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FINANCIAL SECTION
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MANAGEMENT'S DISCUSSION AND ANALYSIS

This section of the Redevelopment Agency of the City of Cotati's financial report presents our
discussion and analysis of the Agency's financial performance during the fiscal year that ended
on June 30, 2009,

FINANCIAL HIGHLIGHTS

¢ The Agency's total net assets increased by about $§ 749,323 over the course of this year's
operations; primarily because fax increment and other revenues exceeded total expenses for
the fiscal vear.

= The Agency's expenses in fiscal 2000 were about $ 2,307,016, This was about 57 percent
increase over similar expenses in fiscal 2008. The main reason for the increase was the
$897,552 spend on projects within the project area; mainly the East Cofati Avenue
infrastructure improvement project. The related improvements were considered as contributed
to the City and were therefore expensed and not capitalized by the Agency.

e Incremental property tax revenues declined to $ 2,727,910 in the 2009 fiscal year, This is a
decraase of approximately 5§ % from fiscal year 2008,

e Investment revenues, both unrestricted and program related, decreased in 2009 by about 30
percent compared to 2008 due io lower investment returns and less cash being invested for the
year,

OVERVIEW OF THE FINANCIAL STATEMENTS

This financial report consists of three parts —~ management’s discussion and analysis (this
section), the basic financial statements and note disclosures, and required supplementary
information. The basic financial statements include fwo kinds of statements that present different
views of the Agency:

o The first two statements are government-wide financial statements that provide both long-term
and short-term information about the Agency's overall financial status.

e The remaining statements are fund financial statements that focus on individual parts of the

Agency, reporting the Agency's operafions in more detail than the government-wide
statements.

- The governmental funds statements tell how general government services like community
development projects were financed in the short term as well as what remains for fuiure
spending.

The financial statements also include notes that explain some of the information in the financial
statements and provide more detailed dafa. The statements are followed by a section of required
supplementary information that further explains and supporis the information in the financial
staternents.

Figure A-1 summarizes the major features of the Agency's financial statements, including the
portion of the Agency they cover and the types of information they contain. The remainder of this
overview section of management's discussion and analysis explains the structure and contents of
each of the statements.



MANAGEMENT'S DISCUSSION AND ANALYSIS

Major Features of the Agency's Government-Wide and Fund Financial Statements

Govermment-Wide
Statements Fund Statements

Scope . Entire Agency The activities of the Agency that are not
proprietary or fiduclary, such as community
devetopment projects, capital puilay, and debt

senvice

Renuired financial ° Statement of net assets o Balance sheet

stalemenis

° Statement of activities ® Statement of revenues, expendiiures, and
changes in fund balances

Accounting basis and o Accruat accounting and Modified accrual accounting and current

mgasuremeni focus economic resourses focus financial resources focus

Type of assevliability « All assets and liabilities, both financial Only assets expected to be used up and

information and capital, and short-term and leag-termn liabililes that  come due during the year or
soon thereafter; no capital assets included and
no fong-term debt obligations included

Type of inflowfoutfiow « Al revenues and expenses during year, Revenues for which cash is received during or

information regardless of when cash is received or soon after the end of the year; expenditures

paid when goods or services have been received

and payment is due duting the year or soen
thereafter

Government-Wide Statements

The government-wide statements report information about the Agency as a whole using
accounting methods similar to those used by private-sector companies. The statement of net
assets includes all the government's assets and liabilities. All of the current year's revenues and

expenses are accounted for in the statement of aclivities regardiess of when cash Is received or
paid.

The two government-wide statements report the Agency's nef assefs and how they have
changed. Net assets — the difference between the Agency's assets and liabilities — is one way fo
measure the Agency's financial health, or position.

e Over time, increases or decreases in the Agency's net assels are an indicator of whether its
financial health is improving or deteriorating, respectively.

The governmeni-wide financial statements of the Agency are divided into one category:
o Governmental activities — All of the Agency's basic services are included here, such as the

administration, projects, and debt service. Incremental property taxes and bond proceeds
have In the past financed most of these activities.



MANAGEMENT'S DISCUSSION AND ANALYSIS

Fund Financizl Statements

The fund financial statements provide more detailed information about the Agency's most
significant funds - not the Agency as a whole. Funds are accounting devices that the Agency
uses o keep track of specific sources of funding and spending for particular purposes, The major
funds in use are:
= The Tax Increment Fund is used to keep track of tax increment revenues other than amounts
required to be placed in the Low and Moderate Income Housing Fund.

e The Low and Moderate Income Housing Fund is required by law to be maintained to account

for the 20 percent set-aside of tax increment required to be used to provide and or improve
low and income moderate housing.

o The Agency's Debt Service Fund which is used to maintain debt service reserve funds and to

accumulate resources for the purpose of paying principal and interest on obligations of the
Agency

» The Agency's 2001 Tax Allocation Bond Fund used to account for unspent bond proceeds
and major capital projects.

