets from governmental activities increased 10.1% which amounted to $365,948,
decreasing the deficit from $3.96 million in 2006 to $3.60 million in 2007. This increase is the Change in Net
Assets reflected in the Statement of Activities is based mainly on the issue of tax increment financing which
produced proceeds of bonds and increased interest income on the construction proceeds.
Fiscal Year 2007 Governmental Activities
The Agency’s fiscal 2007 revenue came primarily from property tax increments, which amounted to $2.19
million, an increase of $554,641 from the prior year, and investment income that totaled $913,949 an increase
of $812,987.
Agency expenses of $2.75 million in fiscal 2007 were principally for development-related projects
amounting to $1.37 million for administration and Pass-through expenses, and State Educational Revenue
Augmentation Fund takeaways, the remainder of $1.38 million is debt related interest costs. The Agency
has agreements with the local school districts, County of Kern and other special districts in its project area
under which it passes through a portion of the property tax increments it receives.

THE AGENCY’S FUND FINANCIAL STATEMENTS
At June 30, 2007, the Agency’s governmental funds reported combined fund balances of $11.78 million,
which is an increase of $8.35 million from the prior year. This increase resulted primarily from issuance of
debt and the increase in interest income from the invested construction and reserve funds.

CAPITAL ASSETS
Under GASB 34, the Agency is required to record all its capital assets, including infrastructure, at their
historical cost, and to depreciate these assets over their estimated useful lives. At June 30, 2007, the Agency
had no capital assets that were used in its own operations. The Agency did have $2.9 million of assets,
which consisted of land held for resale.

DEBT ADMINISTRATION
Each of the Agency’s debt issued is discussed in detail in Note 6 to the financial statements. In June 1993
the Agency issued $1.75 million of Tax Allocation Bonds for Project Area #1 that bear interest at 5.8% to
6.2% and are due in 2013. The proceeds from these Bonds were utilized to provide infrastructure in
blighted areas of the Project Area. These Tax Allocation Bonds have been retired with the issuance of the
2006 Tax Allocation Bonds.
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Shafter Community Development Agency

Management’s Discussion and Analysis, Continued
For the year ended June 30, 2007

In October 2000 the Agency issued $3.935 million of Subordinate Tax Allocation Bonds for Project Area #I
that bear interest at 4.25% to 6.125% and are due in 2031. The proceeds of the bonds were used to finance
various downtown improvements. These Tax Allocation Bonds have been defeased with the issuance of the
2006 Tax Allocation Bonds.
In October 2000, the Agency’s issued $2.7 million of Tax Allocation Bonds for Project Area #II that bear
interest at 4.5% to 6.7% and are due in 2033. The proceeds of the bonds were utilized to fund infrastructure
in the blighted areas of this Project Area, which included a regional sewer collection line. These Tax
Allocation Bonds have been defeased with the issuance of the 2006 Tax Allocation Bonds.
On July 1, 2006, the Agency issued Shafter Community Development Project Area No. 1 2006 Tax
Allocation and Refunding Bonds, Series A in the amount of $9,150,000, maturing through 2036 in annual
principal payments ranging in amounts from $155,000 to $555,000. Interest is payable semi-annually
ranging from 4.0% to 5.0%. The proceeds of the bonds were used retire the 1993 Tax Allocation Bonds with
an original issue of $1,750,000 and to defease the 2000 Subordinate Tax Allocation Bonds Series A, original
issue $3,935,000. The remaining proceeds of the refunding bond issue will be used to fund certain projects
of the Agency.
On July 1, 2006, the Agency issued Shafter Community Development Project Area No. 1 2006 Tax
Allocation and Refunding Bonds, Series A in the amount of $6,685,000, maturing through 2036 in annual
principal payments ranging in amounts from $100,000 to $430,000. Interest is payable semi-annually
ranging from 4.15% to 5.45%. The proceeds of the bonds were used to defease the 2000 Subordinate Tax
Allocation Bonds Series A, original issue $2,700,000 and the remainder will be used to fund certain projects
of the Agency.

CONTACTING THE AGENCY’S FINANCIAL MANAGEMENT
These Component Unit Financial Statements are intended to provide citizens, taxpayers, investors, and
creditors with a general overview of the Agency’s finances. Questions about this Report should be directed
to the Finance Department, at 336 Pacific Avenue, Shafter, California 93263.
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GOVERNMENT-WIDE FINANCIAL STATEMENTS
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Shafter Community Development Agency
Statement of Net Assets
June 30, 2007

Primary
Government
Governmental
Activities
ASSETS
Current assets:
Cash and investments

