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INDEPENDENT AUDITORS' REPORT
The Board of Directors
Community Development Commission of the City of Hesperia
Hesperia, California
We have audited the accompanying financial statements of the governmental activities and major fund of
the Community Development Commission of the City of Hesperia (a component unit of the City of
Hesperia) as of and for the year ended June 30, 2016, and the related notes to the financial statements,
which collectively comprise the Commission’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 basic financial statements based on our audit in
accordance with auditing standards generally accepted in the United States of America and the State
Controller’s Minimum Audit Requirements for California Special Districts. 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 auditors’ 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 auditors consider internal control relevant to the Commission’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 Commission’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.
Opinions
In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities and major fund of the Community
Development Commission of the City of Hesperia as of June 30, 2016, 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.
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Emphasis of Matters
As discussed in Note 7 to the financial statements, the Community Development Commission restated the
net position of the governmental activities and the fund balance of the Community Development
Commission Fund. Our opinions are not modified with respect to these matters.
Other Matters
Required Supplementary Information
Accounting principles generally accepted in the United States of America require that the Management’s
Discussion and Analysis and Budgetary Comparison Schedule, identified as Required Supplementary
Information (RSI) in the accompanying table of contents, 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 RSI 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.

Carlsbad, California
January 25, 2017
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MANAGEMENT’S DISCUSSION AND ANALYSIS
Our discussion and analysis of the City of Hesperia’s Community Development Commission
(Commission) financial performance provides an overview of the Commission’s financial
activities for the fiscal year ending June 30, 2016. Please read this in conjunction with the
accompanying basic financial statements.
FINANCIAL HIGHLIGHTS
The Commission’s net position decreased by 7%, or $0.9 million from the June 30, 2015 due
primarily from the following factors listed below:
•

The Commission reseated the net position which resulted in an
This restatement included re-parceling and re-valuation of land
2013-14, transfer of land held for resale to and from the Hesperia
note receivable that resulted from the sale of land during Fiscal
Note 7 for more details on the prior period adjustment.

•

The Commission transferred several parcels of land to Hesperia Community Redevelopment
Agency (Successor Agency) as stated in a letter from the State Department of Finance’s
final acceptance of the Long Range Property Management Plan. The proceeds from the
sale of the parcels of land will be used to pay off any enforceable obligations of the
Successor Agency. The result of the transfer caused an extraordinary loss to the
Commission in the amount of $2.0 million

•

During the year ending June 30, 2016, the Commission’s expenditures exceeded revenues,
resulting in a decrease in net position of slightly over $0.4 million, compared to the previous
year’s decrease, which was slightly under $0.4 million. The previous year's expenditures
totaled $0.5 million compared to the current year’s expenditures of $0.8 million. This
increase in expenditures from the previous year is attributed to more staff time spent on the
Commission’s program objectives.

increase of $1.5 million.
sold during Fiscal Year
Housing Authority, and a
Year 2013-14. Refer to

USING THIS ANNUAL REPORT
This annual report consists of a series of financial statements. The Statement of Net Position
and the Statement of Activities provide information about the activities of the Commission as a
whole and present a long-term view of the Commission’s finances. Fund financial statements
tell how these services were financed in the short term as well as what remains for future
spending. Fund financial statements also report the Commission’s operations in more detail
than the government-wide statements by providing information about the Commission’s most
significant funds.
REPORTING THE COMMISSION AS A WHOLE
The discussion and analysis provided here are intended to serve as an introduction to the
Commission’s basic financial statements. The basic financial statements consist of three
components: 1) government-wide financial statements, 2) fund financial statements, and 3) the
notes to financial statements. This report also includes supplementary information intended to
furnish additional detail to support the basic financial statements themselves.
Government-Wide Financial Statements
One of the most important questions asked about the Commission’s finances is, “Is the
Commission as a whole better off or worse off as a result of this year’s activities?” The
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Government-Wide Statements – The Statement of Net Position and the Statement of Activities –
report information about the Commission as a whole and about its activities in a way that helps
answer this question. These statements include all assets and liabilities using the accrual basis
of accounting method, which is similar to the accounting used by most private-sector
companies. All of the current year’s revenues and expenses are taken into account regardless
of when cash is received or paid.
The statement of net position presents financial information on all of the Commission’s assets,
liabilities, and deferred inflows/outflows of resources, with the difference reported as net
position. Over time, increases or decreases in net position may serve as a useful indicator of
whether the financial position of the Commission is improving or deteriorating.
The statement of activities presents information showing how the Commission’s net position
changed during the most recent fiscal year. All changes in net position are reported as soon as
the underlying event giving rise to the change occurs, regardless of the timing of related cash
flows. Thus, revenues and expenses are reported for some items that will only result in cash
flows in future fiscal periods (e.g., uncollected taxes and earned but unused vacation leave).
The government-wide financial statements can be found on pages 8-9 of this report.
REPORTING THE COMMISSION’S MOST SIGNIFICANT FUNDS
Fund Financial Statements
A fund is a grouping of related accounts that is used to maintain control over resources that
have been segregated for specific activities or objectives. The Commission, like other state and
local governments, uses fund accounting to ensure and demonstrate compliance with financerelated legal requirements. The Commission uses a governmental fund to account for its
operations.
Governmental Funds. Governmental funds are used to account for essentially the same
functions reported as governmental activities in the government-wide financial statements.
However, unlike the government-wide financial statements, governmental fund financial
statements focus on near-term inflows and outflows of spendable resources, as well as on
balances of spendable resources available at the end of the fiscal year. Such information may
be useful in assessing a government’s near-term financing requirements.
Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements.
By doing so, readers may better understand the long-term impact of the government’s near-term
financing decisions. Both the governmental fund balance sheet and the governmental fund
statement of revenues, expenditures, and changes in fund balances provide a reconciliation to
facilitate this comparison between governmental funds and governmental activities.
The basic governmental fund financial statements can be found on pages 10-13 of this report.
Notes to the Financial Statements. The notes provide additional information that is necessary
to acquire a full understanding of the data provided in the government-wide and fund financial
statements. The notes to the financial statements can be found on pages 14-25 of this report.
THE COMMUNITY DEVELOPMENT COMMISSION AS A WHOLE
Our analysis focuses on the net position (Table 1) and changes in net position (Table 2) of the
Commission.
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As noted earlier, net position over time, may serve as a useful indicator of a government’s
financial position. In the case of the Commission, assets and deferred outflows of resources
exceeded liabilities and deferred inflows of resources by $11.7 million, at June 30, 2016.
Table 1
Condensed Statement of Net Position