The Agency has only one kind of fund type:

e Governmental funds — All of the Agency's basic services are included in governmental funds,
which focus on (1) how cash and other financial assefs that can readily be converted to cash
flow in and out and (2) the balances left at year-end that are available for spending.
Consequently, the governmental funds statements provide a detailed short-term view that helps
you determine whether there are more or fewer financial resources that can be spent in the
near future fo finance the Agency's programs. Because this information does not encompass
the additional long-term focus of the government-wide statements, we provide additional
information at the bottom of the governmental funds statement, or on the subsequent page, that
explains the relationship (or differences) between them.

FINANCIAL ANALYSIS OF THE AGENCY AS A WHOLE

Net Assets. The Agency's combined net assets increased by about $ 748,300 between fiscal
years 2008 and 2008. {See Table A-1.)

Table A-{
City of Cotati's Redevelopment Agency's Net Assets
{rounded to nearest thousand)

Total

Percentage

Governmentat Activities Change

2009 2008 2008-2008
Cash and other assets $ 8,708,600 3 8,264,200 5.4%
Long-term notes receivable 1,637,100 1,605,800 1.9%
Capital assets 3,827,800 3,627,800 0.0%
Total assets 13,974,500 13,498,600 3.5%
Long-term debt outstanding 11,660,000 11,910,000 2.1%
Other Habitities 259 100 282 500 -8.2%
Total liabilities 11,919,100 12,192,600 -2.2%

Net assets

invested in capital assets, net . {7,750,500} (6,385,800) 21.8%
Restricted 5,336,200 5,193,800 2.7%
Unrestricted 4 468,700 2478000 80.4%
Total net assets $ 2,055400 $ 1,306,100 80.3%




MANAGEMENT'S DISCUSSION AND ANALYSIS

This increase in net assets in fiscal year 2009 was mainly the result of the increase in assets heid
in the Low and Moderate Housing Fund. Total agency revenues decreased by 7.1 percent, and
expenses increased about 57 percent compared fo fiscal 200. At year-end, the Agency had about
$8.5 million in cash and investments available for agency activities including required debt service
reserves.

Changes in net assets. The Agency's total operating revenues in 2008 decreased fo a total of
about $3.05 million. (See Table A-2.). Tax increment revenues decreased by about § % and
interest revenues decreased by about 28 %. About 89% of the Agency's revenue comes from
incrementat property taxes; the remaining 11% comes from investment earnings and other
revenues.

The total cost of all programs and services increased by about $843,800 or about 57 percent
more than in fiscal 2008, The increase was largely due fo the improvements on East Cotati
Avenue.

In fiscal 2009, the Agency had an increase in net assets of $749,300. This was about a BY
percent increase over net assets at the end of fiscal 2007,

Agency Governmental-Type Activity Revenues - Fiscal Year 2009

Coniribution

Interest andi c:iher

10 %

B 'Tax Increment

Interest
nOther
Tax increment
89 %

Agency Governmental-Type Activity Expenses - Fiscal Year 2009

Projects interest
40 % 24 % Binterest
BPRersonnel

Cth - B 8ervices

er T

! T e nGther Operatin
Qperatmg/ | Personnel : pereine
13 % 14 % BProjects
Services
2%

" The most significant revenue decrease was a $144,900 decrease in tax increment revenues in
fiscal 2009. About 14 percent of the Agency's expenses were for personnel costs, another 9
percent was for services, about 24 percent for interest on borrowed funds and about 53 percent
for projects and other costs.



MANAGERMENT'S DISCUSSION AND ANALYSIS

Total 2009 expenses increased by $843,800 in fiscal 2008, There were declines in all major
expense categories in fiscal 2009 except for projects and other expenses.

Table A-2

Changes in the Agency's Net Assets

{rounded fo nearest hundred)

Total Percentage

Governmental Activitles Change
2008 2008 2008-2009
Revenues
General revenues
Property taxes $ 2727000 $ 2,872,800 -5.0%
Interest including program interest ' 297,300 415,200 -28.4%
Other program revenues 1,100 2.727.3%
Total revenues 3,056,300 3,289,100 ~7.4
Expenses
Personnel 323,700 350,300 -7.6%
Professional services 216,100 244,700 -11.7%
Other operating expenseas 282,500 148,100 90.7%
Projects 921,000 142,600 545.8%
Interest 583,700 577,500 -2.4%
Total expenses 2,307,000 1,463,200 57.7%
Change in net assets 748,300 1,825,800 -58.9%
Net assets beginning of year 1,306,100 {519,800}
Net assets, end of year $2,055,400 $1,306,100 57.4%,

FINANCIAL ANALYSIS OF THE AGENCY'S FUNDS

As the Agency completed the year, its governmental funds reported a combined fund balance of
about $8.41 million, an increase of about $ 483,000 compared to fund balances at the end of

fiscal 2008.

