










































































































































































CITY OF NEWMAN
NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2007

F. Long-Term Debt-continued
Certificates of Participation

The City issued certifications of participation in May of 1991 to assist in financing the acquisition,
construction, and improvement of their wastewater treatment facilities. The total amount of the issue
was $3,590,000 with interest rates ranging from 4.5% to 6.74%.

The City refunded these certificates in November 1999. The total amount of the issue was
$3,455,000 with interest rates ranging from 3.6% to 5.3%. The bonds payable as of June 30, 2007
were $2,315,000.

Year Ending
June 30
Principal Interest Total
2008 165,000 115,298 280,298
2009 170,000 107,872 277,872
2010 180,000 100,052 280,052
2011 190,000 91,592 281,592
2012 195,000 82,330 277,330
2013-2017 1,150,000 225,840 1,375,840
2018 265,000 41,212 306,212
Total 2,315,000 764,196 3,079,196

The following is a summary of changes in the City’s long-term debt and other long-term liabilities
during the year ended June 30, 2007:

Beginning Ending Due Within
Balance Additions Deductions Balance One Year

Governmental Activities:

Loans Payable 229,813 263,822 (  273,224) 220,411 32,412
Certificate of Participaqtion 3,095,000 0 ( 115,000) 2,980,000 120,000
Compensated Absences 101,023 0 ( 15,641) 85,382 0
Long-term liabilities of
Governmental Activities: 3,425,836 263,822 ( 403,865) 3,285,793 152,412
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NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2007

F. Long-Term Debt-continued

Beginning Ending Due Within
Balance Additions Deductions Balance One Year

Business-Type Activities:

Bonds 906,000 0 ( 39,0000 867,000 41,000
Certificates of Participaton 2,470,000 0 ( 155,000) 2,315,000 165,000
Compensated Absences 41,160 775 0 41,935 0
Long-term habilities of
Business-Type Activities 3,417,160 775 ( 194,000) 3,223,935 206,000

G. Payables And Other Liabilities

Payables at June 30, 2007 for the City’s individual major funds and nonmajor funds in the aggregate
are as follows:

Public Nonmajor
Storm Facility Govern-
General Drain CDBG Improvements mental Total
Governmental Activities:
Vendors 234,057 26,780 827 504 167,104 429,272
Developer Deposits 629,681 770,563 0 0 111,268 1,511,512
Total 863,738 797,343 827 504 278,372 1,940,784
Water Sewer Total
Business-Type Activities:
Vendors 21,215 110,566 131,781
Customer Deposits 20,955 0 20,955
Developer Deposits 100,990 0 100,990
Total 143,160 110,566 253,726

IV. OTHER INFORMATION

A. Risk Management

The City of Newman participates with other public entities in a joint exercise of powers agreement,
which establishes the Central San Joaquin Valley Risk Management Authority (CSJVRMA). The

relationship between the City and CSJVRMA is such that CSTVRMA isnot a component unit of the
City for financial reporting purposes.
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The City is covered for the first $1,000,000 of each general liability claim and $250,000 of each
workers’ compensation claim through the CSJVRMA. The City has the right to receive dividends or
the obligation to pay assessments based on a formula which, among other expenses, charges the
City’s account for liability losses under $10,000 and workers’ compensation losses under $10,000.
The CSJVRMA participates in an excess pool which provides general liability coverage from
$1,000,000 to $10,000,000. The CSJVRMA participates in an excess pool that provides workers’
compensation coverage from $250,000 to $500,000 and purchases excess insurance above the
$500,000 to the statutory limit. The CSIVRMA is a consortium of fifty-four (54) cities in San
Joaquin Valley, California. It was established under the provisions of California Government Code
Section 6500 et seq. The CSJVRMA is governed by a Board of Directors, which meets 3-4 times per
year, consisting of one member appointed by each member city. The day-to-day business is handled
by a management group employed by the CSTVRMA. ’

The financial position and results of operations for the CSJVRMA, as 6f June 30, 2006, are
presented below:

Total Assets | 49,563,898
Total Liabilities 39,892,507
Total Net Assets : 9,671 391
Total Liabilities & Retained Earnings 49,563,898
Total Revenues for Year 20,490,628
Total Expenses for Year 20,110,945
Net Income for Year 379,683

At the termination of the joint powers agreement and after all claims have been settled, any excess
deficit will be divided among the cities in accordance with its governing documents.