Current and other assets
Capital assets
Total Assets
Current and other liabilities
Total Liabilities
Net Position:
Net investment in capital assets
Restricted for economic development
Total Net Position

2015
$
317,828
12,333,955
12,651,783

2016
$ 12,394,672
12,394,672

26,793
26,793

701,615
701,615

12,333,955
291,035
$ 12,624,990

11,693,057
$ 11,693,057

Changes from 2015 to 2016
Amount
Percentage
3800%
$ 12,076,844
(12,333,955)
-100%
(257,111)
-2%
674,822
674,822

$

(12,333,955)
11,402,022
(931,933)

2519%
2519%

-100%
3918%
-7%

The following is a brief explanation for the balance changes of Table 1 above for the fiscal year
ending June 30, 2016.
•

Current and other assets increased by 3,800%, or $12.4 million from June 30, 2015
primarily due to the reclassification of land held under capital assets to land held for
resale and a transfer of land held for resale from the Hesperia Housing Authority to the
Commission. There was an increase in time spent on the Commission’s program
activities and without any land sales occurring in the current fiscal year, resulted in the
significant decrease of cash. Also included is a $0.3 million note receivable related to
the sale of land during FY 2013-14. Additional information about the Note Receivable
can be found in Note 5 on page 24.

•

Current and other liabilities of $701,615 represents a $674,822 increase from the
previous fiscal year’s ending balance of $26,793. This is primarily due to the June 30,
2016 negative cash balance of $388,103 that is represented by the Due to Other
Agencies balance which generated this significant increase.
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COMMISSION CHANGES IN NET POSITION
The cost of all Commission activities this year was $0.8 million. This represents a significant
increase of 44% from FY 2014-15 costs of activities of $0.5 million, which is primarily due to the
Commission incurring more costs with their ongoing activities.
Table 2
Changes in Net Position
2015
Revenues
Program revenues:
Charges for services
Operating grants and contributions
General revenues:
Income from money and property
Other
Total revenues
Expenses
Development services
Total expenses
Extraordinary loss (see note 6)
Change in net position
Net position at July 1,
Prior period adjustment (see note 7)
Net position at July 1, restated
Net position at June 30,

$

Changes from 2015 to 2016
Amount
Percentage

2016

47,961
-

$

75,497
28,961
152,419
523,999
523,999
(371,580)
12,996,570
12,996,570
$ 12,624,990

250,000

$

74,876
10,041
334,917
756,832
756,832
(2,010,669)
(2,432,584)
12,624,990
1,500,651
14,125,641
$ 11,693,057

$

(47,961)
250,000

-100%
100%

(621)
(18,920)
182,498

-1%
-65%
120%

232,833
232,833
(2,010,669)
(2,061,004)
(371,580)
1,500,651
1,129,071
(931,933)

44%
44%
-100%
-555%
-3%
100%
9%
-7%

Other significant changes to take note of in Table 2 are:
•

The Community Development Commission did not receive any charges for services
revenue which includes that no reimbursements were received, as was in FY 2014-15,
from the other High Desert Agencies for Opportunities High Desert Collaboration, a
unified effort between High Desert local governments to leverage funds for advertising
and promoting the High Desert communities.

•

The Commission received a $250,000 contribution from the City of Hesperia reserves for
a retail feasibility study along the I-15 corridor for potential future retail development.