$

Restricted cash and investments with fiscal agents

1,176,822
9,019,368

Accounts Receivable

49,921

Due from other agencies

89,472

Total current assets

10,335,583

Noncurrent assets:
Land held for resale

2,901,023

Other assets

232,000

Total noncurrent assets

3,133,023

Total assets

13,468,606
LIABILITIES

Current liabilities:
Accounts payable

13,697

Interest payable

73,439

Due to other City funds

1,445,344

Compensated absences - due within one year

28,884

Bonds payable - due within one year

116,253

Total current liabilities

1,677,617

Noncurrent liabilities:
Compensated absences - due in more than one year

67,128

Post retirement health benefits - due in more than one year

13,893

Bonds payable - due in more than one year

15,309,221

Total noncurrent liabilities

15,390,242

Total liabilities

17,067,859
NET ASSETS

Restricted for:
Debt service

1,116,328

Capital projects

10,661,237

Total restricted

11,777,565

Unrestricted

(15,376,818)

Total net assets

$

See accompanying Notes to Basic Financial Statements.
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(3,599,253)

Shafter Community Development Agency
Statement of Activities and Changes in Net Assets
For the year ended June 30, 2007

Primary
Government
Governmental
Activities
Expenses:
General government

$

Interest on long-term debt

1,368,870
1,379,361

Total program expenses

2,748,231

General revenues and transfers:
Taxes:
Property taxes

2,189,775

Investment earnings

913,949

Other

10,455

Total general revenues and transfers

3,114,179

Change in net assets

365,948

Net assets - beginning of year

(3,965,201)

Net assets - end of year

$

See accompanying Notes to Basic Financial Statements.
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(3,599,253)
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FUND FINANCIAL STATEMENTS
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Shafter Community Development Agency
Balance Sheet
Governmental Funds
June 30, 2007

Major Funds
Capital Projects Funds
Agency

Low and

Total

Debt

Community

Moderate

Governmental

Service

Development

Income Housing

Funds

ASSETS
Cash and investments

$

Restricted cash and investments with fiscal agents

-

$

1,066,407

Account receivable

382,753

$

6,372,848

794,069

$

1,580,113

1,176,822
9,019,368

49,921

-

-

49,921

Due from other agencies

-

89,472

-

89,472

Land held for resale

-

655,233

2,245,790

2,901,023

Total assets

$

1,116,328

$

-

$

7,500,306

$

13,335

$

4,619,972

$

362

$

13,236,606

LIABILITIES AND
FUND BALANCES
Liabilities:
Accounts payable

$

Due to other City funds
Total liabilities

13,697

-

1,027,450

417,894

1,445,344

-

1,040,785

418,256

1,459,041

Fund Balances:
Reserved for:
Land held for resale
Debt service

-

655,233

2,245,790

2,901,023

1,116,328

-

-

1,116,328

-

5,804,288

1,955,926

7,760,214

1,116,328

6,459,521

4,201,716

11,777,565

Unreserved, undesignated
Total fund balances
Total liabilities and fund balances

$

1,116,328

See accompanying Notes to Basic Financial Statements.
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$

7,500,306

$

4,619,972

$

13,236,606

Shafter Community Development Agency
Reconciliation of the Governmental Funds Balance Sheet
to the Government-Wide Statement of Net Assets
June 30, 2007

Total Fund Balances - Total Governmental Funds

$

11,777,565

Amounts reported for governmental activities in the Statement of Activities were different because:
Interest expenditures are recognized when due, and therefore, interest payable is not recorded in the
governmental funds.

(73,439)

Long-term liabilities were not due and payable in the current period. Therefore, they were not
reported in the Governmental Funds Balance Sheet.
Compensated absences
Retiree Medical Benefit
Cost of issuance
Long-term liabilities - due within one year
Long-term liabilities - due in more than one year

(96,012)
(13,893)
232,000
(116,253)
(15,309,221)

Total long-term liabilities

(15,303,379)

Net Assets of Governmental Activities

$

See accompanying Notes to Basic Financial Statements.
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(3,599,253)

Shafter Community Development Agency
Statement of Revenues, Expenditures and Changes in Fund Balances
Governmental Funds
For the year ended June 30, 2007

Major Funds
Capital Projects Funds
Agency

Low and

Total

Debt

Community

Moderate

Governmental

Service

Development

Income Housing

Funds

REVENUES:
Taxes and assessments

$

Use of money and property

-

$

2,189,775

$

-

$

2,189,775

420,552

335,175

158,222

913,949

-

10,425

30

10,455

420,552

2,535,375

158,252

3,114,179

-

1,062,761

293,058

1,355,819

Interest and fiscal charges

966,100

189,657

60,499

1,216,256

Debt issuance cost

240,000

-

-

240,000

1,206,100

1,252,418

353,557

2,812,075

1,282,957

(195,305)

302,104

-

-

15,835,000
(7,235,000)

Other
Total revenues
EXPENDITURES:
Current:
General government
Debt service:

Total expenditures
REVENUES OVER (UNDER) EXPENDITURES

(785,548)

OTHER FINANCING SOURCES (USES):
Bond proceeds

15,835,000

Payment of refunded bonds to escrow agent

(7,235,000)

-

-

Bond discounts

(172,272)

-

-

(172,272)

Loss on defeasance

(376,002)

-

-

(376,002)

Transfers in
Transfers out
Total other financing sources (uses)
Net change in fund balances

7,308,784

6,085,162

3,150,533

16,544,479

(14,208,361)

