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Report of Independent Auditors 

 
City Council 
City of Cudahy, California 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the governmental activities, each major 
fund, and the aggregate remaining fund information of the City of Cudahy, California (the City) and 
discretely presented component unit, as of and for the year ended June 30, 2015, and the related 
notes to financial statements which collectively comprise the City's basic financial statements, as 
listed in the table of contents. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this 
includes the design, implementation, and maintenance of internal control relevant to the preparation 
and fair presentation of financial statements that are free from material misstatement, whether due to 
fraud or error. 
 
Auditors’ Responsibility 
 
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 from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures 
in the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or 
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s 
preparation and fair presentation of the financial statements in order to design audit procedures that 
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also 
includes evaluating the appropriateness of accounting policies used and the reasonableness of 
significant accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 
for our audit opinions. 

 



 

 
 

Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position of the governmental activities, each major fund, and the aggregate 
remaining fund information of the City and discretely presented component unit  as of June 30, 2015, 
and the respective changes in financial position for the year then ended in accordance with 
accounting principles generally accepted in the United States of America. 
 
Management has not presented the management’s discussion and analysis that the Governmental 
Accounting Standards Board has determined is necessary to supplement, although not required to 
be part of the basic financial statements. 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the budgetary 
comparison information and pension and  other postemployment benefit plans information on pages 
59 through 61 be presented to supplement the basic financial statements. Such information, 
although not a part of the basic financial statements, is required by the Governmental Accounting 
Standards Board, who considers it to be an essential part of financial reporting for placing the basic 
financial statements in an appropriate operational, economic, or historical context. We have applied 
certain limited procedures to the required supplementary information in accordance with auditing 
standards generally accepted in the United States of America, which consisted of inquiries of 
management about the methods of preparing the information and comparing the information for 
consistency with management’s responses to our inquiries, the basic financial statements, and other 
knowledge we obtained during our audit of the basic financial statements. We do not express an 
opinion or provide any assurance on the information because the limited procedures do not provide 
us with sufficient evidence to express an opinion or provide any assurance. 
 
Other Information 
 
Our audit was conducted for the purpose of forming opinions on the financial statements that 
collectively comprise the City’s basic financial statements. The combining and individual nonmajor 
fund financial statements are presented for purposes of additional analysis and are not a required 
part of the basic financial statements.  
 
The combining and individual nonmajor fund financial statements are the responsibility of 
management and were derived from and relate directly to the underlying accounting and other 
records used to prepare the basic financial statements. Such information has been subjected to the 
auditing procedures applied in the audit of the basic financial statements and certain additional 
procedures, including comparing and reconciling such information directly to the underlying 
accounting and other records used to prepare the basic financial statements or to the basic financial 
statements themselves, and other additional procedures in accordance with auditing standards 
generally accepted in the United States of America. In our opinion, the combining and individual 
nonmajor fund financial statements are fairly stated in all material respects in relation to the basic 
financial statements as a whole. 



 

Implementation of New Accounting Standards 
 
As discussed in Note 1, City has implemented Governmental Accounting Standards Board (GASB) 
Statement No. 68, Accounting and Financial Reporting for Pensions and Statement No. 71, Pension 
Transition for Contributions Made Subsequent to the Measurement Date – An Amendment of GASB 
Statement No. 68, effective for the fiscal year ended June 30, 2015. As a result of this required 
implementation, the City’s beginning net position was restated to retroactively report the net pension 
liability as of the beginning of the fiscal year. Our opinion is not modified with respect to this matter. 
 
Other Reporting Required by Government Auditing Standards 
 

In accordance with Government Auditing Standards, we have also issued our report dated March 31, 
2016, on our consideration of the City’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 
internal control over financial reporting or on compliance. That report is an integral part of an audit 
performed in accordance with Government Auditing Standards in considering the City’s internal 
control over financial reporting and compliance. 

 

 
Los Angeles, California  
March 31, 2016 
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Primary Component 
Government  Unit

Economic
Governmental Development 

Activities Corporation

Cash and cash equivalents $ 8,084,280        $ 609,716             
Receivables

Notes 2,972,213        308,219             
Other receivables 525,063           -                     

Prepaid expense 48,383             -                     
Due from Successor Agency Private Purpose Trust Fund

(net of allowance for doubtful accounts of $241,332) 619,157           -                     
Capital assets, net 17,910,321      13,700,178        
Land held for development -                   2,136,097          

Total assets 30,159,417      16,754,210        

Pension contributions 146,958           -                     
Change in employer's proportions 15,547             -                     

Total deferred outflows of resources 162,505           -                     

Accounts payable and other current liabilities 1,679,486        16,126               
Due to other governments 511,561           -                     
Payable to Successor Agency -                   16,738,084        
Unearned revenue 80,315             -                     
Noncurrent liabilities:
     Due within one year 209,368           -                     
     Due in more than one year 549,705           -                     

   Net pension liability 2,087,567        -                     

          Total liabilities 5,118,002        16,754,210        

Net difference between projected and actual earnings on
pension plan investments 569,257           -                     

Differences in actual and proportionate share in aggregate 
employer contributions 69,133             -                     

Total deferred inflows of resources 638,390           -                     

Net investment in capital assets 17,910,321      -                     
Restricted  3,571,763        -                     
Unrestricted 3,083,446        -                     

          Total net position $ 24,565,530      $ -                     

ASSETS

LIABILITIES

NET POSITION

DEFERRED OUTFLOWS OF RESOURCES

DEFERRED INFLOWS OF RESOURCES
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Operating Capital
Charges for Grants and Grants and Governmental Component 

Functions/Programs Expenses Services Contributions Contributions Activities Unit
Primary government

Governmental activities:
General government $ 3,830,888   $ 407,790       $ -              $ -              $ (3,423,098)       
Public safety 3,708,469   142,543       106,230      -              (3,459,696)       
Community services 1,876,004   197,871       353,728      -              (1,324,405)       
Public services 78,735        97,781         1,080,831   643,180      1,743,057         
Community development 1,242,923   529,403       454,288      1,792,778   1,533,546         

Total primary government $ 10,737,019 $ 1,375,388    $ 1,995,077   $ 2,435,958   (4,930,596)       

Component unit
G  Cudahy Economic Development 

Corporation 1,441,882   226,427       -              -              $ (1,215,455)
Total component unit $ 1,441,882   $ 226,427       $ -              $ -              (1,215,455)

General revenues:
Property taxes 482,754            -                        
Sales and use taxes 1,306,630         -                        
Franchise and transfer taxes 308,789            -                        
Transient occupancy tax 54,031              -                        
Motor vehicle In lieu tax 2,349,738         -                        
Utility users tax 1,347,886         -                        
Investment income 15,615              503                       
Other revenue 655,729            -                        

        Total general revenues 6,521,172         503                       

1,590,576         (1,214,952)

Extraordinary item (Note 14) -                   (16,738,084)
1,590,576         (17,953,036)          

Net position, beginning of year, as restated 22,974,954       17,953,036           
Net Position, end of year $ 24,565,530       $ -                            

Program Revenues Changes in Net Position
Net (Expenses) Revenues and 

               Change in net position before extraordinary item

Net change in net position
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General Fund - accounts for all general revenues of the City not specifically levied or collected for     
other City funds and for expenditures related to the rendering of general services by the City. 
 
CDBG Special Revenue Fund - accounts for expenses of the Community Development Block 
Grant received through the County of Los Angeles.  
 
State Gas Tax Special Revenue Fund - accounts for gas tax revenue received from the State of 
California to cover costs of street maintenance and improvements. 

 
County Park Bond Special Revenue Fund - accounts for projects and grants funded by the 
County Park Bond Act. 
 
Housing Authority Special Revenue Fund - accounts for assets used for low and moderate 
income housing activities in accordance with the applicable housing-related regulations.  



City of Cudahy 
Governmental Funds 

Balance Sheet 
June 30, 2015 

 

See notes to financial statements. 
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Other

State County Park Housing Governmental
General CDBG Gas Tax Bond Authority Funds Totals

Cash and investments $ 4,162,600 $ -          $ 1,131,489 $ 20,766         $ 29,619 $ 2,739,806        $ 8,084,280   
Receivables:
       Accounts 368,881 143,506 -            -               -            7,921               520,308      

Notes 61,232 284,330 -            -               2,399,420 227,231           2,972,213   
       Interest 2,558 -          723 -               -            1,474               4,755          
Prepaid expense 40,839 -          -            -               -            7,543               48,382        
Due from other funds 120,189 -          -            -               -            -                  120,189      
Due from Successor Agency Private-Purpose Trust Fund 619,157 -          -            -               -            -                  619,157      

Total assets 5,375,456     427,836  1,132,212 20,766         2,429,039 2,983,975        12,369,284 

-                -          -            -               -            -                  -              

$ 5,375,456     $ 427,836  $ 1,132,212 $ 20,766         $ 2,429,039 $ 2,983,975        $ 12,369,284 

Accounts payable $ 1,259,264 $ 14,864    $ 34,574 $ 35,680 $ -            $ 314,783           $ 1,659,165   
Deposits payable 20,320 -          -            -               -            -                  20,320        
Due to other governments -                284,330  -            -               -            227,231           511,561      
Due to other funds -                120,189  -            -               -            -                  120,189      
Unearned revenue 80,315 -          -            -               -            -                  80,315        

Total liabilities 1,359,899     419,383  34,574      35,680         -            542,014           2,391,550   

-                -          -            -               2,399,420 -                  2,399,420   

61,232          -          -            -               -            -                  61,232        
Prepaid expense 40,839          -          -            -               -            7,543               48,382        
Due from Successor Agency Private-Purpose Trust Fund 619,157        -          -            -               -            -                  619,157      

-                8,453      1,097,638 -               29,619      2,436,053        3,571,763   
3,294,329     -              -            (14,914)        -                (1,635)             3,277,780   

Total fund balances 4,015,557     8,453      1,097,638 (14,914)        29,619      2,441,961        7,578,314   
Total liabilities, deferred inflows of 

$ 5,375,456     $ 427,836  $ 1,132,212 $ 20,766         $ 2,429,039 $ 2,983,975        $ 12,369,284 

DEFERRED INFLOWS OF RESOURCES

FUND BALANCES

 resources and fund balances

Unavailable revenue

   of resources

LIABILITIES

Special revenue funds
Unassigned

Nonspendable

Restricted

            Total assets and deferred outflows

Notes receivable

DEFERRED OUTFLOWS OF RESOURCES

ASSETS 

Special Revenue
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Fund balance of governmental funds $ 7,578,314   

Amounts reported for governmental activities in the Statement of Net Position
   are different because:

Capital assets, net of depreciation, of governmental activities are not financial 
   resources and are not reported in the governmental funds. 17,910,321 

Deferred outflows of resources related to subsequent pension contribution
   are recognized as expenditures in the governmental funds. 146,958      

Deferred outflows of resources related to pensions are not considered
   financial resources and are not reported in the governmental funds 15,547        

Unavailable revenues are not available to pay for current period expenditures
   and therefore are deferred in the funds and recognized as revenue in the 
   Statement of Activities. 2,399,420   

Long-term liabilities are not due and payable in the current period and are not
   reported in the governmental funds.

Insurance liability (209,368)        
Compensated absences (114,688)
OPEB obligation (435,017)
Net pension liability (2,087,567) (2,846,640) 

Deferred inflows of resources related to pensions are not available to pay for
   current period expenses and are not reported in the governmental funds (638,390)

Net position of governmental activities $ 24,565,530 
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Other
State County Housing Governmental

Revenues General CDBG Gas Tax Park Bond Authority Funds Totals
Taxes $ 3,500,247 $ -         $ -            $ -              $ -          $ 97,781              $ 3,598,028   
Licenses and permits 713,824 -         -            -              -          -                    713,824      
Intergovernmental 2,349,738 416,658 656,154 1,792,778 -          1,565,445         6,780,773   
Charges for services 125,205 -         -            -              -          30,467              155,672      
Fines, forfeitures and penalties 142,543 -         -            -              -          -                    142,543      
Investment income (loss) 8,154 -         2,461 -              -          5,000                15,615        
Other revenue 841,559 -         -            -              32,119 -                        873,678      

7,681,270    416,658 658,615    1,792,778   32,119    1,698,693         12,280,133 

Expenditures
Current:

General government 2,682,880 -         -            -              -          -                    2,682,880   
Public safety 3,591,030 -         -            -              -          117,439            3,708,469   
Community services 465,968 -         621,548 -              -          730,049            1,817,565   
Community development 800,722 249,153 -            146,565 2,500 39,317              1,238,257   

Capital outlay 41,192         147,307 -            1,773,621 -          169,430            2,131,550   
7,581,792    396,460 621,548    1,920,186   2,500      1,056,235         11,578,721 

99,478         20,198   37,067      (127,408)     29,619    642,458            701,412      

Other financing sources (uses)
Transfers in -              -         -            159,243 -          -                        159,243      
Transfers out (159,243) -         -            -              -          -                        (159,243)     

(159,243)     -         -            159,243      -          -                        -              
-            -              

(59,765)       20,198   37,067      31,835        29,619    642,458            701,412      

Fund balance, beginning of year, as restated 4,075,322    (11,745) 1,060,571 (46,749) -          1,799,503         6,876,902   
Fund balance (deficit), end of year $ 4,015,557    $ 8,453     $ 1,097,638 $ (14,914)       $ 29,619    $ 2,441,961         $ 7,578,314   

Total revenues

Total expenditures

 Special Revenue 

Excess (deficiency) of revenues
over expenditures

Net other financing sources (uses)

Change in fund balance
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Change in fund balances - governmental funds $ 701,412        

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

Governmental funds report capital outlay as an expenditure. However, in the Statement 

Capital outlay $ 1,828,490  
Depreciation (656,128) 1,172,362     

Revenues that are measurable but not available are recorded as deferred or unavailable
revenue under the modified accrual basis of accounting. 47,462          

Governmental funds report activity of long-term liabilities as revenues and expenditures,
but they are included as increases and reductions on the long-term liabilities in the 
Statement of Net Position.

OPEB oligation (96,162)        
Insurance liability (197,609)      

In the Statement of Activities, compensated absences are measured by the amounts 

amounts paid).  This represents the change in compensated absences during the year.  (29,221)        

Pension contribution made after the measurement date was recorde as an expenditure in 
  the governmental funds but deferred in the government-wide financial statements. 146,958        

Pension expenses reported in the Statement of Activities do not require the use of current
financial resources and therefore are not reported in the governmental funds. (154,626)      

Change in net position of governmental activities $ 1,590,576     

of Activities, the cost of these assets is allocated over the useful lives as depreciation
expense.

earned during the fiscal year.  In governmental funds, however, expenditures for these
items are measured by the amount of financial resources used (essentially the 
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Agency Funds - accounts for the assets held by the City as an agent for individuals, private 
organizations or other government units and/or other funds. The City’s agency fund is the Cudahy 
Youth Foundation.  
  