B. Commitments and Contingencies

The City of Newman is a party in various lawsuits. Although the outcome of these lawsuits is not
presently determinable, it is the opinion of the City's counsel that resolution of these matters will not
have a material adverse effect on the financial condition of the City.

C. Employee Retirement Systems and Plans
The City contributes to the California Public Employees’ Retirement System (PERS), an agent
multiple-employer public employee defined benefit pension plan. PERS provides retirement and

disability benefits, annual cost-of-living adjustments, and death benefits to plan members and
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beneficiaries. PERS acts as a common investment and administrative agent for participating public
entities within the State of California. Benefit provisions and all other requirements are established
by state statute and city ordinance. Copies of PERS’ annual financial report may be obtained from
their Executive Office — 400 P Street — Sacramento CA 95814.

Participants are required to contribute 7% (9% for public-safety employees) of their annual covered
salary. The City makes the contributions required of the City employees on their behalf and for their
account. The contribution requirements of plan members and the City are established and may be
amended by PERS. The City is required to contribute at an actuarially determined rate. The current
rate is 11.226% for non-safety employees, 28.932% of police employees, of annual covered payroll.
PERS has determined that because of past funding and investment earnings, current employer
contributions are not required for miscellaneous employees and public-safety employees of the city

For June 30, 2007, the City’s annual pension cost was $308,611 due to excess PERS funds
determined as part of the June 30, 2006, actuarial valuation using the entry age normal actuarial cost
method. The actuarial assumptions include (a) 7.75% investment rate of return (net of administrative
expenses), (b) projected annual salary increases that vary by duration of service, and (c) 3.25% per
year cost-of-living adjustments. Both (a) and (b) include an inflation component of 3%. The
actuarial value of PERS assets were determined using techniques that smooth the effects of short-
~ term volatility in the market value of investments over a four-year period (smoothed market value).
PERS unfunded actuarial accrued liability is being amortized as a level percentage of projected
payroll on a closed basis. The remaining amortization period at June 30, 2006, was five years for
prior service unfunded, and 15 years for remaining unfunded.

THREE-YEAR TREND INFORMATION FOR PERS

Fiscal Annual Pension Cost Percentage of Net Pension

Year (APC) APC Contributed Obligation
06/30/05 $308,522 100% 0
06/30/06 $409,326 100% 0
06/30/07 $308,611 100% 0

E. Prior Period Adjustments

Several prior period adjustments were made to the June 30, 2006 financial statements as follows:
Governmental- Type Activities:

Record Westside Village low-income housing project

loan receivable that was not previously recorded in the CDBG
or Redevelopment Agency funds 1,189,790
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Correction to beginning balances of low-income housing loans
in the CDBG fund

Correction to beginning accumulated deprecation balance for
Governmental fixed assets

Write-off of incbrrect accrued interest payable in the general
long-term debt account group

Record Ventura note payable in the general long-term debt account
group. This loan was not previously recorded on the City’s books.

Total governmental-type activities prior period adjustment

Business-Type Activities:
Write-off of incorrect accrued interest payable
Correction to beginning accumulated depreciation balances

Total business-type activities prior period adjustment
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CITY OF NEWMAN

. REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF FUNDING PROGRESS

PUBLIC EMPLOYEES RETIREMENT SYSTEM

DEFINED BENEFIT PENSION PLAN

The schedules of funding progress below show the recent history of the actuarial value of assets, actuarial
accrued liability, their relationship, and the relationship of the unfunded actuarial accrued liability (UAAL)
to payroll for the City's two defined benefit pension plans. The following schedules are a consolidation of
cities that have the same retirement system; 2 percent at age 55.

