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INDEPENDENT AUDITORS’ REPORT 
 
 
 
To the Board of Directors 
      of the City of Lawndale Redevelopment Agency 
Lawndale, California 
 
 
We have audited the accompanying financial statements of the governmental activities and 
each major fund of the Lawndale Redevelopment Agency (Agency), a component unit of the 
City of Lawndale, California (City), as of and for the year ended June 30, 2010, which 
collectively comprise the Agency’s basic financial statements as listed in the table of contents.  
These basic financial statements are the responsibility of the Agency’s management.  Our 
responsibility is to express an opinion on these basic 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 basic financial statements are free of material misstatement.  An audit includes 
consideration of internal control over financial reporting as a basis for designing audit 
procedures that are appropriate in the circumstance, but not for the purpose of expressing an 
opinion on the effectiveness of internal control over financial reporting.  Accordingly, we 
express no such opinion.  An audit includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the basic financial statements.  An audit also includes assessing the 
accounting principles used and significant estimates made by management, as well as 
evaluating the overall financial statement presentation.  We believe that our audit provides a 
reasonable basis for our opinions. 
 
In our opinion, the basic financial statements referred to above present fairly, in all material 
respects, the respective financial position of the governmental activities and each major fund of 
the Agency as of June 30, 2010, and the respective changes in financial position for the year then 
ended in conformity with accounting principles generally accepted in the United States of 
America. 
 
In accordance with Government Auditing Standards, we have also issued our report dated 
December 22, 2010 on our consideration of the Agency’s internal control over financial 
reporting and on our tests of its compliance with certain provisions of laws, regulations, 
contracts, and grants.  The purpose of that report is to describe the scope of our testing of 
internal control over financial reporting and compliance and the results of that testing, and not 
to provide an opinion on the internal control over financial reporting or on compliance.  That 
report is an integral part of an audit performed in accordance with Government Auditing 
Standards and should be read in conjunction with this report in considering the results of our 
audit. 
 
 



2 

To the Board of Directors 
      of the City of Lawndale Redevelopment Agency 
Lawndale, California 
Page 2 
 
 
The Agency has not presented a Management’s Discussion and Analysis required by GASB 
Statement No. 34 that the Governmental Accounting Standards Board has determined is 
necessary to supplement, although not required to be a part of, the basic financial statements. 
 
The accompanying Required Supplementary Information is not a required part of the basic 
financial statements but is supplementary information required by the Governmental 
Accounting Standards Board.  We have applied certain limited procedures, which consisted 
principally of inquiries of management regarding the methods of measurement and 
presentation of the Required Supplementary Information.  However, we did not audit the 
information and express no opinion on the Required Supplemental Information. 
 
Our audit was conducted for the purpose of forming opinions on the financial statements that 
collectively comprise the Agency’s basic financial statements.  The accompanying 
Supplementary Information is presented for purpose of additional analysis and is not a 
required part of the basic financial statements.  The Supplementary Information has been 
subjected to the auditing procedures applied in the audit of the basic financial statements and, 
in our opinion, is fairly stated in all material respects in relation to the basic financial statements 
taken as a whole. 
 

 
Caporicci & Larson, Inc. 
A Subsidiary of Marcum LLP 
Certified Public Accountants 
Irvine, California 
December 22, 2010 
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City of Lawndale Redevelopment Agency
Statement of Net Assets
June 30, 2010

Governmental

Activities

ASSETS

Cash and investments 9,742,574$               

Restricted assets:

Cash and investments 1,429,722                 

Cash and investments with fiscal agents 17,203,152               

Accounts receivable 272,803                    

Interest receivable 12,319                      

Loans receivable 794,349                    

Land held for resale 2,883,552                 

Deferred bond issuance cost 758,994                    

Total assets 33,097,465               

LIABILITIES

Accounts and other payables 565,054                    

Interest payable 469,757                    

Deposits 15,000                      

Noncurrent liabilities:

Due within one year 42,730                      

Due in more than one year 35,696,188               

Total liabilities 36,788,729               

NET ASSETS

Restricted for low-moderate income housing 3,604,737                 

Unrestricted (7,296,001)                

Total net assets (deficit) (3,691,264)$              

See accompanying Notes to Basic Financial Statements.
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City of Lawndale Redevelopment Agency
Statement of Activities and Changes in Net Assets
For the year ended June 30, 2010

Net (Expense)

Revenue and

Changes in 

Program Revenues Net Assets

Capital Grants Governmental 

Functions/Programs Expenses and Contributions Activities

Primary government:

Governmental activities:

General government 36,485$                     -$                              (36,485)$                   

Planning and community development 6,439,893                  12,823                       (6,427,070)                

Interest 803,747                     -                                (803,747)                   

Total primary government 7,280,125$                12,823$                     (7,267,302)                

General revenues:

Property tax increment 5,083,649                  

Investment earnings 75,999                       

7

g

Other 20,670                       

Total general revenues 5,180,318                  

Change in net assets (2,086,984)                

Net assets (deficit) - beginning of year (1,604,280)                

Net assets (deficit) - end of year (3,691,264)$              

See accompanying Notes to Basic Financial Statements.
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City of Lawndale Redevelopment Agency
Balance Sheet  
Governmental Funds
June 30, 2010

Low-Moderate

Income Housing Total

Special Capital Debt Governmental

Revenue Projects Service Funds

ASSETS

Cash and investments 3,164,146$           -$                         6,578,428$           9,742,574$           

Restricted assets:

Cash and investments -                           -                           1,429,722             1,429,722             