•

The net extraordinary loss of $2.0 million was comprised of a transfer of land to the
Successor Agency of the former Hesperia Community Redevelopment Agency. For
more detail, refer to Note 6 in the Notes to the Financial Statements

•

A prior period adjustment of $1.5 million caused an increase in net position from the
previous year due to a re-parceling and re-valuation of a land sale that occurred in FY
2013-14, transfer of land to and from the Hesperia Housing Authority (HHA), and a
deferred inflow for a note receivable. For more detail, refer to Note 7 in the Notes to the
Financial Statements.
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FINANCIAL ANALYSIS OF THE COMMISSION’S FUNDS
At year-end, the Commission’s governmental fund reported a fund balance of $11,679,726
compared to the previous year’s positive fund balance of $199 at June 30, 2015. Without
considering the $250,000 contribution from the City of Hesperia, the revenues totaled $84,876,
a 44% decrease compared to the previous year’s revenue of $152,419. The primary reason for
the Commission’s revenues decreasing was due to the Commission not executing any land
sales and not receiving reimbursement from other High Desert Agencies for Opportunity High
Desert, similar to FY 2014-15. These revenue sources are a key part in funding the ongoing
activities within the Commission. The primary purpose for the Commission’s expenditures
increasing was related to more of the Commission’s actual time spent on program objectives
during the current year as compared to the previous fiscal year of $523,999.
CAPITAL ASSETS
The capital assets of the Commission are those assets that are used in the performance of the
Commission’s functions. At June 30, 2016 capital assets, net of depreciation, of the
governmental activities totaled $0. The capital assets, all of which was land, was reclassified as
land held for resale.
Table 3
Capital Assets at Year-end
Balance at
July 1, 2015
Net of
Accumulated
Depreciation
Governmental Activities:
Land

$
$

12,333,955
12,333,955

Increases

Decreases

$ 681,075
$ 681,075

$ (13,015,030)
$ (13,015,030)

Current Year
Depreciation
$
$

-

Balance at
June 30, 2016
Net of
Accumulated
Depreciation
$
$

-

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES
•

In FY 2016-17, the Commission’s adopted budgeted revenues are anticipated to be $0.2
million, with major revenue from Opportunity High Desert of $0.1 million.

•

In FY 2016-17, the Commission’s adopted budgeted expenditures are $0.7 million,
which is approximately a 17% increase from the FY 2015-16 actual amounts of $0.6
million, reflecting a slight increase in administration expenditures associated with
Opportunity High Desert and other Commission objectives.

•

In FY 2016-17, the expenditures are anticipated to significantly exceed the revenues.
Additional funding of the ongoing activities in the Commission for FY 2016-17 will be
from a contribution of $410,493 from the City of Hesperia’s General Fund. Despite the
positive fund balance of $11,679,726, the Commission has a negative cash balance of
$388,103 due to the insufficient revenue being generated.

CONTACTING THE COMMISSION’S FINANCIAL MANAGEMENT
This financial report is designed to provide our citizens, taxpayers, customers, and creditors with
a general overview of the Commission’s finances and shows the Commission’s accountability
for the money it receives. If you have questions about this report or need additional financial
information, contact the Commission’s Finance Department, at the City of Hesperia, 9700
Seventh Avenue, Hesperia, California 92345.
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COMMUNITY DEVELOPMENT COMMISSION OF THE CITY OF HESPERIA
STATEMENT OF NET POSITION
June 30, 2016

Governmental
Activities

ASSETS
Current Assets:
Receivables:
Accounts receivable
Total Current Assets

$

Noncurrent Assets:
Other Noncurrent Assets:
Land held for resale
Notes receivable
Deposits
Total Other Noncurrent Assets

1,034
1,034

12,102,122
278,185
13,331
12,393,638

Total Assets

12,394,672

LIABILITIES
Current Liabilities:
Accounts payable and other current liabilities
Deposits
Due to other agencies
Unearned revenue

25,327
10,000
388,103
278,185

Total Current Liabilities

701,615

Total Liabilities

701,615

NET POSITION
Restricted for economic development

11,693,057

Total Net Position

$

See accompanying notes to financial statements.
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11,693,057

COMMUNITY DEVELOPMENT COMMISSION OF THE CITY OF HESPERIA
STATEMENT OF ACTIVITIES
For the Year Ended June 30, 2016

Functions/Programs
Expenses
Primary Government
Governmental activities:
Development services
$
756,832
Total governmental activities $
756,832

Net (Expense)
Revenue and
Changes in
Net Position

Program Revenues
Operating
Capital
Charges for Grants and
Grants and
Services
Contributions Contributions

$
$

-

$
$

250,000
250,000

General Revenues:
Income from money and property
Other
Total general revenues
Extraordinary loss (see note 6)
Change In Net Position
Net position at the beginning of year
Prior period adjustment (see note 7)
Net position at the begining of year, restated
Net position at the end of year

See accompanying notes to financial statements.
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$
$

-

Governmental
Activities

$

$

(506,832)
(506,832)

74,876
10,041
84,917
(2,010,669)
(2,432,584)
12,624,990
1,500,651
14,125,641
11,693,057