Successor Agency Private-Purpose Trust Fund - this is a fiduciary fund type used by the City to 
report trust arrangements under which principal and income benefit other governments.  This fund 
reports the assets, liabilities and activities of the Successor Agency to the dissolved Cudahy 
Community Development Commission.  Unlike the limited reporting typically utilized for Agency 
Fund, the Private-Purpose Trust Fund reports a Statement of Fiduciary Net Position and a 
Statement of Changes in Fiduciary Net Position.   
. 
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Successor Agency
to the Dissolved 

Cudahy Community
Development 
Commission

Agency Private-Purpose
Funds Trust Fund

ASSETS
Cash and cash equivalents $ 29,229        $ 2,303,983            

-              3,911,503            
Accounts receivable 25               -                       
Receivable from CEDC -              16,738,084          

Total assets 29,254        22,953,570          

 Unamortized loss on defeasance of debt -              31,262                 

Accounts payable 29,254        279,773               
Accrued interest payable -              330,566               

 Due to the City of Cudahy -              860,489               
 Noncurrent liabilities

Due within one year -              1,170,000            
       Due in more than one year -              20,804,674          

Total liabilities $ 29,254        23,445,502          

-                       

FIDUCIARY NET POSITION
Unrestricted net position $ (460,670)              

Restricted cash, cash equivalents 
and investments

DEFERRED OUTFLOWS OF RESOURCES

LIABILITIES

DEFERRED INFLOWS OF RESOURCES
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Successor Agency
to the Dissolved 

Cudahy Community
Development 
Commission

Private-Purpose
Trust Fund

Revenues
Contributions:
 Redevelopment Agency Property Tax Trust Fund $ 2,775,603               

Interest and investment revenue:
Use of money and property 59,379                    

          Total revenues 2,834,982               

Expenses
Obligation retirements:
   Interest on bonds payable 1,456,815               

Administrative expenses:
   Administrative expenses 456,818                  

          Total expenses 1,913,633               

921,349                  

Extraordinary item (Note 14) 16,738,084             
Net change in net position 17,659,433             

Net position held in trust - beginning (18,120,103)            
Net position held in trust - ending $ (460,670)                 

Change in net position before extraordinary item
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Balance Balance

July 1, 2014 Additions Deletions June 30, 2015

Assets
Cash and cash equivalents $ 36,860        $ 26,270     $ 33,901         $ 29,229        
Accounts receivable 357             25            357              25               

Total assets 37,217        26,295     34,258         29,254        

Liabilities
Accounts payable 37,217        26,295     34,258         29,254        

Total liabilities $ 37,217        $ 26,295     $ 34,258         $ 29,254        
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NOTE 1 REPORTING ENTITY 
 

The City is a municipal corporation governed by an elected five-member council. As 
required by generally accepted accounting principles, these financial statements 
present the government and its component unit, which is a separate legal entity for 
which the city is considered to be financially accountable.  
 
Component Unit 
The City has a component unit which is the Cudahy Economic Development 
Corporation (CEDC).  The CEDC has been presented as a discretely presented 
component unit in the accompanying financial statements because there is no 
financial burden or benefit relationship between CEDC and the City nor does the City 
have operational responsibilities over CEDC. 
 
The inclusion of the CEDC as a component unit in the City’s Financial Statements is 
not a City or CEDC’s admission that CEDC meets the criteria listed in the provisions 
of the California Health and Safety Code Section 34167.10.   The City and CEDC do 
not believe that the CEDC meets the criteria listed in the provisions either in 2011, 
prior to the enactment of ABX126, or in 2012 following the adoption of AB 1484.  
 

NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  
 
The City's financial statements have been prepared in conformity with accounting 
principles generally accepted in the United States of America 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 City's more significant accounting policies are 
described below. 
  
 
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.  Grants and similar items are recognized as revenue as 
soon as all eligibility requirements imposed by the providers have been met. 
 
Government-wide and fund financial statements 
 
The statement of net position and statement of activities (i.e., the government-wide 
financial statements) display information on all of the non-fiduciary activities of the 
primary government (the City) and its discretely presented component unit.  
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NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 
The statement of activities presents a comparison between direct expenses and  
program revenues for each function of the City's governmental activities. Direct 
expenses are those that are specifically associated with a program or function and 
are clearly identifiable to a particular function. Program revenues include 1) charges 
paid by the recipients of goods or services offered by the programs and 2) grants and 
contributions that are restricted to meeting the operational or capital requirements of 
a particular program. Revenues that are not classified as program revenues, 
including all taxes, are presented as general revenues. 
 
As a general rule, the effect of interfund activity has been eliminated from the 
government-wide financial statements. Direct expenses have not been eliminated 
from the functional categories; indirect expenses and internal payments have been 
eliminated. 
 
Amounts reported as program revenues include 1) charges to customers or 
applicants for goods, services, or privileges provided, 2) operating grants and 
contributions, and 3) capital grants and contributions. Internally dedicated resources 
are reported as general revenues rather than as program revenues.  Likewise, 
general revenues include all taxes. 
 
When both restricted and unrestricted resources are available for use, the City's 
policy is to use restricted resources first, then the unrestricted resources as they are 
needed.  
 
Governmental fund financial statements 
 
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 collected within the current 
period or soon enough thereafter to pay liabilities of the current period.  For this 
purpose, the City considers revenues to be available if they are collected within 60 
days of the end of the current fiscal period, except for certain grants which are 
considered available if collected within 7 months after year-end.  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. 
  
The City reports the following major governmental funds: 
 

General Fund: This fund is used to account for all financial resources of the City, 
except for those required to be accounted for in another fund. 
 
CDBG Special Revenue Fund: This Fund accounts for revenues and expenditures 
of the Community Development Block Grant funded by the City of Los Angeles. 
 
State Gas Tax Special Revenue Fund: This fund accounts for gas tax revenue 
received from the State of California to cover costs of street maintenance and 
improvements. 
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NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
County Park Bond Special Revenue Fund: This Fund accounts for projects and 
grants funded by the County Bond Act.  
 
Housing Authority Special Revenue Fund: This fund accounts for assets used for 
low and moderate income housing activities in accordance with the applicable 
housing-related regulations.  
 

Additionally, the City reports the following fund types:  
 
Other Governmental Funds 
 
Special revenue funds account for proceeds of specific revenue sources that are 
legally restricted or otherwise designated for specific purposes. 
 
Fiduciary Funds 
 
Agency Funds  
These funds are used to account for the assets held by the City as an agent for 
individuals, private organizations or other government units and/or other funds. 
 
Successor Agency Private-Purpose Trust Fund 
Private-Purpose trust fund is a fiduciary fund type used by the City to report trust 
arrangements under which principal and income benefit other governments.  This 
fund is used to report the assets, liabilities and activities of the Successor Agency 
to the Dissolved Cudahy Community Development Commission. Unlike the 
limited reporting typically utilized for Agency Fund, Private-Purpose Trust Fund 
reports a Statement of Fiduciary Net Position and a Statement of Changes in 
Fiduciary Net Position.  
 

Budgetary Control and Accounting 
 
The accounting and financial reporting treatment applied to a fund is determined by 
its measurement focus. All governmental funds are accounted for using a current 
financial resources measurement focus. With this measurement focus, only current 
assets and current liabilities generally are included on the balance sheet. Operating 
statements of these funds present increases (i.e., revenues and other financing 
sources) and decreases (i.e., expenditures and other financing uses) as changes in 
net position. 
 
All governmental fund types and agency funds use the modified accrual basis of 
accounting. Under the modified accrual basis of accounting, revenues are 
recognized when susceptible to accrual (i.e., when they become both measurable 
and available). "Measurable" means the amount of the transaction can be 
determined and "available• means collectible within the current period or soon 
enough thereafter to be used to pay liabilities of the current period. The City 
considers property taxes and sales taxes to be available if they are collected within 
60 days after year-end. Expenditures are recorded when the related fund liability is 
incurred, except for unmatured principal and interest on general long-term debt which 
is recognized when due. 
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NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
Revenues considered susceptible to accrual are property taxes, sales taxes, utility 
taxes, admission tax, interest revenue and grant revenues. All other revenues are not 
considered susceptible to accrual by the City. 
 
The City at times reports unavailable revenue in its financial statements. Unavailable 
revenues arise when potential revenue does not meet the “available" criterion for 
recognition in the current period. Unavailable revenues also arise when the City 
receives resources before it has a legal claim to them, as when grant monies are 
received prior to the incurrence of qualifying expenditures. 
 
In subsequent periods, when both revenue recognition criteria are met, or when the 
City has a legal claim to the resources, the unavailable revenue is removed from the 
balance sheet and revenue is recognized. 
 
Budgets are adopted on a basis consistent with GAAP. The City Council approves 
the budget submitted each year by the City Manager prior to the beginning of the 
new fiscal year. Supplemental appropriations are approved by the Council and City 
Manager when required during the period. The City Manager may amend the budget 
administratively so long as the amendment does not increase the total appropriation 
for each fund. All other budget amendments are approved by the City Council. 
Expenditures may not exceed appropriations at the fund level, which is the legal level 
of control. Annual appropriated budgets are adopted for the general and special 
revenue funds. 
 
For fiscal year 2014-2015, the following funds had no legally adopted budget: 
 

Major funds:
Housing Authority

Nonmajor funds:
Recycling Conservation Grants
TDA - Transportation Development
Cal Home Grant
Other Grants
Federal STPL  

 
This is not in conformance with the City’s budgetary policy. 
 
 
Assets, Liabilities, Deferred Outflows and Inflows of Resources, and Net 
Position or Equity 
 
Cash and Investments  
Cash equivalents are defined as short-term, highly liquid investments that are both 
readily convertible to known amounts of cash or so near their maturity that they 
present insignificant risk of changes in value because of changes in interest rates.  
Cash equivalents have an original maturity date of three months or less from the date 
of purchase. 
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NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
Investments are recorded at fair value. The estimated fair value of all investments is 
the quoted market price. Interest income earned on pooled cash and investments is 
allocated to the various funds based on their monthly average cash balances. 
 
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, and any gains or losses realized upon the liquidation, maturity, 
or sale of investments. 
 
The City pools cash and investments of all funds.  Each fund’s share in this pool is 
displayed in the accompanying financial statements as cash and investments.  
 
The City pools cash from all funds in order to increase income earned through its 
investment program.  Investment income from pooled investments is allocated to 
those funds which are required by law or administrative action to receive interest.  
Investment income is allocated on a quarterly basis based on the weighted average 
cash balance in each fund. 
 
Property Taxes 
Assessed values are levied on an annual basis by the Los Angeles County Assessor 
as of July 1. Taxes become a lien on real property on January 1 and are payable in 
two installments on November 1 and February 1. They become delinquent if not paid 
by December 10 and April 10, respectively. 

 
Receivables and Payables  
Property, sales, use, and utility user taxes related to the current fiscal year are 
accrued as revenue and accounts receivable and considered available if received 
within 60 days of year-end. Federal and State grants are considered receivable and 
accrued as revenue when reimbursable costs are incurred under the accrual basis of 
accounting. The amount recognized as revenue under the modified accrual basis of 
accounting is limited to the amount that is deemed measurable and available.  
 
Prepaid Items 
Certain payments to vendors reflect costs applicable to future periods and are 
recorded under prepaid items in both government-wide and fund financial 
statements. These costs will be recognized in the period when services are received 
or when the City receives title to the property. 
 
lnterfund Transactions 
lnterfund transactions are reflected as loans, services provided reimbursements, or 
transfers. Loans are reported as receivables and payables as appropriate, are 
subject to elimination upon consolidation and are referred to as either "due to/from 
other funds" (i.e., the current portion of lnterfund loans) or "advances to/from other 
funds" (i.e., the noncurrent portion of lnterfund loans). Any residual balance 
outstanding in the governmental activities is reported in the government-wide 
financial statements as "internal balance". Advances between funds, as reported in 
the fund financial statements, are offset by a fund balance reserve account in 
applicable governmental funds to indicate that they are not available for appropriation 
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NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
and are not available financial resources. There were no internal balances reported 
at June 30, 2015. 
 
Services provided, deemed to be at market or near market rates, are treated as 
revenues and expenditures/expenses. Reimbursements are when one fund incurs a 
cost, charges the appropriate benefiting fund and reduces its related cost as a 
reimbursement. All other lnterfund transactions are treated as transfers. 
 
Restricted Assets 
Certain proceeds of debt issues, as well as certain resources set aside for their 
repayment, are classified as restricted assets on the balance sheet because their 
use is limited by applicable bond covenants. 
 
Capital Assets  
Capital assets, which include lands, buildings, improvements, equipment and 
infrastructure assets (e.g., roads, bridges, sidewalks, and similar items) are reported 
in the governmental activities column In the government-wide financial statements. 
Capital assets are recorded at the lower of actual historical cost or fair value (as of 
the date donated for contributed assets). 
 
The City has analyzed its capital assets for potential impairment. The City does not 
believe that any capital assets are impaired at June 30, 2015. 
 
The costs of normal maintenance and repairs that do not add to the value of the 
assets or materially extend asset lives are not capitalized. 
 
 
Capital assets are depreciated using the straight-line method over the following 
estimated useful lives: 
 
Building and improvements    50 years 
Parks and park improvements    40 years 
Infrastructure      10 to 40 years 
Vehicles, furniture and equipment   3 to 5 years 
 
It is the City's policy to capitalize all land, building, improvements, equipment and 
infrastructure assets, except assets costing less than $5,000, and to capitalize 
infrastructure assets costing $50,000 or more. In the government-wide financial 
statements, costs of assets sold or retired (and related amounts of accumulated 
depreciation) are eliminated from the accounts in the year of sale or retirement and 
the resulting gain or loss is included in the statement of activities. In governmental 
funds, the sale of general capital assets is included in the statement of revenues, 
expenditures and changes in fund balances as proceeds from sale. 
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NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
Deferred Outflows and Inflows of Resources  
Pursuant to GASB Statements No. 63, Financial Reporting of Deferred Outflows of 
Resources, Deferred Inflows of Resources, and Net Position, and No. 65, Items 
Previously Reported as Assets and Liabilities, the City recognizes deferred outflows 
and inflows of resources. A deferred outflow of resources is defined as a 
consumption of net position by the government that is applicable to a future reporting 
period. A deferred inflow of resources is defined as an acquisition of net position by 
the government that is applicable to a future reporting period. 
 
Revenues earned, but not yet received, may not be available in a timely manner to 
pay current expenditures or obligations.  Such receivables, not meeting the 
availability criteria necessary for accrual under modified accrual basis accounting 
principles, are reported as unavailable revenues for that period in the fund financial 
statements.  In the government-wide financial statements, however, availability 
criteria are not considered.  Instead, revenues become, and remain receivable from 
the point in time when revenue is earned through performance or similar recognition 
standards, until received. Refer to Notes 11 and 13 for the list of deferred outflows 
and deferred inflows of resources the City has recognized as of June 30, 2015. 
 