Cash and investments with fiscal agents -                           -                           17,203,152           17,203,152           

Receivables:

Accounts -                           -                           272,803                272,803                

Interest 4,776                    -                           7,543                    12,319                  

Loans 594,026                200,323                -                           794,349                

Due from other funds -                           -                           8,701,900             8,701,900             

Land held for resale 492,083                2,391,469             -                           2,883,552             

Total assets 4,255,031$           2,591,792$           34,193,548$         41,040,371$         

LIABILITIES AND 

FUND EQUITY

Liabilities:

Accounts payable 50,050$                380,182$              -$                         430,232$              

Wages payable -                           30,448                  -                           30,448                  

Retention payable 6,218                    98,156                  -                           104,374                

Deferred revenue 594,026                -                           -                           594,026                

Deposits -                           15,000                  -                           15,000                  

Due to other funds -                           8,701,900             -                           8,701,900             

Total liabilities 650,294                9,225,686             -                           9,875,980             

Fund Balances:

Reserved for:

Low-moderate income housing -                           -                           -                           -                           

Loan receivable -                           200,323                -                           200,323                

Land held for resale 492,083                2,391,469             -                           2,883,552             

Debt service -                           -                           34,193,548           34,193,548           

Unreserved 3,112,654             (9,225,686)           -                           (6,113,032)           
  

Total fund balances 3,604,737             (6,633,894)           34,193,548           31,164,391           
 

Total liabilities and fund balances 4,255,031$           2,591,792$           34,193,548$         41,040,371$         

See accompanying Notes to Basic Financial Statements.
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City of Lawndale Redevelopment Agency
Reconciliation of the Governmental Funds Balance Sheet

to the Government-Wide Statement of Net Assets
June 30, 2010

Total Fund Balances - Total Governmental Funds 31,164,391$            

   

Long-term notes receivable are not available to pay current period expenditures and,
therefore, are deferred in the governmental funds. 594,026                   

Interest expenditures are recognized when due, and therefore, interest payable is not recorded
in the governmental funds (469,757)                 

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

Bonds payable (20,545,000)              

Bonds discount 327,573                     

Deferred bond issuance costs 758,994                     

Notes payable (1,722,338)                

Advances from City of Lawndale (13,799,153)              

Net Assets (Deficit) of Governmental Activities (3,691,264)$            

See accompanying Notes to Basic Financial Statements.

Amounts reported for governmental activities in the Statement of Net Assets were different
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City of Lawndale Redevelopment Agency
Statement of Revenues, Expenditures and Changes in Fund Balances
Governmental Funds
For the year ended June 30, 2010

Low-Moderate

Income Housing Total

Special Capital Debt Governmental

Revenue Projects Service Funds

REVENUES:

Property tax increment -$                         -$                         5,083,649$           5,083,649$           

Subventions and grants 11,735                  1,088                    -                           12,823                  

Use of money and property 23,059                  40                         52,900                  75,999                  

Other -                           20,670                  -                           20,670                  

Total revenues 34,794                  21,798                  5,136,549             5,193,141             

 
EXPENDITURES:

Current:

General government -                           36,485                  -                           36,485                  

Planning and community development 326,669                2,231,498             2,720,926             5,279,093             

Capital outlay -                           1,286,835             -                           1,286,835             

Debt service:

Principal retirement -                           -                           100,521                100,521                

Interest and fiscal charges -                           -                           328,994                328,994                

Cost of bond issuance -                           -                           781,317                781,317                

        Total expenditures 326,669                3,554,818             3,931,758             7,813,245             

 
REVENUES OVER

(UNDER) EXPENDITURES (291,875)              (3,533,020)           1,204,791             (2,620,104)           

 
OTHER FINANCING SOURCES (USES):

Transfers in 12,091                  2,725,889             -                           2,737,980             
Transfers out -                           (12,091)                (2,725,889)           (2,737,980)           
Proceeds from advances -                           -                           2,086,934             2,086,934             

Long term debt issuance -                           -                           20,207,792           20,207,792           

Total other financing sources (uses) 12,091                  2,713,798             19,568,837           22,294,726           

Net change in fund balances (279,784)              (819,222)              20,773,628           19,674,622           

FUND BALANCES:

Beginning of year 3,884,521             (5,814,672)           13,419,920           11,489,769           

End of year 3,604,737$           (6,633,894)$         34,193,548$         31,164,391$         

See accompanying Notes to Basic Financial Statements.
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City of Lawndale Redevelopment Agency
Reconciliation of the Governmental Funds Statement of Revenues, Expenditures and Changes in 

Fund Balances to the Government-Wide Statement of Activities and Changes in Net Assets
For the year ended June 30, 2010

Net Change in Fund Balances - Total Governmental Funds 19,674,622$              

   

Proceeds from advances to City of Lawndale (2,086,934)                

Proceeds from bond issuance (20,545,000)              

Bond discount 337,208                     

Deferred bond issuance costs 781,317                     

Amortization of bonds discount (9,635)                       

Amortization of deferred bond issuance costs (22,323)                     

Payment of notes payable 50,521                       

Payment of advance to City of Lawndale 50,000                       

(442,795)                   

126,035                     

Change in Net Assets of Governmental Activities (2,086,984)$              

See accompanying Notes to Basic Financial Statements.

Revenues in the Statement of Activities that do not provide current financial resources are not reported as revenues in the
governmental funds

The issuance of long-term debt provides current financial resources to governmental funds, while the repayment of the
principal of long-term debt consumes the current financial resources of governmental funds. Neither transaction, however,
has any effect on net assets.