COMMUNITY DEVELOPMENT COMMISSION OF THE CITY OF HESPERIA
BALANCE SHEET
June 30, 2016

Assets
Assets:
Accounts receivable
Notes receivable
Land held for resale

$

Total Assets

1,034
278,185
12,102,122
12,381,341

Liabilities, Deferred Inflows of Resources, and Fund Balances
Liabilities:
Accounts payable and other current liabilities
Due to other agencies
Deposits

$

Total Liabilities

25,327
388,103
10,000
423,430

Deferred Inflows of Resources:
Unavailable Revenues

278,185

Total Deferred Inflows of Resources

278,185

Fund Balances:
Restricted:
Economic development

11,679,726

Total Fund Balances

11,679,726

Total Liabilities, Deferred Inflows of Resources, and Fund Balances

See accompanying notes to financial statements.
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$

12,381,341

COMMUNITY DEVELOPMENT COMMISSION OF THE CITY OF HESPERIA
RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL
FUNDS TO THE STATEMENT OF NET POSITION
June 30, 2016

Amounts reported for governmental activities in the Statement of Net Position are different because:
Total fund balances - governmental funds.

$ 11,679,726

Deposits with insurance providers to pay for long-term liabilities are not current
financial resources to the governmental funds. These amounts are deferred
and amortized in the Statement of Activities.
Total Net Position

13,331
$ 11,693,057

See accompanying notes to financial statements.
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COMMUNITY DEVELOPMENT COMMISSION OF THE CITY OF HESPERIA
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
For the Year Ended June 30, 2016

Revenues:
Use of money and property
Other revenues

$

Total Revenues

74,876
260,000
334,876

Expenditures:
Current:
Development services

757,471

Total Expenditures

757,471

Excess (Deficiency) of Revenues
Over (Under) Expenditures

(422,595)

Other Financing Sources (Uses):
Extraordinary gain/(loss)

(2,010,669)

Net Change in Fund Balances

(2,433,264)

Fund balances at beginning of period

199

Prior period adjustment

14,112,791

Fund balances at beginning of year, as restated

14,112,990

Fund balances at end of year

$

See accompanying notes to financial statements.

12

11,679,726

COMMUNITY DEVELOPMENT COMMISSION OF THE CITY OF HESPERIA
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
For the Year Ended June 30, 2016

Amounts reported for governmental activities in the Statement of Activities are different because:
Net change in fund balances - total governmental funds

$ (2,433,264)

Recording of long-term deposits are included in governmental activities in the
government-wide statement of activities.
Interest Revenue is recognized when received on the statement of revenues,
expenditures, and changes in fund balances and recognized when incurred
on the statement of activities.
Change in net position of governmental activities

639

41
$ (2,432,584)

See accompanying notes to financial statements.
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COMMUNITY DEVELOPMENT COMMISSION
OF THE CITY OF HESPERIA

NOTES TO BASIC FINANCIAL STATEMENTS

June 30, 2016
1. REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:
a. Reporting Entity:
The Community Development Commission of the City of Hesperia (the Commission), which is
a subsidiary component unit of the City of Hesperia, was established on April 5, 2011 by
Resolution No. 2011-023 of the City Council. The Community Development Commission was
activated when the dissolution of the former Hesperia Community Redevelopment Agency
occurred on February 1, 2012. The Commission develops, manages, and promotes economic
development interests within the City of Hesperia.
The Commission is an integral part of the reporting entity of the City of Hesperia (the City).
The accounts of the Commission have been included within the scope of the basic financial
statements of the City because the City Council has financial accountability over the
operations of the Commission. Only the accounts of the Commission are included herein.
Therefore, these financial statements do not purport to represent the financial position or
results of operations of the City of Hesperia. Upon completion, the financial statements of the
City can be obtained at City Hall.
b. Basis of Presentation:
The accounting policies of the Commission conform to accounting principles generally
accepted in the United States of America as they are applicable to governmental units. The
Governmental Accounting Standards Board (GASB) is the accepted standard setting body for
establishing governmental accounting and financial reporting principles. The more significant
accounting policies reflected in the financial statements are summarized as follows:
Government-Wide Financial Statements:
The government-wide financial statements (i.e., the statement of net position and the
statement of activities) report information on all of the activities of the Commission.
Governmental activities, which normally are supported by taxes and intergovernmental
revenues, are reported separately from business-type activities, which rely to a significant
extent on fees and charges for support. The Commission has no business-type activities.
The statement of activities demonstrates the degree to which the direct expenses of a given
function are offset by program revenues. Direct expenses are those that are clearly
identifiable with a specific function. Program revenues include 1) charges to customers who
purchase, use, or directly benefit from goods, services, or privileges provided by a given
function and 2) grants and contributions that are restricted to meeting the operational or capital
requirements of a particular function. Taxes and other items not properly included among
program revenues are reported instead as general revenues.
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COMMUNITY DEVELOPMENT COMMISSION
OF THE CITY OF HESPERIA

NOTES TO BASIC FINANCIAL STATEMENTS

1. REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):
b. Basis of Presentation (Continued):
Governmental Fund Financial Statements:
The accounting system of the Commission is organized and operated on the basis of one
fund, which is considered to be a separate accounting entity. The fund is accounted for by
providing a separate set of self-balancing accounts that constitute its assets, liabilities, fund
equity, revenues, and expenditures. Governmental resources are allocated to and accounted
for in the fund based upon the purposes for which they are to be spent and the means by
which spending activities are controlled.
Pursuant to the Governmental Accounting Standards Board Statement No. 54, “Fund Balance
Reporting and Governmental Fund Type Definitions”, the fund balance reported on the fund
statements now consist of the following categories:
•

Nonspendable fund balance typically includes inventories, prepaid items, and other items
that by definition are not in spendable form or legally or contractually required to be
maintained intact.