Compensated Absences 
City employees receive up to 240 hours per year, depending upon their length of 
service. In the fund financial statements, the City accounts for compensate absences 
(unpaid vacation and sick leave) as expenditures in the year paid, as it is the City's 
policy to liquidate any unpaid vacation or compensatory pay from future resources, 
rather than from currently available expendable resources. 
 
All unpaid vacation and sick pay is accrued when earned in the government-wide 
and fiduciary fund financial statements. 
 
Unearned Revenues 
Unearned revenues in governmental funds arise when potential revenue does not 
meet both the "measurable and "available" criteria for recognition in the current 
period. Unearned revenues also arise when the City receives resources before it has 
a legal claim to them (e.g., when grant monies are received prior to the incurrence of 
qualifying expenditures). 
 
Long-term Obligations 
In the government-wide and fiduciary fund financial statements, long-term debt and 
other long-term obligations are reported as liabilities. Bond premiums and discounts 
are deferred and amortized over the life of the bonds. Bonds payable are reported 
net of the applicable bond premium or discount. Bond issuance costs are expensed 
when incurred. 
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NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 

Use of Estimates 
The preparation of financial statements in conformity with accounting principles 
generally accepted in the United States of America requires management to make 
estimates and assumptions that affect the reported amounts of assets and liabilities 
and disclosure of contingent assets and liabilities at the date of the financial 
statements and the reported amounts of revenues and expenditures during the 
reporting period. Actual results could differ from those estimates. 
 
Fund Balance Reporting 
 
Governmental Accounting Standards Board (GASB) Statement No. 54, Fund 
Balance Reporting and Governmental Fund Type Definitions, 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 City’s nonspendable fund balances represent prepaid 
expenses, long-term receivables, and land held for resale. 
 
Restricted fund balance includes resources that are subject to externally enforceable 
legal restrictions. It includes amounts that can be spent only for the specific purposes 
stipulated by constitution, external resource providers, or through enabling 
legislation.  
 
The City’s restricted fund balance of $3,571,763 represents resources restricted for 
special projects, and programs funded by local, state and federal grants.  
 
Committed fund balance includes amounts that can be used only for the specific 
purposes determined by a formal action or resolution of the City’s highest level of 
decision-making authority (City Council). Committed amounts cannot be used for any 
other purpose unless the City Council removes or changes the specific use through 
the same type of formal action or resolution taken to establish the commitment. The 
City has no committed fund balances. 

Assigned fund balance consists of funds that are set aside for specific purposes by 
the City’s highest level of decision making authority or a body or official that has been 
given the authority to assign funds. The City Council delegates the authority to 
assign fund balance to the City Manager for purposes of reporting in the annual 
financial statements. The City has no assigned fund balances. 

Unassigned fund balance is the residual classification for the City’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. 
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NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 

The government-wide financial statements utilize a net position presentation. Net 
position is categorized as net investment in capital assets, restricted, and 
unrestricted. 
 

• Net investment in capital assets - This category groups all capital assets, 
including infrastructure, into one component of net position. Accumulated 
depreciation and the outstanding balances of debt that are attributable to the 
acquisition, construction or improvement of these assets reduce the balance 
of this category. 
 

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

 
• Unrestricted net position - This category represents the City's net positions, 

which are not restricted for any project or other purpose. 
 

Implementation of New Accounting Pronouncements 
During the fiscal year ended June 30, 2015, the District adopted the following new 
Statements of the Governmental Accounting Standards Board (GASB):  
 
• GASB Statement No. 68, Accounting and Financial Reporting for Pensions – an 

amendment of GASB Statements No. 27 and 50.  This statement establishes 
standards for measuring and recognizing liabilities, deferred outflows of 
resources, deferred inflows of resources, and expense/expenditures of pensions 
that are provided by local governmental employers through pension plans that 
are administered through trusts that meet certain conditions. For defined benefit 
pensions, this statement identifies the methods and assumptions that should be 
used to project benefit payments, discount projected benefit payments to their 
actuarial present value, and attribute that present value to periods of employee 
service.   

 
• GASB Statement No. 71, Pension Transition for Contributions made subsequent 

to the Measurement Date - an amendment of GASB Statement No. 68.  This 
statement amends paragraph 137 of Statement 68 to require that, at transition, a 
government recognize a beginning deferred outflow of resources for its pension 
contributions, if any, made subsequent to the measurement date of the beginning 
net pension liability. 

 
Pensions 
For purposes of measuring the net pension liability and deferred outflows/inflows of 
resources related to pensions, and pension expense, information about the 
fiduciary net position of the City ‘s California Public Employees’ Retirement System 
(CalPERS) plans and additions to/deductions from the Plans’ fiduciary net position 
have been determined on the same basis as they are reported by CalPERS. For 
this purpose, benefit payments (including refunds of employee contributions) are 
recognized when due and payable in accordance with the benefit terms. 
Investments are reported at fair value. 
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NOTE 3 STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY 
  

Fund balances at June 30, 2015 consisted of the following: 
 

Major funds:
Nonspendable $ 721,228          
Restricted for special purposes 1,135,710       
Unassigned 3,279,415       

 Total major 5,136,353       
Nonmajor funds:

Nonspendable 7,543              
Restricted for special purposes 2,436,053       
Unassigned (1,635)             

Total nonmajor 2,441,961       
Total $ 7,578,314       

 
 Deficit Fund Balances 

 
The following funds have deficit fund balances at June 30, 2014. Management expects 
to eliminate the deficits with subsequent revenue in the funds or transfers from the 
General Fund: 
 

Major funds:
County Park Bond $ 14,914            

Nonmajor funds:
Other Grants 1,635              

 
 

Expenditures in Excess of Appropriations 
 
Expenditures for the year ended June 30, 2015 exceeded the appropriations by the 
following amounts in the following funds: 

 
Major funds:
     Housing Authority $ 2,500

Nonmajor funds:
     Proposition A 869
     COPS 6,030
     TDA - Transportation Development 21,297
     Street Lighting 3,398
     Cal HOME 1,911
     Other Grants 1,635
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NOTE 4 CASH AND INVESTMENTS  
 

Cash and Investments as of June 30, 2015 are classified in the financial statements 
as follows:  
 

Governmental Activities:
Cash and investments - unrestricted $ 8,084,280 

Fiduciary Activities:
Statement of Fiduciary Net Position:

Cash and cash equivalents - unrestricted 2,333,212 
Cash and Investments with fiscal agent 3,911,503 

Total cash and investments $ 14,328,995

Cash and investments consist of the following:
Petty cash $ 10,820      
Deposits with financial institutions 3,111,489
Investments 11,206,686
Total $ 14,328,995

Statement of Net Position:

 
Investments Authorized by the California Government Code and the City’s Investment 
Policy 
The following table identifies the investment types that are authorized for the City by 
the California Government Code and the City's investment policy. The table also 
identifies certain provisions of the California Government Code (or the City's 
investment policy, if more restrictive) that address interest rate risk, credit risk, and 
concentration of credit risk. This table does not address investments of debt 
proceeds held by bond trustee that are governed by the provisions of debt 
agreements of the City, rather than the general provisions of the California 
Government Code or the City's investment policy. 

Maximum Maximum
Authorized by Maximum Percentage Investment 

Authorized Investment Type Investment Policy Maturity* of Portfolio* In One Issuer

Local Agency Bonds No N/A N/A N/A
U.S. Treasury Obligations Yes 5 years None None
U.S. Agency Securities Yes 5 years None None
Banker’s Acceptances Yes 180 days 30% 30%
Commercial Paper No 270 days 25% 10%
Certificates of Deposit Yes 5 years 30% None
Repurchase Agreements Yes 1 year N/A N/A
Reverse Repurchase Agreements No N/A N/A N/A
Medium-Term Notes No N/A N/A N/A
Mutual Funds No N/A N/A N/A
Money Market Mutual Funds Yes N/A 20% 10%
Mortgage Pass-Through Securities No N/A N/A N/A
County Pooled Investment Funds No N/A N/A N/A
Local Agency Investment Fund Yes N/A None $40 million 
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NOTE 4 CASH AND INVESTMENTS (CONTINUED) 
 

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

Maximum Maximum
Maximum Percentage Investment 

Authorized Investment Type Maturity of Portfolio In One Issuer

Local Agency Bonds None None None
U.S. Treasury Obligations None None None
U.S. Agency Securities None None None
Banker’s Acceptances 1 year None None
Commercial Paper 270 days None None
Negotiable Certificates of Deposit None None None
Repurchase Agreements 30 days None None
Money Market Mutual Funds N/A None None
Local Agency Investment Fund N/A None None
Investment Agreements N/A None None  
 
Disclosures Relating to Interest Rate Risk  
Interest rate risk is the risk that changes in market interest rates will adversely affect 
the fair value of an investment. Generally, the longer the maturity of an investment, the 
greater is the sensitivity of its fair value to changes in market interest rates.  One of the 
ways that the City may manage its exposure to interest rates risk is by purchasing a 
combination of shorter-term and longer-term investments and by timing cash flows 
from maturities so that a portion of the portfolio is maturing or coming close to maturity  
over time as necessary to provide the cash flow and liquidity needed for operations.  
 
Information about the sensitivity of the fair values of the City’s investments to market 
interest rate fluctuations is provided by the following table that shows the distribution of 
the City’s investments by maturity:  

12 Months 13 to 24 25 to 60 More than
Total or Less Months Months 60 Months

Investment Type
Local Agency Investment Fund $ 7,170,943 $ 7,170,943 $ -           $ -            $ -
Held by Bond Trustee:
   Money Market Funds 2,733,003 2,733,003 -           -            -
   Life Insurance Investment Agreement 1,178,500 -             -           -            1,178,500
Total $ 11,082,446 $ 9,903,946 $ -           $ -            $ 1,178,500

Remaining Maturity in Months
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NOTE 4 CASH AND INVESTMENTS (CONTINUED) 
 

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

Minimum
Total as of Legal 

Investment Type June 30, 2015 Rating AAA Not Rated
LAIF $ 7,170,943 N/A $ -           $ 7,170,943
Held By Bond Trustee:
   Money Market Mutual Funds 2,733,003 N/A 2,733,003 -            
   Life Insurance Investment Agreement 1,178,500 N/A -           1,178,500
Total $ 11,082,446 $ 2,733,003 $ 8,349,443

 
 
Custodial Credit Risk  
Custodial credit risk for deposits is the risk that, in the event of the failure of a 
depository financial institution, a government will not be able to recover its deposits 
or will not be able to recover collateral securities that are in the possession of an 
outside party.  The California Government Code and the City’s investment policy do 
not contain legal or policy requirements that would limit the exposure to custodial 
credit risk for deposits, other than the following provision for deposits:  The California 
Government Code requires that a financial institution secure deposits made by state 
or local government units by pledging securities in an undivided collateral pool held 
by a depository regulated under state law (unless so waived by the governmental 
unit).  The market value of the pledged securities in the collateral pool must equal at 
least 110% of the total amount deposited by the public agencies.  California law also 
allows financial institutions to secure City deposits by pledging first trust deed 
mortgage notes having a value of 150% of the secured public deposits. 
 
As of June 30, 2015, no deposits with financial institutions in excess of federal 
depository insurance limits were held in uncollateralized accounts. 

 
Custodial credit risk does not apply to a local government’s indirect investment in 
securities through the use of mutual funds or government investment pools (such as 
LAIF).  As of June 30, 2015, none of the City’s investments were held by the broker-
dealer (counterparty) that was used by the City to purchase the securities. 
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NOTE 4 CASH AND INVESTMENTS (CONTINUED) 
 
Investment in State Investment Pool  
The City is a voluntary participant in the Local Agency Investment Fund (LAIF) that is 
regulated by the California Government Code under the oversight of the Treasurer of 
the State of California. The fair value of the City's investment in this pool of 
approximately $7.2 million reported in the accompanying financial statements at 
amounts based upon the City's pro-rata share of the fair value provided by LAlF for 
the entire LAlF portfolio (in relation to the amortized cost of that portfolio). The 
balance available for withdrawal is based on the accounting records maintained by 
LAIF, which are recorded on an amortized cost basis. LAIF’s and the City’s exposure 
to risk (credit, market or legal) is not currently available. 
 

  Life Insurance Contracts Held by Bond Trustee 
The life insurance contracts held by BNY Mellon, the Bond Trustee, are based on an 
investment agreement with Transamerica Life; this investment is not a publicly traded 
asset, and there is no CUSIP. BNY Mellon has valued the investment at $1.00 per 
share, so the market value is the cost. The funds are considered to be liquid; 
however BNY Mellon is reporting them with a maturity date of 2027. Under the 
circumstances stated in the agreement, the funds can be withdrawn by BNY Mellon if 
the funds are needed to make the required payments to the bondholders, or if the 
City decides to refund the related bond.  

 
 
NOTE 5 RECEIVABLES 
 

Notes Receivable  
 
Notes receivable as of June 30, 2015 are as follows: 
 
Governmental Funds – Housing Authority  
 
Pursuant to the provisions of ABX1 26 and Resolution No 12-04, the City assumed 
all housing assets and housing functions of the former Redevelopment Commission. 
The housing assets transferred on February 1, 2012 to the Housing Authority 
included the following notes receivables which represent loans made for assistance 
in rehabilitating property for affordable housing, plus accrued interest. Because 
interest is payable at maturity and is not available to finance current operations, 
interest on notes receivable is not recognized in the financial statements as a current 
period revenue: 
 
 
`
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NOTE 5 RECEIVABLES (CONTINUED) 
  Balance 
a)  In November 1995 and May 1997, the Agency loaned 

$220,000 and $60,000, respectively, to Elizabeth West 
& East L.P.  The note is collateralized by a deed of trust 
on 5225-27 Elizabeth Street.  The note bears interest at 
6.55% and all principal and accrued interest is due in 
November 2025. 

 
 
 
 
 
$ 

 
 
 
 
 

923,924 
   
b)  In June 1998, February 2000, and September 2000, the 

Agency loaned $150,000, $140,000 and $210,000, 
respectively, to 5159 Clara Street LLP for a total loan of 
$500,000.  The note is collateralized by a deed of trust 
on 5159 Clara Street.  The note bears interest at 1% 
and all principal and accrued interest are due in May 
2026.  

 

  
 
 
 
 
 

       578,233 

c)  During the year ended June 30, 2000, the Agency 
agreed to loan $650,000 to Live Oak LLP, of which 
$590,000 had been advanced through June 30, 2011.  
The note is collateralized by a deed of trust on 5203 
Live Oak.  The note bears interest at 2.5% and all 
unpaid principal and interest are due in August 2029. 