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

Interest on long-term debt is not due and payable in the current period and therefore is not reported in the funds:

13
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City of Lawndale Redevelopment Agency 
Notes to Basic Financial Statements 
For the year ended June 30, 2010 
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
A. Reporting Entity 
 
The City of Lawndale Redevelopment Agency (Agency) was established on May 17, 1996, according to the 
provisions of the California Community Redevelopment Law for the purpose of redevelopment, 
rehabilitation and revitalization of the redevelopment project area. 
 
The Agency is a separate government entity established pursuant to the State of California Health and 
Safety Code; Section 33000 entitled "Community Redevelopment Law."  
 
The Agency and the City of Lawndale (City) are closely related and the financial statements of the Agency 
have been blended into the City's financial statements for the City's financial reporting purposes. The City 
Council serves as the governing board for the Agency. The Agency does not have any employees separate 
from those of the City, nor does it have separate facilities.  The Agency is an integral part of the reporting 
entity of the City. 
 
The Agency receives incremental property taxes on property within its project area over a base-assessed 
valuation on the date the project area was established. The City provides cash flow advances on an as 
needed basis for operating purposes. The duties of assessing and collecting property taxes are performed by 
the Los Angeles County Assessor and Tax Collector, respectively. Tax levies cover the period from July 1 to 
June 30 of each year. All tax liens attach annually on the first day in January, preceding the fiscal year for 
which the taxes are levied. Taxes are levied on both real and personal property, as it exists on that date. 
 
Secured property taxes are levied against real property and are due and payable in two equal installments. 
The first installment is due on November 1 and becomes delinquent if not paid by December 11. The second 
installment is due on February 1 and becomes delinquent if not paid by April 11. Unsecured personal 
property taxes are due on August 1 each year. These taxes become delinquent if not paid by August 31.  
 
The Agency records incremental property tax revenues in the fiscal year to which they are due rather than 
at the related lien date. 
 
B. Basis of Accounting and Measurement Focus 
 
The accounts of the Agency are organized on the basis of funds, each of which is considered a separate 
accounting entity with its own self-balancing accounts that comprise its assets, liabilities, fund balance, 
revenues and expenditures.  These funds are established for the purpose of carrying out specific activities 
or certain objectives in accordance with specific regulations, restrictions or limitations.  Government 
resources are allocated to and accounted for in individual funds based upon the purpose for which they are 
to be spent and the means by which spending activities are controlled.  
 
Government - Wide Financial Statements 

 
The Agency’s Government-Wide Financial Statements include a Statement of Net Assets and a Statement of 
Activities and Changes in Net Assets.  These statements present summaries of governmental activities for  
 



City of Lawndale Redevelopment Agency 
Notes to Basic Financial Statements, Continued 
For the year ended June 30, 2010 
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued 
 
B. Basis of Accounting and Measurement Focus, Continued 
 
Government - Wide Financial Statements, Continued  
 
the Agency accompanied by a total column.  The Agency does not have any business-type activities, 
therefore only governmental activities are reported 

 
These basic financial statements are presented on an “economic resources” measurement focus and the 
accrual basis of accounting.  Accordingly, all of the Agency’s assets and liabilities, including capital assets 
and long-term liabilities, are included in the accompanying Statement of Net Assets.  The Statement of 
Activities presents changes in net assets.  Under the accrual basis of accounting, revenues are recognized in 
the period in which they are earned while expenses are recognized in the period in which the liability is 
incurred. 
 
Certain types of transactions reported as program revenues for the Agency are reported in these categories: 
 

 Charges for services 
 Operating grants and contributions 
 Capital grants and contributions 

 
Certain eliminations have been made in regards to interfund activities, payables and receivables.  The 
following interfund activities have been eliminated: 
 

 Due from and to other fund 
 Transfers in and out 

 
Governmental Fund Financial Statements 
 
Governmental fund financial statements include a Balance Sheet and a Statement of Revenues, 
Expenditures and Changes in Fund Balances for all major governmental funds and non-major funds.   
 
All governmental funds are accounted for on a spending or current financial resources measurement focus 
and the modified accrual basis of accounting. Accordingly, only current assets and current liabilities are 
included on the Balance Sheet.  The Statement of Revenues, Expenditures and Changes in Fund Balances 
presents increases (revenues and other financing sources) and decreases (expenditures and other financing 
uses) in net current assets.  Under the modified accrual basis of accounting, revenues are recognized in the 
accounting period in which they become both measurable and available to finance expenditures of the 
current period. 
 
Revenues are recorded when received in cash, except that revenues subject to accrual (generally 60 days 
after year-end) are recognized when due. The primary revenue sources, which have been treated as 
susceptible to accrual by the Agency, are property tax increment, intergovernmental revenues, other taxes, 
interest revenue, rental revenue and certain charges for services. Expenditures are recorded in the 
accounting period in which the related fund liability is incurred. 



City of Lawndale Redevelopment Agency 
Notes to Basic Financial Statements, Continued 
For the year ended June 30, 2010 
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued 
 
B. Basis of Accounting and Measurement Focus, Continued 
 
Governmental Fund Financial Statements, Continued 
 
Deferred revenues arise when potential revenues do not meet both the “measurable” and “available” 
criteria for recognition in the current period.  Deferred revenues also arise when the government receives 
resources before it has a legal claim to them, as when grant monies are received prior to incurring 
qualifying expenditures.  In subsequent periods when both revenue recognition criteria are met or when the 
government has a legal claim to the resources, the deferred revenue is removed from the balance sheet and 
revenue is recognized.  
 