•

The restricted fund balance category includes amounts that can be spent only for the
specific purposes stipulated by constitution, external resource providers, or through
enabling legislation.

•

The committed fund balance classification includes amounts that can be used only for the
specific purposes determined by a formal action of the Commission Board. The
Commission Board has authority to establish, modify, or rescind a fund balance
commitment.

•

Amounts in the assigned fund balance classification are intended to be used by the
Commission for specific purposes but do not meet the criteria to be classified as restricted
or committed. The Executive Director or designee has the authority to establish, modify, or
rescind a fund balance assignment.

•

Unassigned fund balance is the residual classification for the Commission’s fund and
includes all spendable amounts not contained in the other classifications. Unassigned
fund balance in other governmental funds is limited to any negative residual fund balance
after fund balance has been classified as restricted, committed, or assigned.

The Commission only has restricted fund balance as of June 30, 2016.
When expenditures are incurred, the Commission uses the most restrictive funds first. The
Commission would use the appropriate funds in the following order: committed, assigned, and
lastly unassigned amounts.
The Commission’s major fund is described below:
Community Development Commission - used to account for revenues derived from specific
sources that are restricted by law or administrative regulation to expenditures for specific
purposes.
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COMMUNITY DEVELOPMENT COMMISSION
OF THE CITY OF HESPERIA

NOTES TO BASIC FINANCIAL STATEMENTS

1. REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):
c. Measurement Focus:
Measurement focus is a term used to describe “which” transactions are recorded within the
various financial statements.
In the government-wide Statement of Net Position and the Statement of Activities, activities
are presented using the economic resources measurement focus. Under the economic
resources measurement focus, all (both current and long-term) economic resources and
obligations of the government are reported.
In the fund financial statements, the governmental fund is accounted for on a spending or
“financial flow” measurement focus. This means that only current assets and current liabilities
are generally included on the balance sheets. The reported fund balances (net current assets)
are considered a measure of “available spendable resources”. Governmental fund operating
statements present increases (revenues and other financing sources) and decreases
(expenditures and other financing uses) in net current assets. Accordingly, they are said to
present a summary of sources and uses of available spendable resources during a period.
Because of their spending measurement focus, expenditure recognition for governmental fund
types excludes amounts represented by noncurrent liabilities. Since they do not affect net
current assets, such long-term amounts are not recognized as governmental fund type
expenditures or fund liabilities.
Amounts expended to acquire capital assets are recorded as expenditures in the year that
resources were expended, rather than as a fund asset. The proceeds of long-term debt are
recorded as other financing sources rather than as a fund liability. Amounts paid to reduce
long-term indebtedness are reported as fund expenditures.
In the Statement of Net Position, the net position is classified in the following categories:
•

Net investment in capital assets – This amount consists of capital assets net of
accumulated depreciation and reduced by outstanding debt that is attributed to the
acquisition, construction or improvement of the assets.

•

Restricted net position – This amount is restricted by external creditors, grantors,
contributors, or laws or regulations of other governments.

•

Unrestricted net position – This is the portion of the net position that does not meet the
definition of “net investment in capital assets, net of related debt” or “restricted net
position”.

When both restricted and unrestricted resources are combined in a fund, expenses are
considered to be paid first from restricted resources, and then from unrestricted resources.
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COMMUNITY DEVELOPMENT COMMISSION
OF THE CITY OF HESPERIA