  
 
 
 
 

897,263 
   
                                                Subtotal – Housing Authority  2,399,420 

 
Governmental Fund – Other Funds 
   
      In fiscal year 2013, the City entered into a loan with a 

local company due to a legal settlement.  The 
settlement agreement includes a property tax claim of 
$120,000, evidenced by a note requiring monthly 
payment of $2,000 for 60 months, and an unsecured 
claim of $200,000. In addition interest shall be paid on 
the property tax claim at an annual rate of 3% on the 
unpaid principal balance and shall be payable as a 
balloon payment with the final payment. It is 
collateralized as an “allowed priority tax claim”. 

 
 
 
 
 
 
 

 
 
 
 
 
 
 

                              Principal         254,200 
                              Interest             7,032 
                              Total         261,232  
                              Less:  Allowance for doubtful accounts       (200,000) 
                              Net           61,232 
 
     The City made loans receivable for Cal Home and 

CDBG programs. The loans are collateralized by deeds 
of trust in favor of City.  The notes vary as to terms and 
conditions. The notes have varying interest rates up to 
3% and due dates from 5 years to unspecified.  

  
 
 

 
        

511,561  
Subtotal – Other Funds  572,793 

Total $ 2,972,213 
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NOTE 6 CAPITAL ASSETS 
 

Capital asset activity for the year ended June 30, 2015 was as follows: 
 

Governmental Activities: 
 

Balance Balance
June 30,2014 Increases Decreases June 30,2015

Capital assets, not being depreciated
     Land $        1,444,970 $  1,361,673 $                -   $       2,806,643 
     Construction-in-progress             70,012               -                  -              70,012 

       1,514,982  1,361,673                -         2,876,655 

Capital assets, being depreciated
     Structures and improvements      10,707,667     401,817                -       11,109,484 

     Infrastructure      48,346,577               -                  -       48,346,577 
     Vehicles           639,575               -                  -            639,575 
     Furniture & equipment           200,061       65,000                -            265,061 
        Total      59,893,880     466,817                -       60,360,697 

Less accumulated depreciation:

     Structures and improvements        4,377,156     214,153                -         4,591,309 
     Infrastructure      39,600,036     387,535                -       39,987,571 
     Vehicles           525,178       38,133                -            563,311 
     Furniture & equipment           168,533       16,307                -            184,840 
        Total      44,670,903     656,128                -       45,327,031 

        Net      15,222,977    (189,311)                -       15,033,666 
Governmental activities 
     capital assets, net $      16,737,959 $  1,172,362 $                -   $     17,910,321 

 
 
Depreciation expense was charged to functions of the governmental activities as 
follows: 

    
General government $ 518,341     
Public services 59,052       
Community services 78,735       

$      656,128 
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NOTE 7 LONG-TERM DEBT 
 

City – Government-wide 
 
Long-term liability activity of the government wide financial statements for the year 
ended June 30, 2015 follows: 

 
Balance Balance Due Within

July 1,2014 Additions Reductions June 30,2015 One Year
Insurance liability $            11,759 $    197,609 $                   -   $ 209,368 $       209,368 
Compensated absences 85,467 108,416 (79,195) 114,688                 -   
OPEB liability 338,855 200,277 (104,115) 435,017                 -   
            Total $          436,081 $    506,302 $       (183,310) $         759,073 $                 -   

 
Successor Agency  
 
Long-term liability activity of the successor agency private purpose trust fund 
financials for the year ended June 30, 2015 follows:  
 

Balance Balance Due Within
July 1, 2014 Additions Reductions June 30, 2015 One Year

Note payable $ 1,409,928 $ -          $ -               $ 1,409,928 $ -              
Tax allocation refunding bonds 21,315,000 -          (1,210,000) 20,105,000 1,170,000 
Less:
     Bond discount (538,795)      45,260 -               (493,535) -              
County deferral 907,886 45,395 -               953,281 -              
            Total $ 23,094,019 $ 90,655 $ (1,210,000) $ 21,974,674 $ 1,170,000 

 
 
Notes Payable 
 
In 1986-1987, the Agency borrowed a total of $1,000,000 from a financial institution 
for costs associated with a development project (Parcel A). Payments are due in 
annual installments equal to the incremental difference between sales tax revenue 
from Parcel A as of the 1984-1985 tax year and sales tax revenues for each 
subsequent fiscal year. Sales tax incremental revenue from Parcel A is insufficient to 
make loan payments. The note is carried at $1,409,928. 
 
Tax Allocation Refunding Bonds 
 
On August 1, 2003, the City issued, at a discount of $480,116, Tax Allocation 
Refunding Bonds series 2003A, 2003B, and 2003C amounting to $3,680,000, 
$3,255,000, and $6,680,000, respectively. The 2003A Bonds were issued to provide 
funds to the City to promote the supply of low and moderate income housing within 
the Project Area of the former redevelopment agency. The 2003B and 2003C Bonds 
were issued for the purpose of refunding the City's previously Issued $7,245,000 
Cudahy Redevelopment Project Tax Allocation Refunding Bonds, Series 1994A and 
Series 1994B. The 2003A and 2003B Bonds are secured on a parity basis with the 
City's outstanding $1,425,000 Tax Allocation Refunding Bonds Series 1999.  
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NOTE 7 LONG-TERM DEBT (CONTINUED) 
 
The 2003C Bonds are secured on a basis subordinate to the 1999 Bonds, 2003A 
and 2003B Bonds. The Bonds are payable from and secured by pledged tax 
revenues to be derived from the Project Area. 
 
On April 13, 2011, the Agency issued, at a discount of $404,854, Tax Allocation 
Refunding Bonds Series 2011A (Housing Projects) and 2011B (Redevelopment 
Projects) amounting to $2,285,000, and $8,920,000 respectively. The 2011A Bonds 
were issued to finance various housing projects to the Agency to promote the supply 
of low and moderate income housing within the Project Area. The 2011 B Bonds 
were issued to finance various infrastructure improvements within the Project Area.  
The 2011A Bonds are payable from and both are secured by the housing revenues 
and 2011 B Bonds are payable from and secured by the pledged tax revenues on 
parity with the former redevelopment agency, City-Wide Redevelopment Project, Tax 
Allocation Refunding Bonds, and Series 2003C outstanding in the amount of 
$6,280,000. The 2011A Bonds are subordinate to the lien of the owners of the former 
redevelopment agency, City-Wide Redevelopment Project, Tax Allocation Refunding 
Bonds, Series 2003A, outstanding principal amount of $2,930,000. The 2011B Bonds 
are subordinate to the lien of the owners of the former redevelopment agency, City-
Wide Redevelopment Project Tax Allocation Refunding Bonds Series 1999, 
outstanding in the amount of $1,425,000.  
 
At June 30, 2015, bonded indebtedness consisted of the following Tax Allocation 
Refunding Bonds: 
 

Date Final Amount
Issued Maturity Interest Rate Issued Outstanding

Series 2011 A 04/01/11 10/01/27 5.70%-7.75% $ 2,285,000 $ 2,180,000
Series 2011 B 04/01/11 10/01/27 5.70%-7.75% 8,920,000 7,290,000
Series 2003 A 04/01/11 10/01/27 5.70%-7.75% 3,680,000 2,930,000
Series 2003 B Taxable 08/01/03 10/01/13 5.05%-6.40% 3,255,000 -               

Series 2003 C 08/01/03 10/01/27 6.50% 6,680,000 6,280,000
Series 1999 (Taxable) 10/15/99 10/01/26 8.95% 1,425,000 1,425,000

$ 26,245,000 $ 20,105,000
 

 
Interest is payable semi-annually. Principal redemptions begin October 2005, 
October 2008, October 2009, October 2021, October 2011, and October 2011 for the 
Series 2003A, Series 2003B, Series 2003C and the Series 1999, Series 2011A, and 
Series 2011B, respectively. 
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NOTE 7 LONG-TERM DEBT (CONTINUED) 
 
Annual requirements to amortize outstanding bonded debt, including interest 
payments, are as follows: 
 

Year ending
June 30 Principal Interest Total

2016 $ 1,170,000 1,327,360 2,497,360
2017 1,020,000 1,265,110 2,285,110
2018 665,000 1,210,005 1,875,005
2019 705,000 1,168,788 1,873,788
2020 745,000 1,123,079 1,868,079

2020-2024 5,230,000 4,744,571 9,974,571
2025-2028 10,570,000 1,254,925 11,824,925

    Total $ 20,105,000 12,093,838 32,198,838

 
 
Pledged Future Revenues 
 
The City pledged future tax revenues associated with its bond issuances for Series 
1999, 2003 and 2011 (the Bonds). These debt issuances and pledged tax revenues 
are reported in the Private-Purpose Trust Fund (fiduciary funds). The pledged tax 
revenues are to be used solely for the repayment of principal and interest on the 
bonds until they are paid in full through 2028 and are not available for other purposes 
during the duration that the bonds are outstanding. The pledged tax revenues totaled 
$2,775,603 for the year ended June 30, 2015. The principal and interest payments 
on the bonds that had the pledged tax revenues for the year ended June 30, 2015 
were approximately $1,210,000 and $1,372,085, respectively. The total principal and 
interest remaining is approximately $32,200,000. Management expects that pledged 
tax revenues will be sufficient to make future principal and interest payments on the 
bonds. 
 
County Deferrals  
 
The City, Agency and County entered into agreements whereby the County will defer 
tax increment generated within the project area to meet the Agency's debt service 
obligations. The outstanding balance accrues interest of five percent (5%) 
compounded annually and shall be repaid with the property tax revenues received by 
the Agency in excess of its debt service payment requirements. The County Deferral 
is recorded as tax revenue when earned and debt in the fiduciary funds. 
 



City of Cudahy 
Notes to the Financial Statements 

Year ended June 30, 2015 
 
 

34 
 

 

NOTE 8 INTERFUND RECEIVABLES AND PAYABLES 
 

Interfund receivables and payables balances are as follows:  
 

 Due from 
Other Funds 

 Due to Other 
Funds 

Major funds:
General Fund $ 120,189          $ -
CDBG - 120,189            

$ 120,189          $ 120,189            

 
NOTE 9 INTERFUND TRANSFERS 
 

Interfund transfers for the year ended June 30, 2015 are as follows:  
 

 Transfer In   Transfer Out 
Major funds:

General Fund $ - 159,243            
County Park Bond 159,243          -

$ 159,243          159,243            

 
The City transfers monies from General Fund to the Count Park Bond fund for 
project-related costs paid for by the General Fund. 

 
NOTE 10 COMMITMENTS AND CONTINGENCIES 

 
Risk Management  
The City is exposed to various risks of loss related to torts; theft of, damage to, and 
destruction of assets; errors and emissions; and natural disasters for which the City 
participates in the California Joint Powers Insurance Authority (Authority) as follows: 

 
Lawsuits 
Legal claims and lawsuits arise from time to time in the normal course of business, 
which, in the opinion of management, will have no material effect on the City's 
financial position. 

 
Grant Audit Contingencies 
Under the terms of federal and state grants, periodic audits are required and certain 
costs may be questioned as not being appropriate expenditures. Such audits could 
lead to reimbursement to the grantor agencies. City management believes 
disallowances, if any, would be immaterial. 
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NOTE 10 COMMITMENTS AND CONTINGENCIES (CONTINUED) 
 

Description of Self-Insurance Pool Pursuant to Joint Powers Agreement 
The City of Cudahy is a member of the California Joint Powers Insurance Authority 
(Authority).  The Authority is composed of 118 California public entities and is 
organized under a joint powers agreement pursuant to California Government Code 
§6500 et seq.  The purpose of the Authority is to arrange and administer programs 
for the pooling of self-insured losses, to purchase excess insurance or reinsurance, 
and to arrange for group purchased insurance for property and other lines of 
coverage.  The California JPIA began covering claims of its members in 1978.  Each 
member government has an elected official as its representative on the Board of 
Directors.  The Board operates through a nine-member Executive Committee. 
 
Self-Insurance Programs of the Authority 
Each member pays an annual contribution to cover estimated losses for the 
coverage period.  This initial funding is paid at the beginning of the coverage period.  
After the close of the coverage period, outstanding claims are valued. A retrospective 
deposit computation is then conducted annually thereafter until all claims incurred 
during the coverage period are closed on a pool-wide basis.  This subsequent cost 
re-allocation among members based on actual claim development can result in 
adjustments of either refunds or additional deposits required. 

 
The total funding requirement for self-insurance programs is estimated using 
actuarial models and pre-funded through the annual contribution. Costs are allocated 
to individual agencies based on exposure (payroll) and experience (claims) relative 
to other members of the risk-sharing pool.  Additional information regarding the cost 
allocation methodology is provided below. 
 
Liability 
In the liability program claims are pooled separately between police and general 
government exposures.  (1) The payroll of each member is evaluated relative to the 
payroll of other members.  A variable credibility factor is determined for each 
member, which establishes the weight applied to payroll and the weight applied to 
losses within the formula.  (2) The first layer of losses includes incurred costs up to 
$30,000 for each occurrence and is evaluated as a percentage of the pool’s total 
incurred costs within the first layer.  (3) The second layer of losses includes incurred 
costs from $30,000 to $750,000 for each occurrence and is evaluated as a 
percentage of the pool’s total incurred costs within the second layer.  (4) Incurred 
costs from $750,000 to $50 million, are distributed based on the outcome of cost 
allocation within the first and second loss layers. 
 
For 2014-15 the Authority’s pooled retention is $2 million per occurrence, with 
reinsurance to $20 million, and excess insurance to $50 million.  The Authority’s 
reinsurance contracts are subject to the following additional pooled retentions: (a) 
50% of the $2.5 million annual aggregate deductible in the $3 million x/s $2 million 
layer, (b) 50% quota share of the $3 million x/s $2 million layer, and (c) $3 million 
annual aggregate deductible in the $5 million x/s $10 million layer. 
 
The overall coverage limit for each member, including all layers of coverage, is $50 
million per occurrence.  Costs of covered claims for subsidence losses have a sub-
limit of $30 million per occurrence. 
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NOTE 10 COMMITMENTS AND CONTINGENCIES (CONTINUED) 
 

Workers' Compensation 
In the workers’ compensation program claims are pooled separately between public 
safety (police and fire) and general government exposures.  (1) The payroll of each 
member is evaluated relative to the payroll of other members.  A variable credibility 
factor is determined for each member, which establishes the weight applied to payroll 
and the weight applied to losses within the formula.  (2) The first layer of losses 
includes incurred costs up to $50,000 for each occurrence and is evaluated as a 
percentage of the pool’s total incurred costs within the first layer.  (3) The second 
layer of losses includes incurred costs from $50,000 to $100,000 for each occurrence 
and is evaluated as a percentage of the pool’s total incurred costs within the second 
layer.  (4) Incurred costs from $100,000 to statutory limits are distributed based on 
the outcome of cost allocation within the first and second loss layers. 
 