(1,002,049)

(1,334,069)

(16,544,479)

1,152,149

5,083,113

1,816,464

8,051,726

366,601

6,366,070

1,621,159

8,353,830

749,727

93,451

2,580,557

3,423,735

FUND BALANCES:
Beginning of year
End of year

$

1,116,328

See accompanying Notes to Basic Financial Statements.
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$

6,459,521

$

4,201,716

$

11,777,565

Shafter Community Development Agency
Reconciliation of the Governmental Funds Statement of Revenues, Expenditures, and Changes in
Fund Balances to the Government-Wide Statement of Activities and Changes in Net Assets
For the year ended June 30, 2007

Net Change in Fund Balances - Total Governmental Funds

$

8,353,830

Amounts reported for governmental activities in the Statement of Activities were different because:
In the statement of activities, interest on long-term debt is not recognized under the modified accrual
basis of accounting until due, rather than as it accrues. This amount represents the net change in interest
payable.

(16,357)

Compensated absences and post retirement medical benefits were reported in the Government-Wide
Statement of Activities and Changes in Net Assets, but they did not require the use of current financial
resources. Therefore, compensated absences and post retirement medical benefits were not reported as
expenditures in the Governmental Funds.
Compensated Absences

(11,322)

Retiree medical insurance

(1,729)

The issuance of long-term liabilities provides current financial resources to governmental funds, while
the repayment of the principal of long-term liabilities consumes the current financial resources of
governmental funds. Neither transaction, however, has any effect on net assets. Also, governmental
funds report the effect of issuance costs, premiums, discounts, and similar items when debt is first issued,
whereas there amounts are deferred and amortized in the statement of activities. This amount is the net
effect of these differences in the treatment of long-term liabilities and related items.
(15,835,000)

Bond proceeds
Payment of refunded bonds to escrow agent
Bond issuance costs, net of current year amortization
Bond discounts, net of current year amortization
Loss on defeasance, net of current year amortization

7,235,000
232,000
166,530
242,996

Change in Net Assets of Governmental Activities

$

See accompanying Notes to Basic Financial Statements.
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Shafter Community Development Agency
Notes to Basic Financial Statements
For the year ended June 30, 2007

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The basic financial statements of the Shafter Community Development Agency (Agency) have been
prepared in conformity with generally accepted accounting principles (GAAP) as applied to governmental
agencies. The Governmental Accounting Standards Board (GASB) is the accepted standard setting body for
establishing governmental accounting and financial reporting principles. The more significant of the
Agency’s accounting policies are described below.
A. Reporting Entity
The Agency was established on February 14, 1985 pursuant to California Community Redevelopment Laws
by the action of the City Council of the City of Shafter (City) (Ordinance 298). Financial activity of the
Agency commenced in 1989.
On June 12, 1989, the Agency Board approved the formation of a project area known as Project Area I. The
principal goals of the project are to encourage industrial development, to contribute to a more balanced and
diversified employment base, provide for the construction of public facilities and revitalize deteriorated
and blighted areas.
On July 20, 1993, the Agency Board approved the formation of a project known as Project Area II. The
principal goals of the project are to encourage industrial development and develop the land surrounding
the airport area near the 99 Freeway and Lerdo Highway. Elk Corporation is the first industry to locate in
this area after the project area’s formation.
In accordance with GASB Statement No. 14, “Defining the Reporting Entity,” the Agency’s financial
activities are included with the financial activities of the City for financial reporting purposes. The Shafter
Redevelopment Agency (Agency) is a component unit of the City of Shafter (City) whose purpose is to
prepare and implement plans for improvement, rehabilitation, and development of certain areas within the
City. The City Council members served as the governing board of the Agency. The financial statements are
intended to present the financial position and results of operations for transactions recorded in the Agency,
and not those of the City as a whole.
B. Basis of Accounting and Measurement Focus
The accounts of the Agency are organized on the basis of funds, each of which is considered a separate
accounting entity. 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. Governmental
resources are allocated to and accounted for in individual funds based upon the purposes for which they
are to be spent and the means by which spending activities are controlled.
Government - Wide Financial Statements
The Agency’s Government-Wide Financial Statements include a Statement of Net Assets and a Statement of
Activities and Changes in Net Assets. These statements present summary of governmental activities for the
Agency.
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Shafter Community Development Agency
Notes to Basic Financial Statements, Continued
For the year ended June 30, 2007