NOTES TO BASIC FINANCIAL STATEMENTS

1. REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):
d. Basis of Accounting:
Basis of accounting refers to “when” transactions are recorded regardless of the measurement
focus applied. In the government-wide Statement of Net Position and Statement of Activities,
the governmental activities are presented using the accrual basis of accounting. Under the
accrual basis of accounting, revenues are recognized when earned and expenses are
recorded when the liability is incurred or economic asset used, regardless of the timing of
related cash flows. Revenues, expenses, gains, losses, assets, and liabilities resulting from
exchange and exchange-like transactions are recognized when the exchange takes place.
In the fund financial statements, governmental funds are presented using the modified-accrual
basis of accounting. Their revenues are recognized when they become measurable and
available as net current assets. Measurable means that the amounts can be estimated, or
otherwise determined. Available means that the amounts were collected during the reporting
period or soon enough thereafter to be available to finance the expenditures accrued for the
reporting period. The Commission considers revenues to be available if they are collected
within 60 days of the end of the current fiscal period.
Revenue recognition is subject to the measurable and availability criteria for the governmental
fund in the fund financial statements. Exchange transactions are recognized as revenues in
the period in which they are earned (i.e., the related goods or services are provided). Locally
imposed derived tax revenues are recognized as revenues in the period in which the
underlying exchange transaction upon which they are based takes place.
Imposed
nonexchange transactions are recognized as revenues in the period for which they were
imposed. If the period of use is not specified, they are recognized as revenues when an
enforceable legal claim to the revenues arises or when they are received, whichever occurs
first. Government-mandated and voluntary nonexchange transactions are recognized as
revenues when all applicable eligibility requirements have been met.
e. New Accounting Pronouncements:
Current Year Standards:
In Fiscal Year 2015-2016, the Commission implemented Governmental Accounting Standards
Board (GASB) Statement No. 72, ''Fair Value Measurement and Application” GASB Statement
No. 72 requires the Commission to use valuation techniques which are appropriate under the
circumstances and are a market approach, a cost approach or income approach. GASB
Statement No. 72 establishes a hierarchy or inputs used to measure fair value consisting of
three levels. Level 1 inputs arc quoted prices in active markets for identical assets or
liabilities. Level 2 inputs are inputs, other than quoted prices included with in Level l that are
observable for the asset or liability, either directly or indirectly. Level 3 inputs are
unobservable inputs, and typically reflect management's estimates of assumptions that market
participants would use in pricing the asset or liability. GASB Statement No. 72 also contains
note disclosure requirements regarding the hierarchy of valuation inputs and valuation
techniques that were used for the fair value measurements. There was no material impact on
the Commission’s financial statements as a result of the implementation of GASB Statement
No. 72.
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REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):
e. New Accounting Pronouncements (Continued):
GASB Statement 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", was required to be implemented in the current
fiscal year, except for those provisions that address employers and governmental
nonemployer contributing entities for pensions that are not within the scope of Statement 68,
which are effective for periods beginning after June 15, 2016, and did not impact the
Commission.
GASB Statement No. 76 - “The Hierarchy of Generally Accepted Accounting Principles for
State and Local Governments”, was required to be implemented in the current fiscal year and
did not impact the Commission at June 30, 2016.
GASB Statement No. 79 - "Certain External Investment Pools and Pool Participants”, was
required to be implemented in the current fiscal year, except for certain provisions on portfolio
quality, custodial credit risk, and shadow pricing, which are effective for periods beginning after
December 15, 2015, and did not impact the Commission.
Pending Accounting Standards:
GASB has issued the following statements which may impact the Commission’s financial
reporting requirements in the future:
•

GASB Statement 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 provisions that address
employers and governmental nonemployer contributing entities for pensions that are not
within the scope of Statement 68, which are effective for periods beginning after
June 15, 2016.

•

GASB Statement No. 74 - “Financial Reporting for Postemployment Benefit Plans Other
Than Pension Plans”, effective for periods beginning after June 15, 2016.

•

GASB Statement No. 75 - “Accounting and Financial Reporting for Postemployment
Benefits Other Than Pensions”, effective for periods beginning after June 15, 2017.

•

GASB Statement No. 77 - “Tax Abatement Disclosures”, the requirements of this
Statement are effective for reporting periods beginning after December 15, 2015.

•

GASB Statement No. 78 - "Pensions Provided through Certain Multiple-Employer
Defined Benefit Pension Plans", effective for periods beginning after December 15, 2015.

•

GASB Statement No. 79 - "Certain External Investment Pools and Pool Participants", the
certain provisions on portfolio quality, custodial credit risk, and shadow pricing, is
effective for periods beginning after December 15, 2015.

•

GASB Statement No. 80 - "Blending Requirements for Certain Component Units",
effective for periods beginning after June 15, 2016.

•

GASB Statement No. 81 - “Irrevocable Split-In Interest Agreements", effective for periods
beginning after December 15, 2016.

18

COMMUNITY DEVELOPMENT COMMISSION
OF THE CITY OF HESPERIA

1.

NOTES TO BASIC FINANCIAL STATEMENTS

REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):
e. New Accounting Pronouncements (Continued):
•

GASB Statement No. 82 - “Pension Issues—an amendment of GASB Statements No.
67, No. 68, and No. 73”, effective for periods beginning after June 15, 2016.

f. Cash and Investments:
Investments are stated at fair value (quoted market price or best available estimate thereof,
see Note 2).
g. Deferred Outflows/Inflows of Resources:
In addition to assets, the statement of net position will sometimes report a separate section for
deferred outflows of resources. This separate financial statement element, deferred outflows
of resources, represents a consumption of net position that applies to a future period(s) and so
will not be recognized as an outflow of resources (expense/ expenditure) until then. The
Commission does not have any type of these items at June 30, 2016.
In addition to liabilities, the statement of net position will sometimes report a separate section
for deferred inflows of resources. This separate financial statement element, deferred inflows
of resources, represents an acquisition of net position that applies to a future period(s) and so
will not be recognized as an inflow of resources (revenue) until that time. The Commission
has the following item that qualifies for reporting in this category:
•

Unavailable Revenue – This item arises only under a modified accrual basis of
accounting. Accordingly, the item, unavailable revenues, is reported only in the
Commission’s fund balance sheet.

h. Receivables:
All accounts, taxes, and service receivables are shown net of an allowance for uncollectibles.
i.