FUNDED STATUS OF THE SAFETY PLAN

Entry Age Unfunded .
Normal Actuarial Liability Annual UAAL as a
Valuation Date Accrued Value of (Excess Assets) Funded Covered  Percentage
(June 30) Liability Assets (UAAL) Status Payroll of Payroll
2006 7,278,049,834  6,102,615,567  1,175,434,267 83.8% 754,730,438  155.7%
2005 6,367,049,264 5,295,150,375 1,071,898,889 82.2% 664,147,796  161.4%
2004 5,383,921,942  4,424,586,846 959,335,096 83.8% 575,296,434  166.8%

FUNDED STATUS OF THE MISCELLANEOUS PLAN

Entry Age Unfunded
Normal Actuarial Liability Annual UAAL as a
Valuation Date Accrued Value of (Excess Assets) Funded Covered  Percentage
(June 30) Liability Assets (UAAL) Status Payroll of Payroll
2006 1,280,157,040 1,133,294,807 146,862,233 88.5% 304,898,179 69.1%
2005 872,346,612 729,556,809 142,789,803 83.6% 203,995,039 70.0%
2004 681,517,006 573,260,380 108,256,626 84.1% 160,107,449 62.8%
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COMBINING FINANCIAL STATEMENTS

NON-MAJOR GOVERNMENTAL FUNDS

Special Revenue Funds

Program Income Miscellaneous- To account for miscellaneous income.
Park Facility Fee- To account for developer fees related to parks.

State Grants- To account for various grants received from the State of California. Funds are
used for community development.

Safety Grants- To account for Federal grants. Historically most of the grants are police related
but could include other departments.

Gas Tax- To account for state gas tax revenues collected based on population. The revenues may

be expended for street and road repair, maintenance, design, construction and traffic signal
design and installation.

Local Transportation- To account for Local Transportation Funds received from STANCOG as
a pass thru of gas and sales tax funds to be used for improvements to transportation related areas.

Asset Forfeiture- To account for money received by the Police Department as a result of Asset
Forfeiture. The funds are used to augment the SLENET Task Force which is currently run by the
State Department of Justice.

Volunteer Fund- To account for fundraising and donated income raised to support the City’s
Police Department.

Business License Surcharge- To account for revenues generated by a portion of the business
licenses collected.

Lighting and Landscaping District- To account for the money received from residences in
certain districts who pay an assessment based on the benefit they receive. These funds are used
to cover the costs of street lighting and landscape maintenance in their specific zones.

Contingency Fund- To account for funds reserved for emergency or contingent needs. These

funds are only to be used at the direction of the City Council for emergencies or unplanned
needs.
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COMBINING FINANCIAL STATEMENTS

NON-MAJOR GOVERNMENTAL FUNDS

Special Revenue Funds

Capital Repair & Replacement- To account for internally derived depreciation expense used to
establish a capital reserve fund.

Gifts & Trust Fund- To account for donations made to the City with various specified
purposes. -
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CITY OF NEWMAN

COMBINING BALANCE SHEET

NONMAJOR GOVERNMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30, 2007
WITH COMPARATIVE ACTUAL AMOUNTS FOR JUNE 30, 2006

Assets
Cash And Investments
Cash with Fiscal Agent
Accounts Receivable
Loans Receivable
Due From Other Funds

Total Assets

Liabilities And Fund Balances

Liabilities
Accounts Payable
Compensated Absences
Other Liabilities
Due To Other Funds
Total Liabilities

Fund Balances
Reserved
Unreserved

Total Fund Balances
Total Liabilities
And Fund Balances

Special Revenue
Program Park
Income Facility State Safety Abandoned Gas
Misc. Fee Grants Grants Vehicle Tax
Fund Fund Fund Fund Program Fund
1,484 626,751 1,100 ( 722) 2,403 0
0 0 0 0 0 0
0 0 0 725 1,607 14,900
0 0 0 0 0 0
0 0 0 0 0 0
1,484 626,751 1,100 3 4,010 14,900
0 113,857 0 14,921 247 0
0 0 0 0 0 0
0 110,546 0 0 0 0
0 0 0 0 0 0
0 224,403 0 14,921 247 0
0 0 0 0 0 0
1,484 402,348 1,100 (_ 14,918) 3,763 14,900
1,484 402,348 1,100 (__ 14,918) 3,763 14,900
1,484 626,751 1,100 3 4,010 14,900
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Special Revenue