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued
B. Basis of Presentation, Measurement Focus, and Basis of Accounting, Continued
Government - Wide Financial Statements, Continued
These financial statements are presented on an “economic resources” measurement focus and the accrual
basis of accounting. Accordingly, all of the Agency’s assets and liabilities, including capital assets, and
long-term liabilities, are included in the accompanying Statement of Net Assets. The Statement of Activities
presents changes in net assets. Under the accrual basis of accounting, revenues are recognized in the period
in which they are earned while expenses are recognized in the period in which the liability is incurred.
Governmental Fund Financial Statements
Governmental fund financial statements include a Balance Sheet and a Statement of Revenues,
Expenditures and Changes in Fund Balances for all major governmental funds and non-major funds
aggregated. An accompanying schedule is presented to reconcile and explain the differences in net assets as
presented in these statements to the net assets presented in the Government-Wide Financial Statements.
The Agency has presented all funds as major funds.
All governmental funds are accounted for on a spending or "current financial resources" measurement focus
and the modified accrual basis of accounting. Accordingly, only current assets and current liabilities are
included on the Balance Sheet. The Statement of Revenues, Expenditures and Changes in Fund Balances
presents increases (revenues and other financing sources) and decreases (expenditures and other financing
uses) in net current assets. Under the modified accrual basis of accounting, revenues are recognized in the
accounting period in which they become both measurable and available to finance expenditures of the
current period.
Revenues are recorded when received in cash, except for that revenues subject to accrual (generally 60 days
after year-end) are recognized when due. The primary revenue sources, which have been treated as
susceptible to accrual by the City is property tax. Expenditures are recorded in the accounting period in
which the related fund liability is incurred. Deferred revenues arise when potential revenues do not meet
both the “measurable” and “available” criteria for recognition in the current period. Deferred revenues also
arise when the government receives resources before it has a legal claim to them, as when grant monies are
received prior to incurring qualifying expenditures. In subsequent periods, when both revenue recognition
criteria are met or when the government has a legal claim to the resources, the deferred revenue is removed
from the Balance Sheet and revenue is recognized.
The Reconciliation of the Fund Financial Statements to the Government-Wide Financial Statements is
provided to explain the differences created by the integrated approach of GASB Statement No. 34.
C. Use of Restricted/Unrestricted Net Assets
When an expense is incurred for purposes for which both restricted and unrestricted net assets are
available, the Agency’s policy is to apply restricted net assets first.
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Shafter Community Development Agency
Notes to Basic Financial Statements, Continued
For the year ended June 30, 2007

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued
D. Cash, Cash Equivalents and Investments
The Agency pools its available cash for investment purposes. The Agency’s cash and cash equivalents are
considered to be cash on hand, demand deposits, and short-term investments with original maturity of
three months or less from the date of acquisition. Cash and cash equivalents are combined with
investments and displayed as Cash and Investments.
In accordance with GASB Statement No. 40, Deposit and Investment Disclosures (Amendment of GASB No. 3),
certain disclosure requirements for Deposits and Investment Risks were made in the following areas:
¾
¾

Interest Rate Risk
Credit Risk
•
Overall
•
Custodial Credit Risk
•
Concentrations of Credit Risk

In addition, other disclosures are specified including use of certain methods to present deposits and
investments, highly sensitive investments, credit quality at year-end and other disclosures.
In accordance with GASB Statement No. 31, Accounting and Financial Reporting for Certain Investments and for
External Investment Pools, highly liquid market investments with maturities of one year or less at time of
purchase are stated at amortized cost. All other investments are stated at fair value. Market value is used
as fair value for those securities for which market quotations are readily available.
The Agency participates in an investment pool managed by the State of California titled Local Agency
Investment Fund (LAIF), which has invested a portion of the pool funds in Structured Notes and Assetbacked Securities. LAIF’s investments are subject to credit risk with the full faith and credit of the State of
California collateralizing these investments. In addition, these Structured Notes and Asset-backed
Securities are subject to market risk as to change in interest rates.
E. Cash and Investments with Fiscal Agents
Certain cash and investments with fiscal agents are for the redemption of bonded debt and for acquisition
and construction of capital projects.
F. Land Held for Resale
The Agency has acquired several parcels of land as part of its primary purpose to develop or redevelop
properties. The property is being carried in the Agency’s Capital Projects Fund at the lower of cost or
estimated net realizable value.
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Shafter Community Development Agency
Notes to Basic Financial Statements, Continued
For the year ended June 30, 2007

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued
G. Tax Revenues
Incremental property tax revenues are established pursuant to California Community Redevelopment Law
and result from the excess of taxes levied and collected each year in designated project areas over and above
the amount which would have been produced, at the current rates, by the assessed value as shown on the
last annualized property tax assessment roll prior to the effective date of the ordinance establishing the
designated project areas.
H. Interest Payable
In the Government-Wide Financial Statements, interest payable on the debt is recognized as the liability is
incurred.
I.

Long-Term Debt

Government-Wide Financial Statements - Long-term debt and other long-term obligations are reported as liabilities
in the appropriate activities.
Fund Financial Statements - The governmental fund financial statements do not present long-term debt but are
shown in the Reconciliation of the Governmental Funds Balance Sheet to the Government-Wide Statement of
Net Assets.
J.