Reconciliations of the Fund Financial Statements to the Government-Wide Financial Statements are 
provided to explain the differences created by the integrated approach of GASB Statement No. 34. 
 
The Agency reports the following major governmental funds: 
 

The Low-Moderate Income Housing Special Revenue Fund is used to account for the receipt of 20 
percent of the gross tax increment allocation, which is restricted from use on projects that increase or 
preserve the supply of low and moderate income housing in accordance with Health and Safety Code 
Section 33334. 
 
The Capital Projects Fund is used to account for all project expenditures, including acquisition of 
properties, costs of site improvements, and other costs within the project area. 
 
The Debt Service Fund is used to account for the accumulation of resources for and the payment of 
principal and interest on the Agency's long-term debt obligations. 

 
C. Cash and Investments 

 
The cash balances of the Agency are pooled with the other funds of the City.  The City records highly liquid 
money market investments with maturities of one year or less at time of purchase at amortized cost.  All 
other investments are stated at fair value.  Market value is used as fair value for those securities for which 
market quotations are readily available. 
 
The City participates in an investment pool managed by the State of California titled Local Agency 
Investment Fund (LAIF) which had invested 5.42% of the pool investment funds in Structured Notes and 
Asset-Backed securities. LAIF determines fair value on its investment portfolio based on market quotations 
for those securities where market quotations are readily available and based on amortized cost or best 
estimate for those securities where market value is not readily available.  LAIF’s investments are subject to 
credit risk with the full faith and credit of the State of California collateralizing these investments.  In 
addition, these investments are subject to market risk as to change in interest rates. 
 
Cash equivalents are considered amounts in demand deposits and short-term investments with a maturity 
date within three months of the date acquired by the City and are included in “Cash and Investments” in 
the accompanying basic financial statements. 



City of Lawndale Redevelopment Agency 
Notes to Basic Financial Statements, Continued 
For the year ended June 30, 2010 
 
 

18 

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued 
 
D. Land Held for Resale 
 
Land held for resale is carried at the lower of cost or net realizable value. Fund balances are reserved in 
amounts equal to the carrying value of land held for resale because such assets are not available to finance 
current operations. The balance of land held for resale at June 30, 2010 was $2,883,552. 
 
E. 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 effect certain 
reported amounts and disclosures. Accordingly, actual results could differ from those estimates. 
 
F.  Self-Insurance Program  
 
The Agency participates in the self-insurance program of the City. Information relating to the self-insurance 
program can be found in the notes to the basic financial statement of the City. 
 
 
2. STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY 
 
A. Deficit Net Asset, Government-Wide Financial Statements 
 

Deficit

Net assets (3,691,264)$               
 

 
The negative amount in the net assets was primarily caused by the recording of long term debt (liabilities) 
issued for improvements to property (assets) owned by the City within a redevelopment project area.  
Therefore, liabilities are shown with no corresponding assets. 
 
B. Excess of Expenditures Over Appropriations 
 
Expenditures exceeded appropriations in the following fund for the year ended June 30, 2010: 
 

Fund Final Budget Actual Excess

Debt Service Fund

Planning and Community development 2,462,410$             2,720,926$             (258,516)$               

Principal retirement 50,530                    100,521                  (49,991)                   

Interest and fiscal charges 119,110                  328,994                  (209,884)                 

 

 

 
Expenditures exceeded appropriation for planning and community development due to contract services 
being greater than budgeted.  Principal retirement was greater due to the City not budgeting advances 
payment.  Interest and fiscal charges was greater due to interest payments for the 2009 Tax Allocation Bond.   
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2. STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY, Continued 
 

C. Deficit Fund Balance, Fund Financial Statement 
 
The following fund had a deficit fund balance at June 30, 2010: 
 

Capital Projects Fund      $6,633,894 
 
The deficit in the Capital Projects Fund will be financed through future tax increment revenues. 
 
 
3. CASH AND INVESTMENTS 
 
Cash and investments at June 30, 2010 consisted of the following: 
 

Cash and investments 9,742,574$             
Restricted cash and investments 1,429,722               
Cash and investments with fiscal agents 17,203,152             

Total cash and investments 28,375,448$           

 
 
The Agency’s cash is included in a city-wide cash and investment pool.  As such, the Agency’s polices over 
cash and investments are those of the City. 
 
A. Cash Deposits 

 
The California Government Code requires California banks and savings and loan associations to secure the 
City’s cash deposits by pledging securities as collateral.  This Code states that collateral pledged in this 
manner shall have the effect of perfecting a security interest in such collateral superior to those of a general 
creditor.  Thus, collateral for cash deposits is considered to be held in the City's name.  The market value of 
pledged securities must equal at least 110% of the City's cash deposits.   California law also allows 
institutions to secure City deposits by pledging first trust deed mortgage notes having a value of 150% of 
the City’s total cash deposits.  The City may waive collateral requirements for cash deposits, which are fully 
insured up to $250,000 by the Federal Deposit Insurance Corporation.  The City, however, has not waived 
the collateralization requirements. 
 