Use of Estimates:
The preparation of financial statements in conformity with generally accepted accounting
principles 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 expenses during the reporting period. Actual results could differ
from those estimates.

2. CASH, CASH EQUIVALENTS, AND INVESTMENTS:
Equity in Cash and Investment Pool of the City of Hesperia:
The Commission does not have a separate bank account; however, the Commission’s cash and
investments are maintained in an investment pool managed by the City of Hesperia. The
Commission is a voluntary participant in that pool. This pool is governed by and under the
regulatory oversight of the Investment Policy adopted by the City Council of the City of Hesperia.
The Commission has not adopted an investment policy separate from that of the City of Hesperia.
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2. CASH, CASH EQUIVALENTS, AND INVESTMENTS: (Continued):
The fair value of the Commission’s investment in this pool is reported in the accompanying
financial statements at amounts based upon the Commission’s pro-rata share of the fair value
calculated by the City for the entire City portfolio. The balance available for withdrawal is based
on the accounting records maintained by the City, which are recorded on an original cost basis.
Cash and Investments:
Cash and investments at June 30, 2016 are classified in the accompanying financial statements
as follows:
STATEMENT OF NET POSITION:
Current Assets:

June 30, 2016

Cash and cash equivalents
Total cash and investments

$

0

$

0

At June 30, 2016, pooled cash of the City of Hesperia temporarily covered the Commission’s
$388,103 negative cash balance with a corresponding due to other agencies. In the City of
Hesperia’s June 30, 2016 Comprehensive Annual Financial Report, the Commission’s fund
references a due to other funds liability of $388,103 which reflects the temporary advance by the
City’s General Fund to cover the Commission’s negative cash balance. This table shows $0 for
the Commission’s cash balance at June 30, 2016.
Investments Authorized by the California Government Code and the Commission’s Investment
Policy:
The table below identifies the investment types that are authorized for the Commission by the
California Government Code (or the Commission’s investment policy, where more restrictive).
The table also identifies certain provisions of the California Government Code (or the
Commission’s investment policy, where more restrictive) that address interest rate risk, and
concentration of credit risk.

Authorized Investment Type
U.S. Treasury Obligations
U.S. & State or Local Agency Securities
Banker’s Acceptances
Commercial Paper
Negotiable Certificates of Deposit
Repurchase Agreements
Local Agency Investment Fund (LAIF)
Medium-Term Notes
Mutual & Money Market Funds
Collateralized Bank Deposits
Investment Pools
Municipal Bonds

Maximum
Maximum Percentage
Maturity
Of Portfolio

Maximum
Investment
In One Issuer

5 years
5 years
180 days
270 days
5 years
1 year
N/A
5 years
90 days
5 years
N/A
5 years