Net Assets

In the government-wide financial statements, net assets are classified in the following categories:
Restricted Net Assets – This amount is restricted by external creditors, grantors, contributors, laws or
regulations of other governments.
Unrestricted Net Assets – This amount is all net assets that do not meet the definition of “restricted net
assets.”
K. Fund Balances – Reservations and Designations
In the Fund Financial Statements, governmental funds report reservations of fund balances for amounts
that are not available for appropriation or are legally restricted by outside parties for use for a specific
purpose. Designations of fund balances represent tentative management plans that are subject to change.
L. Interfund Transactions
With Agency approval, resources may be transferred from one fund to another. The purpose of the
majority of transfers, called operating transfers, is to reimburse a fund which has made an expenditure on
behalf of another fund. A residual equity transfer may be made to open or close a fund.
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Shafter Community Development Agency
Notes to Basic Financial Statements, Continued
For the year ended June 30, 2007

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued
M. Use of Estimates
The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions. These estimates and assumptions affect the
reported amounts of assets and liabilities and the disclosure of contingent assets and liabilities. In addition,
estimates affect the reported amount of expenses. Actual results could differ from these estimates and
assumptions.

2. CASH AND INVESTMENTS
The Agency maintains a cash and investment pool with all other City funds, which includes cash balances
and authorized investments, which the City Treasurer invests to enhance interest earnings. The pooled
interest earned is allocated to each fund based on average month-end and investment balances in these
funds.
Cash and investments at June 30, 2007 consisted of the following:
Cash and investments pooled with the City

$

Restricted cash and investments with fiscal agents
Total cash and investments

1,176,822
9,019,368

$

10,196,190

All pooled certificates of deposit and bank balances are entirely insured or collateralized. The California
Government Code requires California banks and savings and loan associations to secure an agency’s
deposits by pledging government securities as collateral. The market value of the pledged securities must
equal at least 110% of an agency’s deposits. California law also allows financial institutions to secure local
agency deposits by pledging first trust deed mortgage notes having a value of 150% of a local agency’s
deposits. The City may waive collateral requirements for deposits which are fully insured up to $100,000
by the Federal Deposit Insurance Corporation (FDIC).
See the City’s Comprehensive Annual Financial Report for the year ended June 30, 2007, for additional
disclosures on cash and investments.

3. LAND HELD FOR RESALE
The Agency has acquired several parcels of land as part of its primary purpose to develop or redevelop
properties. The Agency records these parcels as land held for resale in its financial records. The properties
are being carried in the Agency’s capital projects funds at the lower of cost or estimated net realizable
value. At June 30, 2007, the carrying amount for property held for resale totaled $2,901,023 with this
amount offset by a reservation of fund balances.
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4. INTERFUND TRANSACTIONS
At June 30, 2007, the Agency had the following transfers in/out:
Transfers In
Capital Projects Funds

Transfers Out
Debt Service

Agency

Low and

Debt

Community

Moderate

Service

Development

Income Housing

$

4,972,666

$

6,085,162

$

3,150,533

Total
$

14,208,361

Capital Projects Funds:
Agency Community Development

1,002,049

-

-

1,002,049

Low and Moderate Income Housing

1,334,069

-

-

1,334,069

$

Total

7,308,784

$

6,085,162

$

3,150,533

$

16,544,479

5. LONG-TERM DEBT
A summary of the Agency’s long-term debt is as follows:
Amounts

Amounts

Balance

Due Within

Due in More

June 30, 2007

One Year

than One Year

Balance
July 1, 2006
1993 Tax Allocation Bonds

$

Additions

955,000

$

Deletions
-

$

(955,000) $

-

$

-

$

-

2000 Subordinate Tax
Allocation Bonds, Series A

3,770,000

-

(3,770,000)

-

-

-

2,510,000

-

(2,510,000)

-

-

-

-

9,150,000

9,150,000

155,000

8,995,000

2000 Tax Allocation
Bonds, Series A
2006 Tax Allocation
Bonds, Series A, Project 1

-

Unamortized bond discount

-

(78,488)

2,616

(75,872)

(2,616)

(73,256)

Unamortized loss on defeasance

-

(219,981)

54,995

(164,986)

(54,995)

(109,991)

2006 Tax Allocation
Bonds, Series A, Project 2

-

6,685,000

-

6,685,000

100,000

Unamortized bond discount

-

(93,784)

3,126

(90,658)

(3,126)

Unamortized loss on defeasance

-

(156,021)

78,011

(78,010)

(78,010)