For 2014-15 the Authority’s pooled retention is $2 million per occurrence, with 
reinsurance to statutory limits under California Workers’ Compensation Law. 
 
Employer’s Liability losses are pooled among members to $2 million.  Coverage from 
$2 million to $5 million is purchased as part of a reinsurance policy, and Employer’s 
Liability losses from $5 million to $10 million are pooled among members. 
 
Property Insurance 
The City of Cudahy participates in the all-risk property protection program of the 
Authority.  This insurance protection is underwritten by several insurance companies. 
City of Cudahy property is currently insured according to a schedule of covered 
property submitted by the City of Cudahy to the Authority. City of Cudahy property 
currently has all-risk property insurance protection in the amount of $16,815,918.  
There is a $5,000 deductible per occurrence except for non-emergency vehicle 
insurance which has a $1,000 deductible.  Premiums for the coverage are paid 
annually and are not subject to retrospective adjustments. 

 
Pollution Legal Liability Insurance 
The City of Cudahy participates in the pollution legal liability insurance program 
which is available through the Authority.  The policy covers sudden and gradual 
pollution of scheduled property, streets, and storm drains owned by the City of 
Cudahy.  Coverage is on a claims-made basis.  There is a $50,000 deductible.  The 
Authority has a limit of $50 million for the 3-year period from July 1, 2014 through 
July 1, 2017.  Each member of the Authority has a $10 million sub-limit during the 3-
year term of the policy. 
 
Earthquake and Flood Insurance 
The City of Cudahy purchases earthquake and flood insurance on a portion of its 
property.  The earthquake insurance is part of the property protection insurance 
program of the Authority. City of Cudahy property currently has earthquake 
protection in the amount of $0.  There is a deductible of 5% per unit of value with a 
minimum deductible of $100,000.  Premiums for the coverage are paid annually and 
are not subject to retrospective adjustments. 
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NOTE 10 COMMITMENTS AND CONTINGENCIES (CONTINUED) 
 

Crime Insurance 
The City of Cudahy purchases crime insurance coverage in the amount of 
$1,000,000 with a $2,500 deductible.  The fidelity coverage is provided through the 
Authority.  Premiums are paid annually and are not subject to retrospective 
adjustments. 
 
Special Event Tenant User Liability Insurance 
The City of Cudahy further protects against liability damages by requiring tenant 
users of certain property to purchase low-cost tenant user liability insurance for 
certain activities on agency property.  The insurance premium is paid by the tenant 
user and is paid to the City of Cudahy according to a schedule.  The City of Cudahy 
then pays for the insurance.  The insurance is arranged by the Authority. 
 
Adequacy of Protection  
During the past three fiscal years, none of the above programs of protection 
experienced settlements or judgments that exceeded pooled or insured coverage.  
There were also no significant reductions in pooled or insured liability coverage in 
2014-15. 
 
Claims and Judgments  
The City accounts for uninsured, material claims and judgments and associated legal 
and administrative costs when it is probable that the liability claim has been incurred 
and the amount of the loss can be reasonably estimated.  Included therein are claims 
incurred but not reported, which consists of (a) known loss events expected to be 
presented as claims later, (b) unknown loss events that are expected to become 
claims, and (c) expected future development on claims already reported.  This is based 
upon historical actual results that have established a reliable pattern supplemental by 
specific information about current matters. Small dollar claims and judgments are 
recorded as expenditures when paid.   
 

 
NOTE11  DEFINED BENEFIT PENSION PLAN 

 
A. General Information about the Pension Plans 
 
Plan Description  
 
All qualified permanent and probationary employees are eligible to participate in the 
City’s Miscellaneous Employee Pension Plan, a cost-sharing multiple employer 
defined benefit pension plan administered by the California Public Employees’ 
Retirement System (CalPERS).  Benefit provisions under the Plan are established by 
State statute and the City’s resolution.  CalPERS issues publicly available reports 
that include a full description of the pension plan regarding benefit provisions, 
assumptions and membership information that can be found on the CalPERS 
website. 
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NOTE11  DEFINED BENEFIT PENSION PLAN (CONTINUED) 
 
Classic participants (defined as eligible participants prior to January 1, 2013) are 
required to contribute 8% of their annual covered salary. New or Public Employees’ 
Pension Reform Act of 2013 (PEPRA) participants (defined as eligible employees 
brought into CalPERS membership for the first time on or after January 1, 2013) 
contribute at least half the normal cost rate as determined by CalPERS. The City 
contributes the remaining amounts necessary to fund the benefits for its 
employees, using the actuarial basis adopted by the CalPERS Board of 
Administration.   
 
 
Benefits Provided 
 
CalPERS provides service retirement and disability benefits, annual cost of living 
adjustments and death benefits to Plan members, who must be public employees 
and beneficiaries.  Benefits are based on years of credited service, equal to one 
year of full time employment.  Members with five years of total service are eligible to 
retire at age 50 with statutorily reduced benefits.  All members are eligible for non-
duty disability benefits after 10 years of service.  The death benefit is one of the 
following: the Basic Death Benefit, the 1957 Survivor Benefit, or the Optional 
Settlement 2W Death Benefit.  The cost of living adjustments for each plan are 
applied as specified by the California Public Employees’ Retirement Law. 
The Plans’ provisions and benefits in effect at June 30, 2015 are summarized as 
follows: 
 

Classic PEPRA
Prior to On or after

Hire date January 1, 2013 January 1, 2013
Benefit formula 2.7% @ 55 2% @ 62
Benefit vesting schedule 5 years service 5 years service
Benefit payments monthly for life monthly for life
Retirement age 50 - 55 52 - 67
Monthly benefits , as a % 

of eligible compensation 2.0% to 2.7% 1.0% to 2.5%
Required employee

contribution rates 8% 6.25%
Required employer

contribution rates 20.27% 6.25%

Miscellaneous Plan
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NOTE11  DEFINED BENEFIT PENSION PLAN (CONTINUED 
 

Contributions  
 
Section 20814(c) of the California Public Employees’ Retirement Law requires that 
the employer contribution rates for all public employers be determined on an annual 
basis by the actuary and shall be effective on July 1st following notice of a change in 
the rate.  Funding contributions for both Plans are determined annually on an 
actuarial basis as of June 30 by CalPERS. The actuarially determined rate is the 
estimated amount necessary to finance the costs of benefits earned by employees 
during the year, with an additional amount to finance any unfunded accrued liability. 
 
The City is required to contribute the difference between the actuarially determined 
rate and the contribution rate of employees. 

 
For the year ended June 30, 2015, the contributions recognized as part of pension 
expense for each Plan were as follows: 

 

Classic PEPRA

Contributions - employer $ 132,515            $ 14,443             
Contributions - employee 33,162              -                   

Miscellaneous Plan

 
B. Pension Liabilities, Pension Expenses and Deferred Outflows/Inflows of 

Resources Related to Pensions 
 
As of June 30, 2015, the City reported net pension liabilities for its proportionate 
shares of the net pension liability of each Plan as follows: 
 

Proportionate 
Share of Net 

Pension 
Liability 
(Asset)

Miscellaneous (Classic) $          2,087,427 
Miscellaneous (PEPRA)                    140 

Net Pension Liability          2,087,567 $

 
The City’s net pension liability for each Plan is measured as the proportionate 
share of the net pension liability.  The net pension liability of the Plan is measured as 
of June 30, 2014, and the total pension liability for each Plan used to calculate the net 
pension liability was determined by an actuarial valuation as of June 30, 2013 rolled 
forward to June 30, 2014 using standard update procedures.  The City’s proportion of 
the net pension liability was based on a projection of the City’s long-term share of 
contributions to the pension plans relative to the projected contributions of all 
participating employers, actuarially determined.   
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NOTE11  DEFINED BENEFIT PENSION PLAN (CONTINUED 
 

The City’s proportionate share of the net pension liability for the  Plan as of June 
30, 2013 and 2014 was as follows: 

 

Classic PEPRA

Proportion - June 30, 2013 0.0820% 0.0000%
Proportion - June 30, 2014 0.0845% 0.0000%
Change - Increase (Decrease) 0.0025% 0.0000%

Miscellaneous Plan

 
 
For the year ended June 30, 2015, the City recognized pension expense of 
$154,625. At June 30, 2015, the City reported deferred outflows of resources and 
deferred inflows of resources related to pensions from the following sources: 
 

Deferred 
Outflows of 
Resources

Deferred 
Inflows of 

Resources

Pension contributions subsequent to measurement date $        146,958 $                -   
Differences between actual and expected experience                  -   
Changes in assumptions                  -                  -   
Change in employer's proportion          15,547                -   
Differences between the employer’s contributions and

    the employer’s proportionate share of contributions            8,935 
 
**       (78,068) *

Net differences between projected and actual earnings 
   on plan investments                  -       (569,257)

Total        171,440     (647,325)

*   For Classic Miscellaneous Plan
**  For PEPRA Miscellaneous Plan

$ $

 
 
$146,958 reported as deferred outflows of resources related to contributions 
subsequent to the measurement date will be recognized as a reduction of the net 
pension liability in the year ended June 30, 2016.   
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NOTE11  DEFINED BENEFIT PENSION PLAN (CONTINUED 
 

Other amounts reported as deferred outflows of resources and deferred inflows of 
resources related to pensions will be recognized as pension expense as follows: 
 

Year Ended 
June 30 Amount

2016 $         (161,453)
2017         (161,453)
2018         (157,625)
2019         (142,312)

Thereafter -                 
 
Actuarial Assumptions 
 
The total pension liabilities in the June 30, 2013 actuarial valuations were 
determined using the following actuarial assumptions: 
 

 
Valuation Date June 30, 2013
Measurement Date June 30, 2014
Actuarial Cost Method Entry-Age Normal 

Cost Method
Actuarial Assumptions: 

Discount Rate 7.50%
Inflation 2.75%
Payroll Growth 3.00%
Projected Salary Increase  (1) 
Investment Rate of Return 7.5% (2)
Mortality (3)
Post-Retirement Benefit Increase (4)

(1) Varies by entry age and service
(2) Net of pension plan investment expenses, including inflation
(3) Derived using CalPERS' Membership Data for all funds
(4) Contract COLA up to 2.75% until Purchasing Power Protection 
      Allowance Floor on Purchasing Power applies, 2.75% thereafter.

 
 

The underlying mortality assumptions and all other actuarial assumptions used in 
the June 30, 2013 valuation were based on the results of a January 2014 actuarial 
experience study for the period 1997 to 2011. Further details of the Experience 
Study can be found on the CalPERS website. 
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NOTE11  DEFINED BENEFIT PENSION PLAN (CONTINUED 
 

Discount Rate 
 
The discount rate used to measure the total pension liability was 7.50 percent. To 
determine whether the municipal bond rate should be used in the calculation of a 
discount rate for each plan, CalPERS stress tested plans that would most 
likely result in a discount rate that would be different from the actuarially assumed 
discount rate. Based on the testing, none of the tested plans run out of assets. 
Therefore, the current 7.50 percent discount rate is adequate and the use of the 
municipal bond rate calculation is not necessary. The long term expected discount 
rate of 7.50 percent will be applied to all plans in the Public Employees Retirement 
Fund (PERF). The stress test results are presented in a detailed report that can be 
obtained from the CalPERS website. 
 
According to Paragraph 30 of GASB Statement No. 68, the long-term discount rate 
should be determined without reduction for pension plan administrative expense. The 
7.50 percent investment return assumption used in this accounting valuation is net 
of administrative expenses. Administrative expenses are assumed to be 15 basis 
points. An investment return excluding administrative expense would have been 7.65 
percent. Using this lower discount rate has resulted in a slightly higher total pension 
liability and net pension liability. CalPERS checked the materiality threshold for the 
difference in calculation and did not find it to be a material difference. 
 
The long-term expected rate of return on pension plan investments was determined 
using a building-block method in which best-estimate ranges of expected future real 
rates of return (expected returns, net of pension plan investment expense and 
inflation) are developed for each major asset class. 
 
The table below reflects the long-term expected real rate of return by asset class. 
The rate of return was calculated using the capital market assumptions applied to 
determine the discount rate and asset allocation. These rates of return are net of 
administrative expenses. 

New
Strategic Real Return Real Return

Asset Class Allocatio Years 1 - Years 

Global Equity 47.00% 5.25% 5.71%
Global Fixed Income 19.00% 0.99% 2.43%
Inflation Sensitive 6.00% 0.45% 3.36%
Private Equity 12.00% 6.83% 6.95%
Real Estate 11.00% 4.50% 5.13%
Infras tructure and Forestland 3.00% 4.50% 5.09%
Liquidity 2.00% -0.55% -1.05%

Total 100%

(a) An expected inflation of 2.5% used for this period.
(b) An expected inflation of 3.0% used for this period.  
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NOTE11  DEFINED BENEFIT PENSION PLAN (CONTINUED 
 

Sensitivity of the Proportionate Share of the Net Pension Liability to Changes 
in the Discount Rate 
 
The following presents the City’s proportionate share of the net pension liability for 
each Plan, calculated using the discount rate for each Plan, as well as what the 
City’s proportionate share of the net pension liability would be if it were calculated 
using a discount rate that is 1-percentage point lower or 1-percentage point higher 
than the current rate: 
 

Classic PEPRA

1% Decrease 6.50% 6.50%
Net Pension Liability $ 3,463,703     250               

Current Discount Rate 7.50% 7.50%
Net Pension Liability $ 2,087,426     140               

1% Increase 8.50% 8.50%
Net Pension Liability $ 945,247        49                 

Miscellaneous Plan

 
 

C. Pension Plan Fiduciary Net Position 
 
Detailed information about each pension plan’s fiduciary net position is available in 
the separately issued CalPERS financial reports. 
 
D. Payable to the Pension Plan 
 
As of June 30, 2015, the City did not have outstanding amount of contributions to 
the pension plan required for the year ended June 30, 2015.  

 
 

NOTE 12  POST EMPLOYMENT BENEFITS 
 

Plan Description 
Integrated medical/prescription drug coverage is provided through CalPERS under 
the Public Employees' Medical and Hospital Care Act (PEMHCA). Employees may 
choose from a variety of HMO and PPO options. The City pays 100% of the cost of 
PEMHCA coverage for active full-time employees, including coverage for spouse and 
dependent children. The City also pays a 0.36% of premium administrative charge 
for all active employees. The City offers the same medical plans to its eligible retirees 
as to its active employees, with the exception that once a retiree becomes eligible for 
Medicare (that is, reaches age 65), he or she must join a Medicare HMO or a 
Medicare Supplement plan under PEMHCA.  
 