None
None
5%
None
None
None
None
None
None
None
None
None
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100%
100%
25%
15%
25%
20%
100%
30%
20%
10%
30%
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2. CASH, CASH EQUIVALENTS, AND INVESTMENTS: (Continued):
Disclosures Related to Interest Rate Risk, Credit Risk, Custodial Credit Risk and Fair Value
Measurements:
The Commission’s cash and cash equivalents are pooled with the City of Hesperia’s cash and
investments. Additional disclosures regarding the pooled investments related to interest rate risk,
credit risk, custodial credit risk and fair value measurments are available in the City of Hesperia’s
Comprehensive Annual Financial Report.
3. SELF-INSURANCE RISK POOL:
The Commission, through the City of Hesperia, is a member of the Public Entity Risk
Management Authority (PERMA), a joint powers authority for the purpose of achieving savings on
insurance premiums. Disclosures regarding these policies are available in the City of Hesperia’s
Comprehensive Annual Financial Report.
4. PENSION PLAN AND OTHER POST EMPLOYMENT BENEFIT OBLIGATIONS:
The employees of the Commission participate in the defined benefit pension plan and the other
post-employment benefit plan of the City of Hesperia. Disclosures regarding these plans are
available in the City of Hesperia’s Comprehensive Annual Financial Report.
5. NOTES RECEIVABLES:
Notes receivable at June 30, 2016 include the following:
Sultan Financial Hesperia, LLC:
In October 2013, the Commission entered into a loan agreement with Sultan Financial Hesperia,
LLC. (a California limited liability corporation). This agreement constitutes the sale of land sold by
the Commission to Sultan Financial Hesperia, LLC for a loan amount of $270,000. The
agreement is secured by a deed of trust on the property. The term of the note is 10 years at a
permanent interest rate of 5.505%. Sultan Financial Hesperia, LLC will make annual interest only
payments at the end of each of the first nine (9) years. At the end of the tenth (10th) year (FY
2023-24), Sultan Financial Hesperia, LLC will make a payment of the outstanding principal and
remaining accrued interest, unless there is an occurrence of an Event of Acceleration. The
balance of the loan outstanding at June 30, 2016 was $278,185.
6. EXTRAORDINARY LOSS:
Some of the land held by the Commission is deemed to be owned by the Successor Agency of the
former Hesperia Community Redevelopment Agency (HCRA) based on the analysis conducted by
the Commission. Per the direction in a letter from the State Department of Finance’s final
acceptance of the Long Range Property Management Plan, the parcels of land that are to be
transferred to the Successor Agency totaled $2,010,669. As the parcels of land are sold, the
proceeds will be used to pay off any enforceable obligations of the Successor Agency. The result
of the transfer caused an extraordinary loss to the Commission in the amount of $2,010,669.
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7. PRIOR PERIOD ADJUSTMENT:
The Commission reclassified Land totaling $10,433,957 to Land Held for Resale because the
intended use of the land is to sell and generate revenue for the Commission. This adjustment is
reflected in the Statement of Revenues, Expenditures, and Changes in Fund Balances.
During Fiscal Year 2013-14, the Commission transferred of Land Held for Resale to the Hesperia
Housing Authority which was legally owned by the Commission. Based on the Long Range
Property Management Plan, the Land Held for Resale was transferred to the Commission totaling
$1,668,165. This adjustment is reflected on the Statement of Revenues, Expenditures, and
Changes in Fund Balances.
During Fiscal Year 2013-14, the Commission sold a portion of three (3) parcels of land to Sultan
Financial Hesperia, LLC. After the sale of the land was completed, the three (3) parcels were remeasured and combined into two (2) parcels. The result of the transaction in FY 2013-14 was the
Commission sold one (1) parcel and retained the other re-measured parcel. Two (2) of the three
(3) parcels carrying amounts were removed from the Commission’s capital assets without
adjusting the re-measured parcel retained by the Commission which caused the loss on the sale
of land in FY 2013-14 to be overstated. In FY 2015-16, an adjustment was made to correct the
overstated loss on the sale of land. Since the three (3) parcels were combined into two (2)
parcels, the Commission’s book values of the three (3) parcels were combined and half of the total
is the revised book value of the one (1) parcel retained by the Commission in the amount of
$227,083. This correction is reflected on the Statement of Activities.
In Fiscal Year 2015-16, a parcel of land held by the Commission was deemed to be owned by the
Hesperia Housing Authority after an analysis of the Commission’s Land Held for Resale. The
parcel of land to be transferred to the HHA totaled $116,412.
Finally, the notes receivable of $278,185, as stated in note 5, was not included on the statement of
net position deferred inflows of resources in Fiscal Year 2013-14 causing the previous net position
to be overstated. This adjustment is reflected on the Statement of Activities.
8. SUBSEQUENT EVENT:
In the upcoming Fiscal Year, the Commission’s budgeted expenditures are expected to exceed the
budgeted revenues. Due to the insufficient revenue generated by the Commission’s operations, a
contribution of $410,493 from the City of Hesperia’s General Fund is anticipated to fund the
ongoing operations for FY 2016-17. This contribution to the Commission creates concern of the
Commission’s ability to generate adequate revenue to fund the continuing activities within the
Commission. An assessment of the long-term function of the Commission will be undertaken
during FY 2016-17.
.
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BUDGETARY COMPARISON SCHEDULE
For the Year Ended June 30, 2016

Budgeted Amounts
Original
Final
Fund Balance, July 1 as restated

Actual

Variance with
Final Budget

$ 14,112,990

$ 14,112,990

$ 14,112,990

75,655
433,004
112,500

75,655
433,004
112,500

74,876
260,000
-

(779)
(433,004)
260,000
(112,500)

Amount Available For Appropriations

621,159

621,159

334,876

(286,283)

Charges to Appropriations (Outflows):
Current:
Development services

563,605

813,605

757,471

56,134

563,605

813,605

757,471

56,134

Resources (Inflows):
Use of money and property
Proceeds from sale of capital asset
Other
Charges for Services

Total Charges to Appropriations
Extraordinary gain/(loss)
Excess of Resources Over
(Under) Charges to Appropriations
Fund Balance, June 30

-

57,554
$ 14,170,544
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-

(192,446)
$ 13,920,544

$

-

(2,010,669)

(2,010,669)

(2,433,264)

(2,240,818)

$ 11,679,726

$ (2,240,818)
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NOTE TO REQUIRED
SUPPLEMENTARY INFORMATION

June 30, 2016

1. BUDGETARY DATA:
In conjunction with the City of Hesperia’s budgeting process, the Commission adopts annual
operating budgets for the governmental funds each year. The Commission's Board approves
each year's budget submitted by the City Manager prior to the beginning of the new fiscal year.
The Board conducts public hearings prior to its adoption. Supplemental appropriations, when
required during the period, are also approved by the Board. Increases in annual expenditures
require approval by the Board. Interdepartmental budget changes are approved by the City
Manager. In most cases, expenditures may not exceed appropriations at the fund level for each
fund. At fiscal year-end, all operating budget appropriations lapse. However, encumbrances at
year end are reported as reservations of fund balance. Budgets for the governmental funds are
adopted on a basis consistent with generally accepted accounting principles.
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