Total

$

7,235,000

$ 15,286,726
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5. LONG-TERM DEBT, Continued
A. Tax Allocation Bonds
1993 Tax Allocation Bonds – Original Issue $1,750,000
Tax Allocation Bonds issued to fund the construction of various facilities including public infrastructure
and projects, low and moderate income housing projects, and job creation projects which will benefit the
project area originally issued on June 15, 1993, in the principal amount of $1,750,000, maturing through
2013 in annual principal payments ranging in amount from $50,000 to $150,000. Bonds are secured solely
by the tax increment revenue of the redevelopment project area. Interest is payable semi-annually in
variable interest rates ranging from 5.8% to 6.2%. The bonds are subject to early redemption at the face
value plus a call premium ranging from 1% to 2%. The bonds were defeased in fiscal year 2006-2007.
2000 Subordinate Tax Allocation Bonds, Series A – Original Issue $3,935,000
On October 19, 2000, the Agency issued Shafter Community Development Project Area No. 1 2000
Subordinate Tax Allocation Bonds, Series A in the amount of $3,935,000, maturing through 2031 in annual
principal payments ranging in amounts from $20,000 to $320,000. Interest is payable semi-annually
ranging from 4.25% to 6.125%. The proceeds of the bonds were used to fund certain projects of the Agency.
The bonds are secured by pledged tax revenues on the taxable property within Shafter Community
Development Project Area No. 1. The bonds were defeased in fiscal year 2006-2007.
2000 Tax Allocation Bonds, Series A - Original Issue $2,700,000
On October 19, 2000, the Agency issued Shafter Community Development Project Area No. 2 2000 Tax
Allocation Bonds, Series A in the amount of $2,700,000, maturing through 2033 in annual principal
payments ranging in amounts from $35,000 to $195,000. Interest is payable semi-annually ranging from
4.5% to 6.7%. The proceeds of the bonds will be used to fund certain projects of the Agency. The bonds are
secured by pledged tax revenues on the taxable property within Shafter Community Development Project
Area No. 2. The bonds were defeased in fiscal year 2006-2007.
2006 Project Area No. 1 Tax Allocation Bonds, Series A -Original Issue $9,150,000
On July 1, 2006, the Agency issued Shafter Community Development Project Area No. 1 2006 Tax
Allocation and Refunding Bonds, Series A in the amount of $9,150,000, maturing through 2036 in annual
principal payments ranging in amounts from $155,000 to $555,000. Interest is payable semi-annually
ranging from 4.0% to 5.0%. The proceeds of the bonds will be used to advance refund the 2000 Subordinate
Tax Allocation Bonds, current refund 1993 Tax Allocation Bonds, certain projects of the Agency, a Reserve
Account, and to pay the cost of issuance for the bonds. The bonds are secured by pledged tax revenues on
the taxable property within Shafter Community Development Project Area No. 1. The amount outstanding
at June 30, 2007 was $9,150,000.
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5. LONG-TERM DEBT, Continued
A. Tax Allocation Bonds, Continued
The annual debt service requirements on these bonds outstanding at June 30, 2007, were as follows:
Year Ending
June 30,
2008

Principal
$

Interest

155,000

$

424,942

Total
$

579,942

2009

160,000

418,642

578,642

2010

165,000

412,142

577,142

2011

175,000

405,342

580,342

2012

180,000

398,242

578,242

2013-2017

1,010,000

1,875,475

2,885,475

2018-2022

1,250,000

1,638,131

2,888,131

2023-2027

1,555,000

1,320,793

2,875,793

2028-2032

1,975,000

888,125

2,863,125

2033-2037

2,525,000

328,125

2,853,125

Total

$

$

9,150,000

8,109,959

$

17,259,959

Bond Discount
The following is a summary of discount at June 30, 2007:
Balance

Balance

July 1, 2006
2006 Project Area No. 1, Series A
Total

Additions

Deletions

June 30, 2007

$

-

$

78,488

$

(2,616)

$

75,872

$

-

$

78,488

$

(2,616)

$

75,872

Amortization expense for the year ended June 30, 2007 was $2,616.
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5. LONG-TERM DEBT, Continued
A. Tax Allocation Bonds, Continued
Debt Defeasance
The net present value of economic gain (difference between the present value of the new and old debt
service payments) for the 2006 Project Area No. 1 Tax Allocation and Refunding Bonds, Series A was
$239,415. A summary of the economic gain is as follows:
Present value of reduction (increase) of debt service @ 4.9766%
Add: New funds created
Less: Prior funds on hand

$

Net present value of economic gain (loss)

$

467,118
1,067,386
(1,295,089)
239,415

Loss on Debt Defeasance
The following is a summary of loss on defeasance at June 30, 2007:
Balance

Balance

July 1, 2006
2006 Project Area No. 1, Series A
Total

Additions

Deletions

June 30, 2007

$

-

$

219,981

$

(54,995)

$

164,986

$

-

$

219,981

$

(54,995)

$

164,986

Amortization expense for the deferred refunding loss for the year ended June 30, 2007 was $54,995.
2006 Project Area No. 2 Tax Allocation Bonds, Series A-Original Issue $6,685,000
On July 1, 2006, the Agency issued Shafter Community Development Project Area No. 2 2006 Tax
Allocation and Refunding Bonds, Series A in the amount of $6,685,000, maturing through 2036 in annual
principal payments ranging in amounts from $100,000 to $430,000. Interest is payable semi-annually
ranging from 4.15% to 5.45%. The proceeds of the bonds will be used to advance refund the 2000
Subordinate Tax Allocation Bonds, certain projects of the Agency, a Reserve Account, and to pay the cost of
issuance for the bonds. The bonds are secured by pledged tax revenues on the taxable property within
Shafter Community Development Project Area No. 2. The amount outstanding at June 30, 2007 was
$6,685,000.
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5. LONG-TERM DEBT, Continued
A. Tax Allocation Bonds, Continued
The annual debt service requirements on these bonds outstanding at June 30, 2007, were as follows:
Year Ending
June 30,
2008