Total
County Business Lighting Capital Non-Major
Asset Local CDBG License Landscape Repair Special
Forfeit Transportation Construction Surcharge District  Contingency Replacement Revenue Funds
Fund Fund Fund Fund Fund Fund Fund 2007 2006
923 480,258 205,484 18,945 195,835 186,640 553,281 2,272,382 1,868,041
0 0 0 0 0 0 0 0 0
0 28,581 164,777 0 6,468 0 0 217,058 139,766
0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0
923 508,839 370,261 18,945 202,303 186,640 553,281 2,489,440 2,007,807
0 3,345 2,290 0 9,989 0 22,455 167,104 5,177
0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 110,546 0
0 0 0 0 0 0 0 0 0
0 3,345 2,290 0 9,989 0 22,455 277,650 5,177
0 0 0 0 0 0 0 0
923 505,494 367,971 18,945 192,314 186,640 530,826 2,211,790 2,002,630
923 505,494 367,971 18,945 192,314 186,640 530,826 2,211,790 2,002,630
923 508,839 370,261 18,945 202,303 186,640 553,281 2,489440 2,007,807

59



CITY OF NEWMAN

COMBINING STATEMENT OF REVENUES, EXPENDITURES,

AND CHANGES IN FUND BALANCE
NONMAJOR GOVERNMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30, 2007

WITH COMPARATIVE ACTUAL AMOUNTS FOR JUNE 30, 2006

Special Revenue
Program Park
Income Facility State Safety Abandoned Gas
Misc. Fee Grants Grants Vehicle Tax
Fund Fund Fund Fund Program Fund
Revenues
Investment Earnings 82 36,408 243 3 0 4,581
Intergovernmental 0 0 5,000 725 6,621 0
Property Taxes 0 0 0 0 0 0
Other Taxes 0 0 0 0 0 190,625
Impact Fees 0 107,622 0 0 0 0
Licenses And Permits 0 0 0 0 0 0
Service Charges And Miscellaneous 0 0 0 0 0 0
Total Revenues 82 144,030 5,243 728 6,621 195,206
Expenditures
General Government 0 0 0 0 0 0
Public Safety 0 0 0 0 3,393 0
Public Works 0 0 4,560 0 0 0
Community Development 0 58,370 0 0 0 0
Culture And Leisure 0 0 0 0 0 0
Debt Service
Principal 0 0 0 0 0 0
Interest & Other Charges 0 0 0 0 0 0
Capital Outlay 0 381,165 0 17,055 0 0
Total Expenditures 0 439,535 4,560 17,055 3,393 0
Excess(Deficiency) Of Revenues
Over Expenditures 82 295,505) 683 ( 16,327) 3,228 195,206
Other Financing Sources (Uses)
Operating Transfers In 0 0 0 1,409 0 0
Operating Transfers Out 0 0 0 0 0 ( 180,306)
Total Other Financing Sources (Uses) 0 0 0 1,409 0 ( 180,306)
Net Change In Fund Balances 82 295,505) 683 ( 14,918) 3,228 14,900
Fund Balance - Beginning 1,402 697,853 417 0 535 0
Prior Period Adjustment 0 0 0 0 0 0
Fund Balance - Ending 1,484 402,348 1,100 ( 14,918) 3,763 14,900
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Special Revenue