 



City of Cudahy 
Notes to the Financial Statements 

Year ended June 30, 2015 
 
 

44 
 

 

NOTE 12  POST EMPLOYMENT BENEFITS (CONTINUED) 
 

Certain employees become eligible to retire and receive City-paid healthcare benefits 
upon attainment of age 50 and 5 years of covered PERS service, or by qualifying 
disability retirement status. Benefits are paid for the lifetime of the retiree and, if 
applicable, the surviving spouse of the retiree. The City's contribution on behalf of all 
eligible retirees is the same as it is for active employees (100% of the cost of 
coverage for retiree, spouse and dependent children). The City has elected the equal 
contribution method, where the contribution will remain the same annually. 
 
Funding Policy 
The contribution requirements of the City are established and may be amended by 
the City Council. The required contribution is based on pay-as-you-go financing 
requirements. For fiscal year 2014-2015, the City contributed $104,115 to the plan, 
which was 100% of the total current premiums. 
 
Annual OPEB Cost and Net OPEB Obligation 
The City's annual other OPES cost (expense) is calculated based on the annual 
required contribution of the employer (ARC), an amount actuarially determined in 
accordance with GASB Statement 45. The ARC represents a level of funding that, if 
paid on an ongoing basis, is projected to cover normal cost each year and amortize 
any unfunded actuarial liabilities (or funding excess) not to exceed thirty years. The 
following table shows the components of the City's annual OPES cost for the year, 
the amount actually contributed to the plan, and changes in the City's net OPEB 
obligation: 
 

Annual Required Contribution (ARC) $ 206,319      
Interest on net OPEB obligation 13,554        
Adjustment to ARC (19,596)       
Annual OPEB cost 200,277      
Less:  Contributions made during the year (104,115)     
Increase in Net OPEB obligation 96,162        
Net OPEB Obligation - beginning of the year 338,855      
Net OPEB Obligation - end of the year $ 435,017      

 
The City's annual OPEB cost, the percentage of annual OPEB cost contributed to the 
plan, and the net OPEB obligation for 2015 and the preceding year were as follows: 
 

June 30, 2015 June 30, 2014

Annual OPEB cost $ 200,277        $ 214,816       
% of Annual OPEB cost
   contributed to the plan 51.99% 47.30%
Net OPEB Obligation $ 435,017        $ 338,855        
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NOTE 13          DEFERRED OUTFLOWS/INFLOWS OF RESOURCES 
 
Pursuant to GASB Statement No. 63, “Financial Reporting of Deferred Outflows of 
Resources, Deferred Inflows of Resources, and Net Position” and GASB Statement 
No. 65, “Items Previously Reported as Assets and Liabilities,” the City recognized 
deferred outflows of resources in the City’s financial statements. The deferred 
outflow of resources pertains to the unamortized loss on defeasance of debt. This 
deferred outflow of resources is recognized as a component of interest expense in a 
systematic and rational manner over the remaining life of the old debt or the life of 
the new debt, whichever is shorter. 

 

 

Private-Purpose 
Trust Fund 
Balance at 

June 30, 2015
Deferred outflow of resources

Unamortized loss on defeasance of debt $ 31,262

 
The deferred inflow of resources recognized in the governmental fund financial 
statements pertains to unavailable revenues which represent receivables that were 
not received within the availability period. 

 
 

Governmental 
Funds    

Balance  at
June 30, 2015

Deferred inflow of resources
Unavailable Revenue - Housing Authority receivables 

that were not received within the availability period and
were not recognized as revenues $ 2,399,420

 
Refer to Note 11 for deferred outflows and inflows of resources related to pensions. 

 
 
NOTE 14          CUDAHY ECONOMIC DEVELOPMENT CORPORATION (CEDC) DISCLOSURES 
 

The accompanying financial statements also include the financial statements of the 
Cudahy Economic Development Corporation (the Corporation). 
 
Disclosures related to the certain assets and liabilities of the Corporation are as 
follows: 
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NOTE 14          CUDAHY ECONOMIC DEVELOPMENT CORPORATION (CEDC) DISCLOSURES 
(CONTINUED) 

 
Disclosure of the Corporation’s Assets 
 
Cash and Cash Equivalents  
Cash and cash equivalents consisted of demand deposits held at a financial 
institution. As of June 30, 2015, cash and cash equivalents of $609,716 have a 
corresponding bank balance of $610,336. The difference between the book and the 
bank balance is attributable to outstanding checks.  
 
Custodial Credit Risk for Deposits 
 
Custodial credit risk is the risk that in the event of the failure of the custodian, 
deposits may not be returned to CEDC. CEDC’s deposits are maintained at financial 
institution that is insured by Federal Deposit Insurance Corporation (FDIC).   
 
Beginning January 1, 2013, all of a depositor's accounts at an insured depository 
institution, including all noninterest bearing transaction accounts, was insured by the 
FDIC up to the standard maximum deposit insurance amount of $250,000, for each 
deposit insurance ownership category.  
 
As of June 30, 2015 CEDC exceeded the maximum deposit insurance amount by 
$360,336. 

 

Rental Receivable 

At June 30, 2015, rental receivable consisted of the following: 
 

Rental receivable 107,186$      
Less allowance for bad debts (107,186)       

Total -$              
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NOTE 14          CUDAHY ECONOMIC DEVELOPMENT CORPORATION (CEDC) DISCLOSURES 
(CONTINUED) 

 
Notes, Advances, and Interest Receivable 
At June 30, 2015, notes, advances, and interest receivable consisted 
of the following: 

 

  
a) On March 1, 2012, CEDC entered into an Amended Acquisition 

and Development Loan Agreement with Paramount Villas, LLC 
(Paramount) to loan a principal amount of $470,000 for the 
purpose of providing financing for the acquisition of the site 
located at 4848 and 4854 Live Oak Street in the City of Cudahy 
for the construction of condominium units. The loan is secured by 
a deed of trust, promissory note, affordability covenants, and 
guaranty. The loan bears interest at 5% per annum and matures 
on March 13, 2015.  As of June 30, 2015, the loan remains 
outstanding. 
  

b) On May 30, 2012, CEDC advanced $291,000 to Paramount 
Villas, LLC for the construction of 4848 Live Oak property.   

 
The outstanding balance of the loans as of June 30, 2015 follows:  
 

 
 

Principal 
Accrued interest 

 $ 470,000 
43,083 

Advances 103,355 
 616,438 
Less: Allowance for bad debts  ( 308,219) 

Total  $ 308,219 

In February 2016, the Successor Agency, CEDC, and Paramount, negotiated a 
Settlement and Release Agreement (Agreement) pursuant to which the Successor 
Agency will forgive the above note receivable balance and transfer the Successor 
Agency’s right, title, and interest in and to the Live Oak Street property to Paramount, 
provided that Paramount provides the Successor Agency $1,200,000 for the 
purchase of the property.  The Agreement is contingent upon written 
acknowledgement from the State Department of Finance. 
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NOTE 14          CUDAHY ECONOMIC DEVELOPMENT CORPORATION (CEDC) DISCLOSURES 
(CONTINUED) 

 
Capital Assets and Land Held for Development 
At June 30, 2015, land and buildings are composed of the following: 
 

Site Reference Address APN Cost

399,889$          
1,127,027         *
1,323,297         
2,850,213         

3,650,074         
1,541,620         

407,532            
6,608,296         

3,315,954         

Total land and buildings 16,472,141$     

Land and buildings, cost 14,336,044$     
Less: Accumulated depreciation (635,866)          
Land and buildings, net 13,700,178$     

*Land held for development 2,136,097         

Atlantic Avenue & 
Cecilia Street

8201 Atlantic Avenue
8221 Atlantic Avenue
4633 Cecilia Street
8135 Atlantic Avenue
4629 Cecilia Street

6224-022-001, 
-002, -003, 
-004, -012

1,096,864         

2,219,090         

Elizabeth Street 
Residential 

5256 Elizabeth Street
5260 Elizabeth Street

6224-001-014, 
-015

792,961            

2,904,717         

Atlantic Avenue & 
Clara Street

7638 Atlantic Avenue
7644 Atlantic Avenue
7630 Atlantic Avenue
7660 Atlantic Avenue
4613 Clara Street

6226-022-002, 
-008, -019, 
-020, -021, 

-022, -023, -024

1,009,070         *

Santa Ana Street & 
Atlantic Avenue

4720 Santa Ana Street
8110 Atlantic Avenue
8100 Atlantic Avenue

6224-018-068,
 -069, -070, -071

Patata Industrial 
Property

8420 Atlantic Avenue
4819 Patata Street

6224-034-014, 
-032, -040, -041

   

The above properties were transferred by the former Cudahy Community 
Development Commission/Cudahy Redevelopment Agency to CEDC for the 
implementation of various housing and commercial projects within the City of 
Cudahy.  
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NOTE 14          CUDAHY ECONOMIC DEVELOPMENT CORPORATION (CEDC) DISCLOSURES 
(CONTINUED) 
 
In January of 2011, the Governor of the State of California proposed statewide 
elimination of redevelopment agencies (RDAs) beginning with the fiscal year 2011-
2012 State budget. The proposal was incorporated into Assembly Bill 26 (ABX1 26) 
which was passed by the Legislature, and signed into law by the Governor on June 
28, 2011. ABX1 prohibited RDAs from engaging in new business, established 
mechanisms and timelines for dissolution of the RDAs, and created RDA successor 
agencies and oversight boards to oversee dissolution of the RDAs and redistribution 
of RDA assets. ABX1 was codified in the Health and Safety (H&S) Code beginning 
with section 34161. H&S Code section 34167.5 states that the Controller shall review 
the activities of redevelopment agencies in the state to determine whether an asset 
transfer has occurred after January 1, 2011, between the city or county, or city and 
county that created a redevelopment agency, or any other public agency, and the 
redevelopment agency. By law, the State Controller’s Office (SCO) is required to 
order that such assets transferred after January 1, 2011 except those that already 
had been committed to a third party prior to June 28, 2011, be turned over to the 
Successor Agency. 
 
The Cudahy Community Development Commission/ Cudahy Redevelopment Agency 
was dissolved on February 1, 2012 and its assets were transferred to the City of 
Cudahy, which is the designated Successor Agency.  
The SCO performed a review on the assets transferred by the Cudahy 
Redevelopment Agency after January 1, 2011 through January 31, 2012. The final 
Cudahy Redevelopment Agency Asset Transfer Review Report (Report) was issued 
by the SCO on April 15, 2014. The Report concluded that the former Cudahy 
Redevelopment Agency/Cudahy Community Development Commission transferred 
$26,505,820 in assets after January 1, 2011, including unallowable asset transfers 
totaling $20,978,178 to CEDC. The assets transferred to CEDC, consisting of cash 
and capital assets, occurred after January 1, 2011 and were not contractually 
committed to a third party prior to June 28, 2011. Pursuant to H&S Code Section 
34167.5, the RDA may not transfer assets to a city, county, city and county, or any 
public agency after January 1, 2011.  The Report further concluded that those assets 
should be turned over to the Successor Agency for disposition in accordance with 
H&S Code Section 34177(e). CEDC was ordered to reverse the transfer of the 
assets in the amount of $20,978,178 and to turn over the assets to the Successor 
Agency.  

The City of Cudahy (as City and Successor Agency) issued a letter dated April 7, 
2014 in response to a draft report issued by the SCO dated January 2014. The 
Successor Agency responded that it would reserve its rights to challenge the SCO’s 
order but nevertheless the Successor Agency stated its intention to undertake certain 
actions in response to the finding of the SCO to recover the assets transferred to 
CEDC for ultimate disposition by the Successor Agency.   
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NOTE 14          CUDAHY ECONOMIC DEVELOPMENT CORPORATION (CEDC) DISCLOSURES 
(CONTINUED) 

 
On February 5, 2015, CEDC’s Board of Directors approved the Asset Transfer 
Agreement between CEDC and the Successor Agency to the former Cudahy 
Community Development Commission/Redevelopment Agency. 
 
On March 12, 2015, the Oversight Board to the Successor Agency approved an 
asset transfer agreement between the Cudahy Economic Development Corporation 
and the Successor Agency regarding the transfer of assets from the Cudahy 
Economic Development Corporation to the Successor Agency in accordance with the 
California State Controller’s Office finding identified in a report they issued on April 
15, 2014.  
 
On May 19, 2015, the Successor Agency approved an amendment to the Asset 
Transfer Agreement between the Cudahy Economic Development Corporation and 
the Successor Agency to effectuate the asset transfer ordered by the SCO. 
 
On June 4, 2015, the Cudahy Economic Development Corporation approved the 
amendment to the Asset Transfer Agreement between the Cudahy Economic 
Development Corporation and the Successor Agency to effectuate the asset transfer 
ordered by the SCO.  
 
A receivable and a payable have been reported in the Statement of Net Position of 
the Successor Agency and CEDC, respectively, to report the asset transfer 
agreement.  The assets were returned to the Successor Agency with the recording of 
quit claim deeds on October 19, 2015.  The transfer has been reported as an 
extraordinary item in the Statement of Changes in Fiduciary Net Position of the 
Successor Agency and Statement of Activities of CEDC.  Refer also to Note 17. 
 
Accounts Payable 
At June 30, 2015, accounts payable consisted of the following: 
 

Rental payable to City of Cudahy 7,800$   
Accrued expenses 8,326     

Total 16,126$ 

 
Related Party 
CEDC leases its office space from the City of Cudahy on a monthly rate of $300.  
Rental payable as of June 30, 2015 amounted to $7,800.  

 
Commitments and Contingencies 
CEDC is currently engaged in a quiet title legal proceeding in Los Angeles County 
Superior Court to recover certain land previously transferred by CEDC in 2012 to 
Paramount Villas, LLC.  
 
Legal claims and lawsuits arise from time to time in the normal course of business, 
which, in the opinion of management, will have no material effect on CEDC’s net 
position. 
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NOTE 14          CUDAHY ECONOMIC DEVELOPMENT CORPORATION (CEDC) DISCLOSURES 
(CONTINUED) 
 
Subsequent Events 
On October 19, 2015, to comply with the State Controller’s order to return the assets 
to the Successor Agency, quit claim deeds were recorded with the Office of the 
County of Los Angeles Registrar-Recorder/County Clerk transferring the affected real 
properties from the EDC to the Successor Agency. 
 
On January 16, 2016 the Successor Agency and Cudahy SA 2012, LLC entered into 
a Settlement Agreement and Release relating to the property located at 4610 Santa 
Ana Street in the City of Cudahy. On March 1, 2016 the escrow for the property was 
closed, the promissory note on the property was retired and the title of the property 
was transferred to the Successor Agency. 

 
 
NOTE 15          PRIOR PERIOD ADJUSTMENTS 

 
The Net Position in the government-wide Statement of Activities and the fund 
balances of some governmental funds as of June 30, 2014 were restated to reflect 
the increase in accounts payable and the adjustment to record the retroactive effect 
of implementing GASB Statement No. 68. 