Principal
$

Interest

100,000

$

353,013

Total
$

453,013

2009

105,000

348,628

453,628

2010

110,000

343,815

453,815

2011

115,000

338,610

453,610

2012

120,000

333,028

453,028

2013-2017

685,000

1,568,334

2,253,334

2018-2022

880,000

1,365,374

2,245,374

2023-2027

1,145,000

1,094,638

2,239,638

2028-2032

1,485,000

739,974

2,224,974

2033-2037

1,940,000

275,498

2,215,498

Total

$

6,685,000

$

6,760,912

$

13,445,912

Bond Discount
The following is a summary of bond discount at June 30, 2007:
Balance
July 1, 2006
2006 Project Area No. 2, Series A
Total

Additions

Deletions

Balance
June 30, 2007

$

-

$

93,784

$

(3,126)

$

90,658

$

-

$

93,784

$

(3,126)

$

90,658

Amortization expense for the year ended June 30, 2007 was $3,126.
Debt Defeasance
The net present value of economic gain (difference between the present value of the new and old debt
service payments) for the 2006 Project Area No. 2 Tax Allocation and Refunding Bonds, Series A was
$139,837. A summary of the economic gain is as follows:
Present value of reduction (increase) of debt service @ 5.3895%
Add: New funds created
Less: Prior funds on hand
Net present value of economic gain (loss)

169,703
715,685
(745,551)
$
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5. LONG-TERM DEBT, Continued
A. Tax Allocation Bonds, Continued
Loss on Debt Defeasance
The following is a summary of loss on defeasance at June 30, 2007:
Balance

Balance

July 1, 2006
2006 Project Area No. 2, Series A
Total

Additions

Deletions

June 30, 2007

$

-

$

156,021

$

(78,011)

$

78,010

$

-

$

156,021

$

(78,011)

$

78,010

Amortization expense for the deferred refunding loss for the year ended June 30, 2007 was $78,011.
B. Defeasance of Debt
The Agency issued new debt to defease, or partially defease, existing debt. A summary of the transaction is
as follows:
1993 Tax Allocation Bonds – Original Issue $1,750,000
On August 1, 2006, the Agency’s 1993 Tax Allocation Bonds was defeased by a cash defeasance. The
outstanding balance of the 1993 Tax Allocation Bonds was $955,000 at June 30, 2006. The net present value
of economic gain (difference between the present value of the new and old debt service payments) was
$39,921.
2000 Subordinate Tax Allocation Bonds, Series A – Original Issue $3,935,000
On July 1, 2006, the Agency issued Shafter Community Development Project Area No. 1 2006 Tax
Allocation and Refunding Bonds, Series A in the amount of $9,150,000 to provide refunding of the
Agency’s 2000 Subordinate Tax Allocation Bonds, Series A. The amount of the total outstanding principal
refunded was $3,770,000. The net present value of economic gain (difference between the present value of
the new and old debt service payments) was $239,415.
2000 Tax Allocation Bonds, Series A - Original Issue $2,700,000
On July 1, 2006, the Agency issued Shafter Community Development Project Area No. 2 2006 Tax
Allocation and Refunding Bonds, Series A in the amount of $6,685,000 to provide refunding of the
Agency’s 2000 Tax Allocation Bonds, Series B. The amount of the total outstanding principal refunded was
$2,510,000. The net present value of economic loss (difference between the present value of the new and
old debt service payments) was $139,837.
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5. LONG-TERM DEBT, Continued
C. Issuance Costs
The following is a summary of issuance costs at June 30, 2007:
Balance
July 1, 2006
2006 Project Area No. 1, Series A
2006 Project Area No. 2, Series A
Total

Additions

Balance
June 30, 2007

Deletions

$

-

$

135,000
105,000

$

(4,500)
(3,500)

$

130,500
101,500

$

-

$

240,000

$

(8,000)

$

232,000

Amortization expense for the year ended June 30, 2007 was $8,000.

6. COMPENSATED ABSENCES
The Agency’s liability for vested and unpaid compensated absences that exceed expendable available
financial resources for the governmental activities is reported in the Government-Wide Financial
Statements.
Summary of changes in compensated absences for the year ended June 30, 2007 was as follows:
Amounts

Amounts

Balance

Due Within

Due in More

June 30, 2007

One Year

than One Year

Balance
July 1, 2006
Compensated Absences

$

84,690

Additions
$

Deletions

40,426

$

(29,104)

$

96,012

$

28,884

$

67,128

All compensated absences amount are generally liquidated by the General Fund.