The City follows the practice of pooling cash and investments of all funds, except for funds required to be 
held by fiscal agents under the provisions of bond indentures.  Interest income earned on pooled cash and 
investments is allocated on an accounting period basis to the various funds based on the month-end cash 
and investment balances.  Interest income from cash and investments with fiscal agents is credited directly 
to the related fund. 
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3. CASH AND INVESTMENTS, Continued 
 
B. Investments 
 
The City of Lawndale’s Investment Policy is reviewed and adopted by the City Council each year. The 
investment policy is more conservative and restrictive than the investment vehicles authorized by section 
53601 of the California Government Code. Investment vehicles not specifically mentioned in the City’s 
investment policy are not authorized unless the policy is amended by the City Council or are approved as 
part of the provisions of the bond indentures. Investments are limited to: 
 

 Local Agency Investment Fund (LAIF) and (State Pool) demand deposits 
 Certificate of deposits placed with commercial banks and/or savings and loan companies and / 

or savings banks with an office in California 
 Passbook savings account demand deposits 
 Bonds or notes of any local agency within the State of California or a department, board, agency 

or authority of the local agency. 
 Securities issues or guaranteed by the federal government or its agencies 
 Los Angeles County Treasurer’s Municipal Investment Pool 
 Money market mutual funds 
 Bankers acceptances 
 Small business administration loans 
 Negotiable certificates of deposits  
 Mortgage backed securities (GNMA, FHLMC, etc) 

 
Investments were stated at fair value at the year end. 
 
Interest Rate Risk 
 
As a means of limiting its exposure to fair value losses arising from rising interest rates, the City’s 
investment policy (Policy) limits investments to a maximum maturity of five years and the weighted 
average maturity of the City’s investments is limited to three years.  The City is in compliance with this 
provision of the Policy.  As of June 30, 2010, the City only invested in LAIF. 
 
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.  The City’s investments are limited to securities that are backed by the full faith and credit of: 
(1) the federal government, (2) other governmental agencies, or (3) agencies and institutions with collateral, 
including assets and insurance, assuring similar risk.  As of June 30, 2010, the City’s investments were only in 
LAIF which is unrated. 
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3. CASH AND INVESTMENTS, Continued 
 

B. Investments, Continued 
 

Concentration of Credit Risk 
 

The investment policy of the City contains limitations on the amount that can be invested in any one issuer 
beyond that stipulated by the California Government Code. The policy limits the City’s investments in 
certificate of deposits and passbook savings account demand deposits to a maximum of $100,000 in any 
single account with the same institution, the Los Angeles County Treasurer’s Municipal Investment pool so 
that its investment shall not exceed 5% of the total County Pool, money market mutual funds with the total 
investment in a single fund family not to exceed 5% of the total pooled cash assets of the City.   Although the 
City’s policy allows other forms of investments, as of June 30, 2010, the City only invested in LAIF. 
 

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 or investments, other than the following provision for deposits: The California 
Government Code requires that a financial institution secure deposits made by state or local governmental 
units by pledging securities in an undivided collateral pool held by a depository regulated under state law 
(unless so waived by the governmental unit). The market value of the pledged securities in the collateral 
pool must equal at least 110% of the total amount deposited by the public agencies. California law also 
allows financial institutions to secure City deposits by pledging first trust deed mortgage notes having a 
value of 150% of the secured public deposits.  The custodial credit risk for investments is the risk that, in the 
event of the failure of the counterparty (e.g., broker-dealer) to a transaction, a government will not be able 
to recover the value of its investment or collateral securities that are in the possession of another party. With 
respect to investments, custodial credit risk generally applies only to direct investments in marketable 
securities. 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).  
 
 

4. INTERFUND TRANSACTIONS 
 

A. Due to / From Other Funds 
 

The Agency’s interfund balances were as follows at June 30, 2010: 
 

Due From Due to

Other Funds Other Funds

Redevelopment Agency Debt Service Fund 8,701,900$          -$                     

Redevelopment Agency Capital Projects Fund -                           8,701,900            

Total 8,701,900$          8,701,900$          
 

 

The balance owed to the Redevelopment Agency Debt Service Fund is related to deficit cash balances of the 
Redevelopment Agency Capital Projects Fund at June 30, 2010.  The Redevelopment Agency Capital 
Projects fund will repay the balances in fiscal year 2010-11 when revenues are received by the funds, or 
through a transfer from other fund. 
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4. INTERFUND TRANSACTIONS, Continued 
 
B. Interfund Transfers 
 

Redevelopment Low/Moderate

Agency Capital Income Housing

Transfer Out Projects Fund Special Revenue Total

Redevelopment Agency

Capital Projects Fund -$                         12,091$               12,091$               

Redevelopment Agency

Debt Service Fund 2,725,889            -                           2,725,889            

Total 2,725,889$          12,091$               2,737,980$          

Transfer In

 
 

The Redevelopment Agency Capital Projects fund reimbursed the Low-Moderate Income Housing Special 
Revenue Fund for a correction of expenditures.  
 
The Redevelopment Agency Debt Service Fund purchased property for new Community Center from the 
City. 
 
Interfund transfers were primarily used to fund capital improvements. 
 