Government-wide Fund Balance
Net Position General Fund

Net position /fund balance beginning of year, 
as previously reported $ 25,374,173 $ 3,918,757      

Adjustments:
Adjustment to correct the balance of accounts payable at 

the beginning of the year 156,565           156,565         
Adjustment to record retroactive effect of implementing

GASB Statement No. 68 (2,555,784)       -                 
Net position/ fund balance beginning of year, as restated $ 22,974,954      $ 4,075,322      

 
 
NOTE 16 GOVERNMENTAL ACCOUNTING STANDARDS BOARD (GASB) STATEMENTS 

ISSUED, NOT YET EFFECTIVE 
 
The Governmental Accounting Standards Board (GASB) has issued several 
pronouncements prior to June 30, 2015, that have effective dates that may impact 
future financial presentations.  Management has not yet determined the impact that  
implementation of the following statements may have on the financial statements of 
the City. 
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NOTE 16 GOVERNMENTAL ACCOUNTING STANDARDS BOARD (GASB) STATEMENTS 
ISSUED, NOT YET EFFECTIVE (CONTINUED) 
 
GASB No. 72 - Fair Value Measurement and Application. The requirements of this 
Statement will enhance comparability of financial statements among governments by 
requiring measurement of certain assets and liabilities at fair value using a consistent 
and more detailed definition of fair value and accepted valuation techniques. This 
Statement also will enhance fair value application guidance and related disclosures 
in order to provide information to financial statement users about the impact of fair 
value measurements on a government’s financial position.  The provisions of this 
Statement are effective for financial statements for periods beginning after June 15, 
2015. 
 
GASB No. 73 - Accounting and Financial Reporting for Pensions and Related 
Assets That Are Not within the Scope of GASB Statement 68, and Amendments 
to Certain Provisions of GASB Statements 67 and 68.  The requirements of this 
Statement will improve financial reporting by establishing a single framework for the 
presentation of information about pensions, which will enhance the comparability of 
pension-related information reported by employers and nonemployer contributing 
entities.  The provisions of this Statement are effective for financial statements for 
periods beginning after June 15, 2016. 
 
GASB No. 74 - Financial Reporting for Postemployment Benefit Plans Other 
Than Pension Plans.  The requirements of this Statement will improve financial 
reporting primarily through enhanced note disclosures and schedules of required 
supplementary information that will be presented by OPEB plans that are 
administered through trusts that meet the specified criteria. The provisions of this 
Statement are effective for financial statements for periods beginning after June 15, 
2016 
 
GASB No. 75 - Accounting and Financial Reporting for Postemployment 
Benefits Other Than Pensions.  The requirements of this Statement will improve 
the decision-usefulness of information in employer and governmental nonemployer 
contributing entity financial reports and will enhance its value for assessing 
accountability and interperiod equity by requiring recognition of the entire OPEB 
liability and a more comprehensive measure of OPEB expense. The provisions of 
this Statement are effective for financial statements for periods beginning after June 
15, 2017. 
 
GASB No. 77 - Tax Abatement Disclosures.  The requirements of this Statement 
improve financial reporting by giving users of financial statements essential 
information that is not consistently or comprehensively reported to the public at 
present. Disclosure of information about the nature and magnitude of tax abatements 
will make these transactions more transparent to financial statement users. As a 
result, users will be better equipped to understand (1) how tax abatements affect a 
government’s future ability to raise resources and meet its financial obligations and 
(2) the impact those abatements have on a government’s financial position and 
economic condition. The provisions of this Statement are effective for financial 
statements for period beginning after December 15, 2015. 
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NOTE 16 GOVERNMENTAL ACCOUNTING STANDARDS BOARD (GASB) STATEMENTS 
ISSUED, NOT YET EFFECTIVE (CONTINUED) 
 
GASB No. 80 – Blending Requirements for Certain Component Units.  The 
requirements of this Statement improve financial reporting by clarifying the financial 
statement presentation requirements for certain component units.  This statement 
amends the blending requirements established in paragraph 53 of Statement No 14, 
The Financial Reporting Entity, as amended.  This Statement amends the blending 
requirements for the financial statement presentation of component units of all state 
and local governments.  The additional criterion requires blending of a component 
unit incorporated as a not-for profit corporation in which the primary government is 
the sole corporate member. The additional criterion does not apply to component 
units included in the financial reporting entity pursuant to the provisions of Statement 
No. 39, Determining Whether Certain Organizations Are Component Units. The 
requirements of this Statement are effective for reporting periods beginning after 
June 15, 2016. 
 

 
NOTE 17 SUBSEQUENT EVENTS  
   

The City has evaluated events subsequent to June 30, 2015 to assess the need for 
potential recognition or disclosure in the financial statements.  Such events were 
evaluated through March 31, 2016, the date the financial statements were available 
to be issued.  Based upon this evaluation, it was determined that no subsequent 
events except for items noted below occurred that require recognition or additional 
disclosure in the financial statements. 
 
On October 19, 2015, to comply with the State Controller’s order to return the assets 
to the Successor Agency, quit claim deeds were recorded with the office of the 
County of Los Angeles Registrar-Recorder/County Clerk transferring the affected real 
properties from the EDC to the Successor Agency. 
 
On January 16, 2016 the Successor Agency and Cudahy SA 2012, LLC entered into 
a Settlement Agreement and Release relating to the property located at 4610 Santa 
Ana Street in the City of Cudahy. On March 1, 2016 the escrow for the property was 
closed, the promissory note on the property was retired and the title of the property 
was transferred to the Successor Agency.  The outstanding balance of the notes 
receivable reported has been removed from EDC’s Statement of Net Position as of 
June 30, 2015. 
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Final Budget-
Final Actual Positive

Budget Amounts (Negative)

Taxes $ 3,143,397 $ 3,500,247     $ 356,850            
Licenses and permits 749,500 713,824        (35,676)             
Intergovernmental 2,349,000 2,349,738     738                   
Charges for services 116,400 125,205        8,805                
Fines, forfeitures and penalties 137,000 142,543        5,543                
Investment income (loss) 4,500 8,154            3,654                
Other revenue 926,800 841,559        (85,241)             

7,426,597     7,681,270     254,673            

Current:
    General government 2,530,254 2,682,880     (152,626)           
    Public safety 3,622,426 3,591,030     31,396              
    Community services 585,664 465,968        119,696            
    Community development 1,002,145 800,722        201,423            
Capital outlay 577,795 41,192          536,603            

8,318,284     7,581,792     736,492            

(891,687)      99,478          991,165            
over expenditures

Transfers out -               (159,243)      (159,243)           

(891,687)      (59,765)        831,922            

4,075,322     4,075,322     -                    
$ 3,183,635     $ 4,015,557     $ 831,922            

Fund balance, beginning of year, as restated
Fund balance, end of year

Expenditures

Revenues

Excess(deficiency) of revenues 

Other financing sources (uses)

Change in fund balance

Total revenues

Total expenditures
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Final Budget-

Final Actual Positive
Budget Amounts (Negative)

Intergovernmental $ 736,275 $ 416,658          $ (319,617)        
736,275          416,658          (319,617)        

Current:
Community development 298,744 249,153          49,591            

Capital outlay 747,077 147,307          599,770          
1,045,821       396,460          649,361          

(309,546)        20,198            329,744          

(11,745)          (11,745)          -                 
$ (321,291)        $ 8,453              $ 329,744          

Change in fund balance

Fund balance, beginning of year
Fund balance (deficit), end of year

Revenues

Expenditures

Total revenues

Total expenditures
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Final Budget-

Final Actual Positive
Budget Amounts (Negative)

Intergovernmental $ 722,000 $ 656,154          $ (65,846)          
Use of money and property 3,000 2,461              (539)               

725,000          658,615          (66,385)          

Current:
    Community services 755,046 621,548          133,498          

755,046          621,548          133,498          

(30,046)          37,067            67,113            

(30,046)          37,067            67,113            

1,060,571       1,060,571       -                 
$ 1,030,525       $ 1,097,638       $ 67,113            Fund balance, end of year

Revenues

Expenditures

Total expenditures

Excess (deficiency) of revenues
over expenditures

Change in fund balance

Fund balance, beginning of year

Total revenues
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Final Budget-

Final Actual Positive
Budget Amounts (Negative)

Intergovernmental $ 1,901,427      $ 1,792,778       $ (108,649)        
1,901,427      1,792,778       (108,649)        

Current:
Community development 40,000           146,565          (106,565)        

Capital outlay 1,901,427      1,773,621       127,806          
1,941,427      1,920,186       21,241            

(40,000)          (127,408)        (87,408)          

Other financing sources (uses)
Transfer in  -                  159,243           159,243          

Net other financing sources (uses) -                 159,243          159,243          

(40,000)          31,835            71,835            

(46,749)          (46,749)          -                 
$ (86,749)          $ (14,914)          $ 71,835            

Revenues

Change in fund balance

Fund balance, beginning of year
Fund balance (deficit), end of year

Total revenues

Expenditures

Total expenditures

Excess (deficiency) of revenues
over expenditures
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Final Budget-
Final Actual Positive

Budget Amounts (Negative)

Other revenue $ -                 $ 32,119 $ 32,119            
-                 32,119            32,119            

Current:
Community development -                 2,500 (2,500)            

-                 2,500              (2,500)            

-                 29,619            29,619            

-                 -                     -                 
$ -                 $ 29,619            $ 29,619            Fund balance, end of year

Expenditures

Total expenditures

Change in fund balance

Fund balance, beginning of year

Total revenues

Revenues
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Actuarial
Accrued UAAL as

Actuarial Liability Unfunded a % of
Actuarial Value of (AAL) Entry AAL Funded Covered Covered
Valuation Assets Age (UAAL) Ratio Payroll Payroll

Date (a) (b) (b-a) (a/b) (c) (b-a)/(c)
7/1/2011 $ -               $ 2,002,495    $ 2,002,495   0% $ 1,105,000      181%
7/1/2014 -               2,090,184    2,090,184   0% 1,098,208      190%  
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Classic Second Tier PEPRA

Proportion of the net pension liability (asset) 0.03347% 0.00008% 0.00000%

Proportionate Share of the net pension liability (asset) $ 2,082,443    $ 4,983           $ 140         

Covered - employee payroll (1) $ 628,845       $ 320,891       $ 88,443    

Proportionate Share of the net pension liability (asset) as 
percentage of covered-employee payroll 331.15% 1.55% 0.16%

Plan's Proportionate  Share of the Fiduciary Net Position as a 
Percentage of the Plan's Total Pension Liability 79.87% 83.03% 83.05%

Plan's Proportionate Share of Aggregate Employer Contributions (2) $ 223,430       $ 659 $ 19           

Miscellaneous
June 30, 2014

 
Notes to Schedule 

 
1
  Covered-Employee Payroll represented above is based on pensionable earnings provided by the 

employer. However, GASB Statement No. 68 defines covered-employee payroll as the total 
payroll of employees that are provided pensions through the pension plan.  
 

2
  The Plan’s proportionate share of aggregate employer contributions may not match the actual 

contributions made by the employer during the measurement period. The Plan’s proportionate 
share of aggregate employer contributions is based on the Plan’s proportion of fiduciary net 
position shown on line 5 of the table above as well as any additional side fund (or unfunded 
liability) contributions made by the City during the measurement period.  

   
 
 

* - Fiscal year 2015 was the 1st year of implementation, therefore only one year is shown. 
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Classic PEPRA

Contractually required contribution
   (actuarially determined) $ 118,139          $ 12,145           
Contributions in relation to the actuarially 
   determined contributions (118,139)         (12,145)          
Contribution deficiency (excess) $ -                  $ -                 

Covered-employee payroll $ 949,736          $ 88,443           

Contributions as a percentage of 
   covered-employee payroll 12.44% 13.73%

Notes to Schedule

Valuation date 6/30/2013

Methods and assumptions used to determine contribution rates:
Actuarial Cost Method Entry-Age Normal Cost Method
Amortization method Level percentage of payroll, closed
Remaining amortization period 15 years as of valuation date
Asset valuation method 5-year smoothed market
Inflation 2.75%
Salary increases Varies by entry age and age
Investment rate of return 7.50%, net of pension plan investment expense; 

    includes inflation
Retirement age 57 yrs.
Mortality Rate Table Derived using CalPERS' membership 

  Data for all funds

Miscellaneous Plan

 
* - Fiscal year 2015 was the 1st year of implementation, therefore only one year is shown. 
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SPECIAL REVENUE FUNDS 
 
Special Revenue Funds are used to account for the proceeds of specific revenue sources that are 
legally restricted to be expended for specific purposes. 
 
 
Drug Asset Seizure To account for revenues and expenditures associated with the 

City’s asset seizure monies. 
 
Prop 1B Local Street Prop 1B  came from  bond proceeds issued to fund maintenance 

Improvements and improvement of local streets and roads. 
 
Proposition C To account for financial transactions in accordance with 

Proposition C of the Local Transit Assistance Act. 
 
Proposition A To account for receipts and expenditures of projects from a voter 

approved sales tax override for public transportation purposes. 
 
Measure R Measure R is funded with ½ percent sales tax revenues approved 

by Los Angeles County voters to fund local street projects in LA 
County. 

 
AQMD To account for the additional vehicle registration fees received 

from Southern California Air Quality Management District in 
accordance with AB 2766, as authorized by the California Clean 
Air Act of 1988. 

 
Used Oil Grant To increase public awareness of the benefits of recycling oil. 
 
Recycling Conservation Grant To account for revenue and expenditure pertaining to recycling 

grants.  
 
Emergency Preparedness           Grant funds received to provide for an emergency operations 

center. Crucial in the City’s ability to respond to emergency 
situations and catastrophic events. 

 
COPS To account for financial transactions in accordance with grant 

requirements from the California Office of Criminal Justice. 
 
State Park Clara Ph 3 Funding for this grant was from the Los Angeles Urban Parks Act 

of 2001 Grant Program (UPA) through the Department of Park 
and Recreation, Office of Grants and Local Services for Clara 
Park Expansion. 

 
Transportation Development To account for funds received from the Transportation 

Development Authority for transport projects.  
 
Street Lighting To account for revenues and costs associated with the City’s 

street lighting program. 
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SPECIAL REVENUE FUNDS (CONTINUED) 
 
 
Cal Home To account for transactions funded by the Cal Home program. 
 
Other Grants To account for State Grants relating to future development in the 

City including transportation related projects. 
 