7. POST RETIREMENT HEALTH BENEFITS
Plan Description
Employees of the Miscellaneous bargaining group and other non-represented
employees, who retire from the Agency with ten years or more of contiguous Agency service, are eligible
for a Post Retirement Health Benefit for themselves and spouse or child or children. This benefit is finite in
nature and provides for the cost of benefits for one year only. The benefits of the plan are determined by
the City Council, this cost is computed at the rate of the current health care premiums and the current
dental premiums, in place at the time of retirement.
Funding Policy
The Agency will accrue the necessary funds at the end of each year to provide for the
covered employees that have attained the necessary years of service. The current cost of this program is
$675.76 per vested employee.
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7. POST RETIREMENT HEALTH BENEFITS, Continued
Annual OPEB Cost and Net OPEB Obligation
The Agency’s annual Other Postemployment Benefit
(OPEB) cost (expense) is calculated based on the actual costs of providing that benefit through the Agency’s
current health and dental providers. The following table shows the annual cost for the year, the amount
actually recognized and the changes in the Agency’s obligation.
Contractually
Determined
Annual Required contribution (ARC)
Adjustments to ARC

$

Annual OPEB cost (expense)
Contributions made

1,729
1,729
-

Increase in net OPEB obligation
Net OPEB obligation – beginning of year

1,729
12,164

Net OPEB obligation – end of year

$

13,893

The Agency’s annual OPEB cost, the percentage of annual OPEB cost contributed to the plan, and the net
OPEB obligation for fiscal year 2006 (first year of implementation) was as follows:
Annual
OPEB Cost
(APC)

Fiscal Year
Begining Balance
6/30/06
6/30/07

Percentage of
APC
Contributed

Net OPEB
Obligation
$

$

970
1,729

0%
0%

11,194
12,164
13,893

8. RISK MANAGEMENT AND SELF-INSURANCE
The Agency is self-insured through the City’s participation with other public entities in a joint powers
agreement which established the Central San Joaquin Valley Risk Management Authority (CSJVRMA). The
relationship between the City and CSJVRMA is such that CSJVRMA is not a component unit of the City for
financial reporting purposes. All funds of the City, including the enterprise funds, are included in the above
Risk Management and Self-Insurance program.
The City is covered for the first $1,000,000 of each general liability claim and $250,000 of each worker’s
compensation claim through the CSJVRMA. The City has the right to receive dividends or the obligation to
pay assessments based on an estimated claims liabilities formula which, among other expenses, includes
reported and incurred but not reported (IBNR) claims, charges the City’s account for liability losses under
$25,000 and worker’s compensation losses under $50,000. The CSJVRMA participates in an excess pool
which provides general liability coverage from $1,000,000 to $10,000,000 and worker’s compensation
coverage from $250,000 to statutory limit. The City has had no settlements which exceeded insurance
coverage in the last ten fiscal years, and no changes in insurance coverage from the prior year.
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8. RISK MANAGEMENT AND SELF-INSURANCE, Continued
The CSJVRMA is a consortium of thirty (30) cities in San Joaquin Valley, California. It was established
under the provisions of California Government Code Section 6500, et seq. The CSJVRMA is governed by a
Board of Directors, which meets 3 to 4 times per year, consisting of one member appointed by each member
city. The day-to-day business is handled by a management group employed by CSJVRMA. At the
termination of the joint powers agreement and after all claims have been settled, any excess or deficit will
be divided among the cities in accordance with its governing documents.
The audited financial position and results of operations for the CSJVRMA as of and for the year ended
June 30, 2006, are presented below:
Total assets

$

49,563,898

Total liabilities

$

39,892,507

Total equities

$

9,671,391

Total revenues

$

20,490,628

Total expenses

$

20,110,945

Revenues over (under) expenses

$

379,683

9. DEFICIT NET ASSETS OF GOVERNMENTAL ACTIVITIES
The Agency had the following deficit net assets of governmental activities in the government-wide financial
statements:
Deficit
Unrestricted net assets

$

15,376,818

Total net assets

$

3,599,253

The negative amounts in unrestricted net assets and total net assets were primarily caused by the recording
of long-term debt (liabilities). The deficit will be eliminated in future years from the receipt of tax
increment revenues and the sale of other Agency assets.
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To the Board of Directors
of the Shafter Development Agency
Shafter, California
Page 2
Compliance and Other Matters
As part of obtaining reasonable assurance about whether the Agency’s basic financial statements are
free of material misstatements, we performed tests of its compliance with certain provision of laws,
regulations, contracts and grants, noncompliance with which could have a direct and material effect on
the determination of basic financial statement amounts. Such provisions included those provisions of
laws identified in the Guidelines for Compliance Audits of California Redevelopment Agencies, issued by the
State Controller and as interpreted in the Suggested Auditing Procedures for Accomplishing Compliance
Audits of California Redevelopment Agencies, issued by the Governmental Accounting and Auditing
Committee of the California Society of Certified Public Accountants. However, providing an opinion
on compliance with those provisions was not an objective of our audit and, accordingly, we do not
express such an opinion. The result of our tests disclosed no instances of noncompliance or other
matters that are required to be reported under Government Auditing Standards.
This report is intended for the information of the Agency Board, management, and the California State
Controller’s office. However, this report is a matter of public record and its distribution is not limited.

Oakland, California
November 2, 2007
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