 
5. LONG-TERM LOANS RECEIVABLE 
 
The Low-Moderate Income Housing Special Revenue Fund and Capital Projects Fund operate a housing 
rehabilitation loan program, which provides loans to borrowers who meet certain qualifications for the 
purpose of rehabilitating their homes.  The loans are secured by a deed of trust and are normally repaid 
when the home changes ownership. Since the loans are not currently available resources the balance is 
reported as deferred revenue or reserved in the fund financial statements until collected.  On the 
government wide financial statements these loans are recognized as revenue on a full accrual basis of 
accounting. During the fiscal year ended June 30, 2010, $7,090 of loan repayments were received and there 
were $163,365 of new loans issued. The balance of the loans receivable outstanding at June 30, 2010 is 
$794,349. 
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6. LONG-TERM DEBT 
 
The following is a summary of long-term debt transactions for the year ended June 30, 2010: 
 

Balance Balance Due Within Due More 

July 1, 2009 Additions Deletions June 30, 2010 One Year Than One Year

2009 Tax allocation bonds -$                    20,545,000$   -$                    20,545,000$   -$                    20,545,000$   

Bond discount -                      (337,208)         9,635              (327,573)         (9,635)             (317,938)         

Tax allocation loan 1,772,859       -                      (50,521)           1,722,338       52,365            1,669,973       

Advances from the City of Lawndale 11,762,219     2,086,934       (50,000)           13,799,153     -                      13,799,153     

Total 13,535,078$   22,294,726$   (90,886)$         35,738,918$   42,730$          35,696,188$   

Classification

 
A. Bonds Payable 
 
On November 1, 2009, the Agency issued $20,545,000 of Tax Allocation Bonds, Series 2009 to finance public 
improvements and redevelopment. Interest rates range from 2% to 5.6% with interest payable semiannually 
on February 1 and August 1 and principal maturing annually on August 1. The bonds are secured solely by 
future tax increment revenues allocated to the Agency.  As of June 30, 2010, principal and interest 
remaining was $46,476,125. For the current year, principal and interest paid and total tax increment revenue 
were $0 and $0, respectively.  The debt service schedule for the bonds payable is as follows: 
 

Year Ending

June 30, Principal Interest Total

2011 -$                            1,064,550$             1,064,550$             

2012 240,000                  1,062,150               1,302,150               

2013 245,000                  1,056,994               1,301,994               

2014 250,000                  1,050,487               1,300,487               

2015 255,000                  1,042,913               1,297,913               

2016-2020 1,430,000               5,064,819               6,494,819               

2021-2025 1,760,000               4,722,725               6,482,725               

2026-2030 2,275,000               4,201,312               6,476,312               

2031-2035 3,350,000               3,452,350               6,802,350               

3036-2040 4,655,000               2,340,388               6,995,388               

2041-2045 6,085,000               872,437                  6,957,437               

Total 20,545,000$           25,931,125$           46,476,125$           
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6. LONG-TERM DEBT, Continued 
 
A. Bonds Payable, Continued 
 
Tax Allocation Loan Agreement 
 
On April 30, 2002, the Agency entered into a Tax Allocation Loan Agreement with the California 
Infrastructure and Economic Development Bank (CIEDB). The CIEDB has agreed to loan the Agency an 
amount, up to $2,000,000, to be used by the Agency for the Hawthorne Boulevard Revitalization Project. 
The loan is secured by future tax increment revenues and bears interest at a rate of 3.65% per annum. As of 
June 30, 2010, $2,000,000 of the loan proceeds have been disbursed under the loan agreement, of which, 
$1,722,339 principal balance remains outstanding. Principal payment is due annually on August 1 of each 
year. As of June 30, 2010 principal and interest remaining was $2,503,641. For the current year, principal 
and interest paid and total tax increment revenues were $114,309 and $5,083,649 respectively. Interest 
payments are due August 1 and February 1 of each fiscal year.  The loan requires 2.2% of future revenue. 
The debt service schedule for the loan payable is as follows: 
 

Year Ending
June 30, Principal Interest Total

2011 52,365$                  61,910$                  114,275$                
2012 54,277                    59,964                    114,241                  
2013 56,258                    57,946                    114,204                  
2014 58,311                    55,855                    114,166                  
2015 60,439                    53,688                    114,127                  

2016-2020 336,943                  233,061                  570,004                  
2021-2025 403,091                  165,706                  568,797                  
2026-2030 482,224                  85,128                    567,352                  
2031-2032 218,431                  8,044                      226,475                  

Total 1,722,339$             781,302$                2,503,641$             
 

 
B. Advances from the City of Lawndale 
 
The City and Agency have entered into various advances agreements as follows: 
 
In April 1991, the City entered into an agreement with the Agency to fund certain costs for the preparation 
of redevelopment project area designations and plans. The Agency's reimbursement to the City is payable 
solely from incremental property tax revenues, if any, arising from future property tax levies in designated 
project areas. On April 1, 1996, the City renewed the loan agreement with the Agency with deferred interest 
at an annual rate of 7%, compounded quarterly and secured with tax increment funds allocated to the 
Agency. The Agency repaid the principal amount of $500,000 on July 1, 2006. For the current year the total 
interest paid was $50,000 and tax increment revenues were $5,083,659.  At June 30, 2010, the balance of 
$983,165 represents accrued interest. 
 
In 1998, the City entered into an agreement with the Agency to fund $131,238 for various costs. The advance 
will be paid back with future tax increments at a rate of 0% interest. 



City of Lawndale Redevelopment Agency 
Notes to Basic Financial Statements, Continued 
For the year ended June 30, 2010 
 
 

25 

6. LONG-TERM DEBT, Continued 
 
B. Advances from the City of Lawndale, Continued 
 
On July 10, 2000, the City loaned the Agency the principal amount of $7,000,000 from the City's UDAG 
Fund. Interest has accrued on the outstanding loan principal from the time of inception at the rate of 8%. 
However, as of February 17 2004, the City Council approved a change in the interest rate from 8% to 1.63%. 
The rate was changed to reflect the rate of return that the City would have received on its investment if the 
City had not invested its monies in the Agency. The interest rate on the loan is subject to change on a 
quarterly basis based on changes of interest rate fluctuations per the LAIF, which is the City's only 
investment. The effective rate at June 30, 2010 was 0.53%. The loan principal and any accrued interest shall 
be repaid by the Agency out of tax increment funds allocated to and received by the Agency. The Agency 
shall make such repayments to the extent that excess tax increment funds are available at June 30 of each 
year. At June 30, 2010, the outstanding balance was $10,734,109 of which $3,734,109 represents accrued 
interest 
 
In December 2009, the City entered into an agreement with the Agency to fund $980,000 for the purchase of 
a mobile home on Manhattan Beach Boulevard.   The annual interest rate on the advance is 5%.  At June 30, 
2010, the outstanding balance was $1,008,583 of which $28,583 represents accrued interest. 
 