Federal STPL To account for Federal, state, and local Surface Transportation 

Program funds received from Los Angeles County Metropolitan 
Transportation Authority for transportation related projects. 
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Prop 1B
Drug Asset  Local Street Proposition

Seizure Improvements Proposition C A

Cash and cash equivalents $ 28,513        $ 426,851 $ 303,063 $ 528,809  
Accounts receivable -             -              -             -          
Notes receivable -             -              -             -          
Prepaid expense -             -              -             7,543      
Interest receivable 20               254 168 355         

Total assets 28,533        427,105      303,231      536,707  

Accounts payable $ 1,237          $ 12,987 $ 92,240 $ 7,240      
Unearned revenue -             -              -             -          
Due to other government -             -              -             -          

Total liabilities 1,237          12,987        92,240        7,240      

Nonspendable
Prepaid expense -             -              -             7,543      

Restricted:
Special revenue funds 27,296        414,118      210,991      521,924  

-             -              -             -          
27,296        414,118      210,991      529,467  

$ 28,533        $ 427,105      $ 303,231      $ 536,707  

Special Revenue

Total liabilities and fund balances

ASSETS

LIABILITIES

FUND BALANCES (DEFICIT):

Unassigned
Total fund balances (deficit)
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Recycling
Used Oil Conservation

Measure  R AQMD Grant  Grants COPS

$ 674,025 $ 39,132 $ 13,582       $ 20,946         $ 183,838         
-              7,800   8                -               113                
-              -       -            -               -                 
-              -       -            -               -                 
351 22        -            13                -                 

674,376       46,954 13,590       20,959         183,951         

$ 76,530 $ 1          $ -            $ -               $ 83,315           
-              -       -            -               -                 
-              -       -            -               -                 

76,530         1          -            -               83,315           

-              -       -            -               -                 

597,846       46,953 13,590       20,959         100,636         
-              -       -            -               -                 

597,846       46,953 13,590       20,959         100,636         

$ 674,376       $ 46,954 $ 13,590       $ 20,959         $ 183,951         

Special Revenue
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TDA - 
State Park Transportation Street
Clara Ph 3 Development Lighting

Cash and cash equivalents $ 282              $ 21,297 $ 68,410
Accounts receivable -              -               -               
Notes receivable -              -               -               
Prepaid expense -              -               -               
Interest receivable -              -               34

Total assets $ 282              $ 21,297         $ 68,444         

Accounts payable $ -              $ 21,297 $ 17,901
Unearned revenue -              -               -               
Due to other government -              -               -               

Total liabilities -              21,297         17,901         

Nonspendable
Prepaid expense -              -               -               

Restricted:
Special revenue funds 282              -               50,543         

-                  -               -               
282              -               50,543         

$ 282              $ 21,297         $ 68,444         

Special Revenue

ASSETS

LIABILITIES

FUND BALANCES (DEFICIT):

Unassigned
Total fund balances (deficit)

Total liabilities and fund balances
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Total
Nonmajor

Other Federal Governmental
Cal Home Grants STPL Funds

$ 73,368      $ -            $ 357,690 $ 2,739,806     
-            -            -            7,921            

227,231    -            -            227,231        
-            -            -            7,543            
44             -            213 1,474            

$ 300,643    $ -            $ 357,903    $ 2,983,975     

$ 400           $ 1,635        $ -            $ 314,783        
-            -            -            -               

227,231    -            -            227,231        
227,631    1,635        -            542,014        

-            -            -            7,543            

73,012      -            357,903    2,436,053     
-            (1,635)       -            (1,635)          

73,012      (1,635)       357,903    2,441,961     

$ 300,643    $ -                $ 357,903    $ 2,983,975     

Special Revenue
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Prop 1B
Drug Asset Local Street Proposition

Seizure Improvements Proposition C A
Revenues:

Taxes $ -            $ -             $ -                 $ -          
Intergovernmental -            -             353,728          424,677  
Charges for services -            -             30,467            -          
Use of money and property 79              972             461                 1,329      

79              972 384,656          426,006  

Expenditures:
Current:
   Public safety 11,409       -             -                 -          
   Community development -            -             -                 -          
   Community services -            -             256,021          368,380  
   Capital outlays -            51,376        20,152            -          

11,409 51,376        276,173          368,380  

(11,330)     (50,404)      108,483          57,626    

Fund balances, beginning of year 38,626 464,522 102,508 471,841
Fund balances, end of year $ 27,296       $ 414,118      $ 210,991          $ 529,467  

Change in fund balance

Special Revenue

Total expenditures

Total revenues
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Recycling
Used Oil Conservation

Measure  R AQMD Grant  Grant COPS

$ -          $ -          $ -          $ -             $ -              
264,254 37,630    -           -             106,230

-          -          -          -             -              
1,137 67           33           42              332

265,391 37,697    33           42              106,562      

-          -          -          -             106,030
19,152 16,619    -          -             -              

-          -          -          -             -              
76,605 -              -          -             -              
95,757    16,619 -          -             106,030      

169,634  21,078    33           42              532             

428,212 25,875 13,557 20,917 100,104
$ 597,846  $ 46,953    $ 13,590    $ 20,959       $ 100,636      

Special Revenue
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TDA -
State Park Transportation Street
Clara Ph 3 Development Lighting

Revenues:
Taxes $ -             $ -                  $ 97,781
Intergovernmental -             21,297 -                   
Charges for services -             -                  -                   
Use of money and property -             -                  103

-             21,297            97,884              

Expenditures:
Current:
   Public safety -             -                  -                   
   Community development -             -                  -                   
   Community services -             -                  105,648
   Capital outlays -             21,297 -                   

-             21,297            105,648            

-             -                  (7,764)              

Fund balances, beginning of year 282            -                  58,307
Fund balances, end of year $ 282            $ -                  $ 50,543              

Total revenues

Special Revenue

Total expenditures

Change in fund balance

 
 



City of Cudahy 
Nonmajor Governmental Funds 

Combining Statement of Revenues, Expenditures and Changes in Fund Balances 
(Continued) 

Year Ended June 30, 2015 
 
 

 
71 

Total
Nonmajor

Other Federal Governmental
Cal Home Grants STPL Funds

$ -              $ -              $ -              $ 97,781         
-              -              357,629      1,565,445    
-              -              -              30,467         
171             -              274             5,000           
171             -              357,903      1,698,693    

-              -              -              117,439       
1,911 1,635 -              39,317         

-              -              -              730,049       
-              -              -              169,430       

1,911 1,635 -              1,056,235

(1,740)         (1,635)         357,903      642,458       

74,752 -              -              1,799,503    
$ 73,012        (1,635)         357,903      $ 2,441,961    

Special Revenue
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Variance with
Final Budget-

Final Actual Positive
Budget Amounts (Negative)

Revenues
Use of money and property $ -                       $ 79                  $ 79                     

-                       79                  79                     

Expenditures
Current:

Public safety 16,000                 11,409           4,591                
16,000                 11,409           4,591                

(16,000)                (11,330)          4,670                

Change in fund balance (16,000)                (11,330)          4,670                

Fund balance, beginning of year 38,626                 38,626           -                    
Fund balance, end of year $ 22,626                 $ 27,296           $ 4,670                

Excess (deficiency) of revenues
over expenditures

  Total revenues

  Total expenditures
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Variance with
Final Budget-

Final Actual Positive
Budget Amounts (Negative)

Revenues
Use of money and property $ 750                 $ 972           $ 222                 

750                 972           222                 

Expenditures
Current:

Capital outlays 384,592          51,376      333,216          
384,592          51,376      333,216          

(383,842)         (50,404)     333,438          

Change in fund balance (383,842)         (50,404)     333,438          

Fund balance, beginning of year 464,522          464,522    -                 

Fund balance, end of year $ 80,680            $ 414,118    $ 333,438          

Excess (deficiency) of revenues

  Total revenues

  Total expenditures

over expenditures
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Final Budget-
Final Actual Positive

Budget Amounts (Negative)
Revenues

Intergovernmental $ 320,000          $ 353,728    $ 33,728            
Charges for services 25,000            30,467      5,467              
Use of money and property 750                 461           (289)                

345,750          384,656    38,906            

Expenditures
Current:

Community services 234,415          256,021    (21,606)           
Capital outlays 72,200            20,152      52,048            

306,615          276,173    30,442            

39,135            108,483    69,348            

Change in fund balance 39,135            108,483    69,348            

Fund balance, beginning of year 102,508          102,508    -                  
Fund balance, end of year $ 141,643          $ 210,991    $ 69,348            

  Total revenues

  Total expenditures

Excess (deficiency) of revenues
over expenditures
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Variance with
Final Budget-

Final Actual Positive
Budget Amounts (Negative)

Revenues
Intergovernmental $ 433,000 $ 424,677       $ (8,323)               
Use of money and property 1,200 1,329           129                   
Miscellaneous 3,000 -               (3,000)               

437,200            426,006       (11,194)             

Expenditures
Current:
    Community services 367,511 368,380       (869)                  

367,511            368,380       (869)                  

69,689              57,626         (12,063)             

Change in fund balance 69,689              57,626         (12,063)             

Fund balance, beginning of year 471,841            471,841       -                    

Fund balance, end of year $ 541,530            $ 529,467       $ (12,063)             

Total revenues

Total expenditures

Excess (deficiency) of revenues
over expenditures
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Variance with
Final Budget-

Final Actual Positive
Budget Amounts (Negative)

Revenues
Intergovernmental $ 250,000 $ 264,254       $ 14,254              
Use of money and property 500 1,137           637                   

250,500           265,391       14,891              

Expenditures
Current

Community development -                  19,152         (19,152)             
Capital outlays 177,000 76,605         100,395            

177,000           95,757         81,243              

73,500             169,634       96,134              

Change in fund balance 73,500             169,634       96,134              

Fund balance, beginning of year 428,212           428,212       -                    
Fund balance, end of year $ 501,712           $ 597,846       $ 96,134              

  Total revenues

  Total expenditures

Excess (deficiency) of revenues
over expenditures
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Variance with
Final Budget-

Final Actual Positive
Budget Amounts (Negative)

Revenues
Intergovernmental $ 25,000             $ 37,630         $ 12,630              
Use of money and property 50                    67                17                     

25,050             37,697         12,647              

Expenditures
Current:

Community development 19,200             16,619         2,581                
19,200             16,619         2,581                

5,850               21,078         15,228              

Change in fund balance 5,850               21,078         15,228              

Fund balance, beginning of year 25,875             25,875         -                    
Fund balance, end of year $ 31,725             $ 46,953         $ 15,228              

  Total revenues

  Total expenditures

Excess (deficiency) of revenues
over expenditures
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Variance with
Final Budget-

Final Actual Positive
Budget Amounts (Negative)

Revenues
Intergovernmental $ 7,000               $ -               $ (7,000)               
Use of money and property -                  33                33                     

7,000               33                (6,967)               

7,000               33                (6,967)               

Change in fund balance 7,000               33                (6,967)               

Fund balance, beginning of year 13,557             13,557         -                    
Fund balance, end of year $ 20,557             $ 13,590         $ (6,967)               

  Total revenues

Excess (deficiency) of revenues
over expenditures
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Variance with
Final Budget-

Final Actual Positive
Budget Amounts (Negative)

Revenues
Use of money and property $ -                  $ 42                   $ 42                     

-                  42                   42                     

-                  42                   42                     

Change in fund balance -                  42                   42                     

Fund balance, beginning of year 20,917             20,917            -                    
Fund balance, end of year $ 20,917             $ 20,959            $ 42                     

  Total revenues

Excess (deficiency) of revenues
over expenditures

 



City of Cudahy 
Nonmajor Special Revenue Fund  

Schedule of Revenues, Expenditures and Changes in Fund Balance – Budget & Actual 
COPS 

Year ended June 30, 2015 
 
 

80 

 
Variance with
Final Budget-

Final Actual Positive
Budget Amounts (Negative)

Revenues
Intergovernmental $ 100,000 $ 106,230      $ 6,230                
Use of money and property -                  332             332                   

 100,000           106,562      6,562                

Expenditures
Current

Public safety 100,000 106,030      (6,030)               
100,000           106,030      (6,030)               

-                  532             532                   

Change in fund balance -                  532             532                   

Fund balance, beginning of year 100,104           100,104      -                    
Fund balance, end of year $ 100,104           $ 100,636      $ 532                   

  Total revenues

  Total expenditures

Excess (deficiency) of revenues
over expenditures
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Variance with
Final Budget-

Final Actual Positive
Budget Amounts (Negative)

Revenues
Intergovernmental $ -                  $ 21,297        $ 21,297              
Use of money and property -                  -              -                    

 -                  21,297        21,297              

Expenditures
Capital outlays -                  21,297        (21,297)             

-                  21,297        (21,297)             

-                  -              -                    

Change in fund balance -                  -              -                    

Fund balance, beginning of year -                  -              -                    
Fund balance, end of year $ -                  $ -              $ -                    

  Total revenues

  Total expenditures

Excess (deficiency) of revenues
over expenditures
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Variance with
Final Budget-

Final Actual Positive
Budget Amounts (Negative)

Revenues
Taxes $ -                  $ 97,781      $ 97,781              
Use of money and property -                  103           103                   

-                  97,884      97,884              

Expenditures
Current:

Community services 102,250 105,648    (3,398)               
102,250           105,648    (3,398)               

(102,250)         (7,764)      94,486              

Change in fund balance (102,250)         (7,764)      94,486              

Fund balance, beginning of year 58,307             58,307      -                    
Fund balance, end of year $ (43,943)           $ 50,543      $ 94,486              

  Total revenues

  Total expenditures

Excess (deficiency) of revenues
over expenditures
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Variance with
Final Budget-

Final Actual Positive
Budget Amounts (Negative)

Revenues
Use of money and property $ -                  $ 171           $ 171                   

-                  171           171                   

Expenditures
Current:

Community development -                  1,911        (1,911)               
-                  1,911        (1,911)               

-                  (1,740)       (1,740)               

Change in fund balance -                  (1,740)       (1,740)               

Fund balance, beginning of year 74,752             74,752      -                    
Fund balance, end of year $ 74,752             $ 73,012      $ (1,740)               

  Total revenues

  Total expenditures

Excess (deficiency) of revenues
over expenditures
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Variance with
Final Budget-

Final Actual Positive
Budget Amounts (Negative)

Expenditures
Current:

Community development -                  1,635        (1,635)               
-                  1,635        (1,635)               

-                  (1,635)       (1,635)               

Change in fund balance -                  (1,635)       (1,635)               

Fund balance, beginning of year -                  -            -                    
Fund balance (deficit), end of year $ -                  $ (1,635)       $ (1,635)               

  Total expenditures

Excess (deficiency) of revenues
over expenditures
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Variance with
Final Budget-

Final Actual Positive
Budget Amounts (Negative)

Revenues
Intergovernmental $ -                  $ 357,629    $ 357,629            
Use of money and property -                  274           274                   

-                  357,903    357,903            

-                  357,903    357,903            

Change in fund balance -                  357,903    357,903            

Fund balance, beginning of year -                  -            -                    
Fund balance, end of year $ -                  $ 357,903    $ 357,903            

  Total revenues

Excess (deficiency) of revenues
over expenditures
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