Total
County Business Lighting Capital Non-Major
Asset Local County License = Landscape Repair Special
Forfeit Transportation CDBG Surcharge District Contingency Replacement Revenue Funds
Fund Fund Fund Fund Fund Fund Fund 2007 2006
43 19,529 0 1,327 7,628 12,389 36,727 118,960 39,874
0 157,033 396,848 0 0 0 0 566,227 595,266
0 0 0 0 0 0 0 0 0
0 0 0 0 172,975 0 0 363,600 294,122
0 0 0 0 0 0 0 107,622 261,688
0 0 0 12,815 0 0 0 12,815 28,275
367 1,491 0 0 0 0 113,654 115,512 173,942
410 178,053 396,848 14,142 180,603 12,389 150,381 1,284,736 1,393,167
0 0 0 15,848 0 0 7,096 22,944 33,527
0 0 0 0 0 0 0 3,393 41,375
0 0 0 0 0 0 0 4,560 4,989
0 0 28,877 0 116,915 0 0 204,162 98,593
0 0 0 0 0 0 0 0 8,423
0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0
0 6,266 0 0 0 0 257,135 661,621 233,242
0 6,266 28,877 15,848 116,915 0 264,231 896,680 420,149
410 171,787 367,971 ( 1,706) 63,688 12,389 ( 113,850) 388,056 973,018
0 0 0 0 0 0 0 1,409 364,823
0 0 0 0 0 0 (_ 180,306) (_ 236,282)
0 0 0 0 0 0 0 (178,897 128,541
410 171,787 367,971 ( 1,706) 63,688 12,389 ( 113,850) 209,160 1,107,960
513 333,707 0 20,651 128,626 174,251 644,676 2,002,630 894,670
0 0 0 0 0 0 0 0 0
923 505,494 367,971 18,945 192,314 186,640 530,826 2,211,790 2,002,630
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REPORT ON COMPLIANCE AND ON INTERNAL CONTROL
- -OVER FINANCIAL REPORTING
BASED ON AN AUDIT OF GENERAL PURPOSE
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT
- AUDITING STANDARDS

To The City Council
City of Newman
State of California

We have audited the general-purpose financial statements of the City of Newman, State of California,
as of and for the year ended June 30, 2007 and have issued our report thereon dated September 30,
2007. We conducted our audit in accordance with generally accepted auditing standards and
Government Auditing Standards, issued by the Comptroller General of the United States.

As part of obtaining reasonable assurance about whether the City of Newman’s general-purpose
financial statements are free of material misstatement, we performed tests of its compliance with
certain provisions of laws, regulations, contracts and grants, noncompliance with which could have a
direct and material effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit and, accordingly, we do
not express such an opinion. The results of our tests disclosed no instances of noncompliance that are
required to be reported under Government Auditing Standards.

In planning and performing our audit, we considered the City of Newman’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 material weaknesses.
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A material weakness is a condition in which the design or operation of one or more of the internal
control components does not reduce to a relatively low level the risk that misstatements in amounts
that would be material in relation to the financial statements being audited may occur and not be
detected within a timely period by employees in the normal course of performing their assigned
functions. We noted no matters involving the internal control over financial reporting and its
operation that we consider to be material weaknesses.

This report is intended for the information of the audit committee, management and the Newman
City Council. However, this report is a matter of public record and its distribution is not limited.

CLonderfun Dund + C@W\Q&rf\a/, (c—

CLENDENIN BIRD & COMPANY, PC

Modesto, California
September 30, 2007
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REPORT ON COMPLIANCE WITH LAWS AND REGULATIONS
BASED ON AN EXAMINATION OF GENERAL-PURPOSE FINANCIAL
STATEMENT PERFORMED IN ACCORDANCE WITH THE
CALIFORNIA TRANSPORTATION DEVELOPMENT ACT

To The City Council
City of Newman
State of California

We have audited the general-purpose financial statements of the City of Newman, State of California
for the year ended June 30, 2006, and have issued our report thereon dated September 30, 2007. Our
audit was made in accordance with generally accepted auditing standards and the standards for
financial and compliance audits contained in the California Administrative Code Section 6664 of the
Transportation Development Act and the allocation instructions of the Stanislaus Area Association
of Governments, and accordingly included such tests of the accounting records and such other
auditing procedures as we considered necessary in the circumstances.

The management of the City of Newman is responsible for the City’s compliance with laws and
regulations. In connection with our audit referred to above, we selected and tested transactions and
records to determine the City’s compliance with laws and regulations, noncompliance with which
could have a material effect on the general-purpose financial statements of the City.

In our opinion the City of Newman Transportation Development Act funds were accounted for in
conformance with the applicable laws, rules and regulations of the Transportation Development Act
and the allocation instructions of the Stanislaus Council of Governments.

CLENDENIN BIRD & COMPANY, PC

Modesto, California
September 30, 2007
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