On December 7, 2009, the Agency and the City entered into a purchase and sale agreement of real property 
owned by the City, for a total purchase price of $1,345,000, which approximated the fair value of the 
property. Per the agreement, the City received $433,000 from the Agency’s 2009 Tax Allocation Bond 
proceeds. The remaining $912,000 was established as an interagency loan between the Agency and the City 
at the interest rate of 5.65% per annum. The principal and interest will be repaid by the Agency out of 
excess tax increment funds.  At June 30, 2010, the outstanding balance was $942,058 of which $30,058 
represents accrued interest. 
 
The balance of advances from the City at June 30, 2010 was $13,799,153. 
 
 
7. SUBSEQUENT EVENTS 
 
Agency funds have been estimated for a takeaway by the State of California.  This decision was litigated by 
the California Redevelopment Association and other parties with the hope that this would be considered 
unconstitutional.  The court’s decision is currently being appealed and the results have not yet been 
determined.  The 2009 -10 payment was $1,460,413 and it is anticipated another $300,385 will need to be 
submitted if the ruling is not overturned.   
 
 
8. COMMITMENTS AND CONTINGENCIES 
 
A. Litigation 
 
The Agency is a defendant in certain legal actions arising in the normal course of operations.  In the opinion 
of management, any liabilities resulting from such actions will not have a material adverse effect on the 
Agency’s financial position. 
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8. COMMITMENTS AND CONTINGENCIES, CONTINUED 
 
B. Construction Commitments 
 
The following material construction commitments existed at June 30, 2010: 
 

Expenditures as of Remaining
Project Name June 30, 2010 Commitments

Lawndale Community Center 1,131,790$          12,075,000$        
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1. BUDGETARY INFORMATION 
 
A. Stewardship, Compliance and Accountability 
 
Procedures for establishing the budgetary data reflected in the budgetary comparison schedules are as 
follows: 
 

 The annual budget adopted by the Board provides for the general operation of the Agency.  It 
includes a forecast of revenues for the fiscal year and proposed expenditures. 

 
 The Board approves total budgeted appropriations and any amendments to appropriations during 

the year for all governmental funds. This “appropriated budget” covers substantially all Agency 
expenditures, with the exception of debt service on bond issues which expenditures constitute 
legally authorized “nonappropriated budget.” Actual expenditures may not exceed budgeted 
appropriations at the fund level. All appropriations lapse at year-end unless a carryover is 
authorized by the Agency Director. 

 
 Purchase commitments are recorded as encumbrances when purchase orders or contracts are issued. 

These encumbrances represent an allocation of fund balances. When the related goods or services 
are received, the encumbrance is liquidated and an expenditure and liability for payment to the 
vendor are recorded. 
 

 Budgets for all funds are adopted on a basis consistent with accounting principles generally 
accepted in the United States of America. 
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Budget Comparison Schedule, Low-Moderate Income Housing Fund

Variance with

Final Budget

Final Positive/

Budget Actual (Negative)

REVENUES:

Property taxes 1,005,415$            -$                          (1,005,415)$          
Subventions and grants -                        11,735                   11,735                   
Use of money and property 90,800                   23,059                   (67,741)                 

Total revenues 1,096,215              34,794                   (1,061,421)            

EXPENDITURES:

Current:

Planning and community development 3,350,480              326,669                 3,023,811              

Total expenditures 3,350,480              326,669                 3,023,811              

REVENUES OVER 

(UNDER) EXPENDITURES (2,254,265)            (291,875)               1,962,390              

OTHER FINANCING SOURCES:

Transfers in -                            12,091                   12,091                   

Total other financing sources -                            12,091                   12,091                   

Net change in fund balances (2,254,265)            (279,784)               1,974,481              

FUND BALANCES:

Beginning of year 3,884,521              3,884,521              -                            

End of year 1,630,256$            3,604,737$            1,974,481$            

29



This page intentionally left blank.

30



SUPPLEMENTAL 
INFORMATION

31



City of Lawndale Redevelopment Agency
Schedule of Revenues, Expenditures and Changes in Fund Balances - Budget and Actual
Capital Projects Fund
For the year ended June 30, 2010

Variance with

Final Budget
Final Positive/

Budget Actual (Negative)

REVENUES:

Subventions and grants -$                         1,088$                  1,088$                  

Use of money and property 10,800                  40                         (10,760)                

Other -                           20,670                  20,670                  

Total revenues 10,800                  21,798                  10,998                  

EXPENDITURES:

Current:
General government  40,000                  36,485                  3,515                    

Planning and community development 4,906,801             2,231,498             2,675,303             

Capital outlay 6,607,598             1,286,835             5,320,763             

Total expenditures 11,554,399           3,554,818             7,999,581             

REVENUES OVER 

(UNDER) EXPENDITURES (11,543,599)        (3,533,020)          8,010,579           

OTHER FINANCING SOURCES:

Transfers in -                          2,725,889           2,725,889           

Transfers out (10,356)               (12,091)               (1,735)                 

Total other financing sources (10,356)               2,713,798           2,724,154           

Net change in fund balances (11,553,955)        (819,222)             10,734,733         

FUND BALANCES:

Beginning of year (5,814,672)          (5,814,672)          -                          

End of year (17,368,627)$      (6,633,894)$        10,734,733$       
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City of Lawndale Redevelopment Agency
Schedule of Revenues, Expenditures and Changes in Fund Balances - Budget and Actual
Capital Projects Debt Service Fund
For the year ended June 30, 2010

Variance with

Final Budget
Final Positive/

Budget Actual (Negative)

REVENUES:

Property tax increment 4,021,663$           5,083,649$           1,061,986$           

Use of money and property 200,000                52,900                  (147,100)              

Total revenues 4,221,663             5,136,549             914,886                

EXPENDITURES:

Current:
Planning and community development 2,462,410             2,720,926             (258,516)              

Debt service:
Principal retirement 50,530                  100,521                (49,991)                

Interest and fiscal charges 119,110                328,994                (209,884)              

Cost of bond issuance 1,094,820             781,317                313,503                

Total expenditures 3,726,870             3,931,758             (204,888)              

REVENUES OVER 

(UNDER) EXPENDITURES 494,793                1,204,791             709,998                

 
OTHER FINANCING SOURCES (USES):

Transfers out -                           (2,725,889)           (2,725,889)           

Proceeds from advances -                           2,086,934             2,086,934             

Long term debt issuance 20,540,000           20,207,792           (332,208)              

Total other financing sources (uses) 20,540,000           19,568,837           (971,163)              

Net change in fund balance 21,034,793           20,773,628           (261,165)              

FUND BALANCES:

Beginning of year 13,419,920           13,419,920           -                           

End of year 34,454,713$         34,193,548$         (261,165)$            
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER 
FINANCIAL REPORTING AND ON COMPLIANCE (INCLUDING THE 
PROVISIONS CONTAINED IN THE GUIDELINES FOR COMPLIANCE 

AUDITS OF CALIFORNIA REDEVELOPMENT AGENCIES) AND  
OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL  

STATEMENTS PERFORMED IN ACCORDANCE  
WITH GOVERNMENT AUDITING STANDARDS 

 
 
To the Board of Directors 
      of the City of Lawndale Redevelopment Agency 
Lawndale, California 
 
 
We have audited the basic financial statements of the Lawndale Redevelopment Agency 
(Agency), a component unit of the City of Lawndale, California (City) as of and for the year 
ended June 30, 2010 and have issued our report thereon dated December 22, 2010. We 
conducted our audit in accordance with auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government 
Auditing Standards, issued by the Comptroller General of the United States. 
 
Internal Control over Financial Reporting 
In planning and performing our audit, we considered the Agency’s internal control over 
financial reporting in order to determine our auditing procedures for the purpose of expressing 
our opinion on the financial statements and not to provide assurance on the internal control 
over financial reporting.  Our consideration of the internal control over financial reporting 
would not necessarily disclose all matters in the internal control over financial reporting that 
might be significant deficiencies or material weaknesses. We noted no matters involving the 
internal control over financial reporting and its operation that we consider to be material 
weaknesses.   
 
A control deficiency exists when the design or operation of a control does not allow management 
or employees, in the normal course of performing their assigned functions, to prevent or detect 
misstatements on a timely basis. A material weakness is a deficiency, or combination of 
deficiencies, in internal control, such that there is a reasonable possibility that a material 
misstatement of the Agency’s financial statements will not be prevented, or detected and 
corrected on a timely basis.  
 
Our consideration of the internal control over financial reporting was for the limited purpose 
described in the first paragraph of this section and would not necessarily identify all 
deficiencies in the internal control that might be significant deficiencies and, accordingly, would 
not necessarily disclose all significant deficiencies that are also considered to be material 
weaknesses. We did not identify any deficiencies in internal control over financial reporting 
that we consider to be material weaknesses, as defined above. 
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      of the City of Lawndale Redevelopment Agency 
Lawndale, California  
Page 2 
 
 
Compliance and Other Matters 
As part of obtaining reasonable assurance about whether the Agency’s financial statements are 
free of material misstatement, we performed tests of its compliance with certain provisions of 
laws, regulations, contracts, and grant agreements, noncompliance with which could have a 
direct and material effect on the determination of financial statement amounts.  Such provisions 
included those provisions of laws identified in the Guidelines for Compliance Audits of California 
Redevelopment Agencies, issued by the State Controller and as interpreted in the Suggested Auditing 
Procedures for Accomplishing Compliance Audits of California Redevelopment Agencies, issued by the 
Governmental Accounting and Auditing Committee of the California Society of Certified Public 
Accountants.  However, providing an opinion on compliance with those provisions was not an 
objective of our audit, and accordingly, we do not express such an opinion.  The result of our 
tests disclosed no instances of noncompliance or other matters that are required to be reported 
under Government Auditing Standards. 
 
This report is intended solely for the information and use of management, the Board of 
Directors of the Agency, others within the entity, and the State Controller and is not intended to 
be and should not be used by anyone other than these specified parties. However, this report is 
a matter of public record and its distribution is not limited. 
 

 
Caporicci & Larson, Inc. 
A Subsidiary of Marcum LLP 
Certified Public Accountants 
Irvine, California 
December 22, 2010 






























































