The combined ending $8.41 million fund balance consisted of;

About $ 2.4 Million in the Tax Increment Fund to be used for future projects and activities
About $ 4.2 Million in the Low and Moderate income Housing Fund
About $ 1.1 Million the debt service fund to be used to pay principal and interest on the tax

allocation bonds

e About $657,000 in the 2001 Tax Allocation Bond Fund representing unspent bond

proceeds

The net changes in fund balances for the 2009 fiscal year were:

e« About a $ 561,500 increase in the Tax Increment Fund

e About a $750,700 increase in the Low and Moderate Income Housing Fund as a resuit of

spending being less than current year fund revenues.
About a $2,000 increase in the debt service fund

About a $831,000 decrease in the 2001 Tax Aliocation Bond Fund.



MANAGEMENT'S DISCUSSION AND ANALYSIS

Major Special Revenue Fund Budgetary Highlights

Over the course of a year, the Agency may have a need to revise its adopted budget. When
budget amendments are made, the amendments would fall into two categories:

+ Changes made at the midyear budget review for unanticipated revenues and costs.

e Increases in appropriations to prevent budget overruns.

During the 2009 fiscal year, the Agency's budget for Low and Moderate Income Housing
Special Revenue Fund (and also the budgets for all other funds) were amended. Actual
expenditures in this fund were $ 56,599 less than final budget amounts, This positive spending
variance from budget existed primarily because the $100,000 budgeted for new housing loans
was not used in fiscal 2009 .

CAPITAL ASSET AND DEBT ADMINISTRATION
Capital Assets

The Agency at the end of fiscal year 2009 had about $ 3.83 million invested in capital assets.
About $2.9 million is invested in land held for development purpose. Additional information about
capital assets of the Agency can be found on page 20 of the notes to the financial statements,

Long-term Debi

The long-term debt obligations of the Agency were about $11.7 million at the end of 2009, and
consisted primarily of the $11,860,000 in tax allocation bonds, Al debt service paymenis were
made as required and debt service reserve requirements were maintained by the Agency.
Additional information about the Agency's long-term obligations ¢an be found in the notes fo the
basic financlal statements on pages 20 ~ 22.

ECONOCMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES

The Agency’s management considered many factors when setting the fiscal year 2009 budget,
such as Agency goals, expected growth in tax increment revenue, and anticipated funding for
housing and other projects.

For the 2010 fiscal year, the Agency's budget includes the following:

= Tax increment revenue {otaling approximately $ 2.9 million which amount represents
about an anticipated 7.5 percent decrease over fiscal year 2008.

o Increased expenditures from approximately $2.1 million to about $3.0 million, an increase
of 43 percent from 2009 fiscal year. This resulis primarily from an increase in
appropriations for capital projects.

o At year end, the Agency's low and moderate income housing fund had excess funds (as
defined by regulations) of $974,157 . The Agency is required under regulations to expend
or encumber surplus funds, as defined, within a statutory 3 year period, pay the excess
over to ancther housing agency, or be subject to sanctions imposed under regulations.
The Agency intends fo resolve this issue and utilize the excess funds for housing related
purposes.



MANAGEMENT'S DISCUSSION AND ANALYSIS

CONTACTING THE AGENCY'S FINANCIAL MANAGEMENT

This financial report is designed fo provide our citizens, taxpayers, customers, and investors and
creditors with a general overview of the Agency's finances and to demonstrate the Agency's
accountability for the money it receives. If you have questions about this report or need additional
financial information, contact the Administrative Services Director, City of Cotati, 201 West Sierra
Avenue, Cotati, California 94931.



REDEVELOPMENT AGENCY OF THE CITY OF COTATI
Statement of Net Assels
Governmental Activities
June 390, 2009

ASSETS 2008
Cash and investmenis 3 6,673,007
Net receivables 14,545
Prepaymenis 3,770
Total current assets 6,691,322
Noncurrent assets:
Restricted cash and investments 1,864 665
Notes receivable 1,637,125
Debt issuance costs 153,653
Net capifal assets 3,627,812
Total noncurrent assets 7,283,255
Total assets $ 13,974,577
LIABILITIES
Current liabilities
Accounts payable $ 151,300
Due to other governments 3,118
interest payable 185,392
Compensated absences 47 466
Bonds, notes , and agreements due in one year 255,000
Total current liabilities 642,276
Nencurrent liabilities due in more than one year
Tax allocation bonds 11,405,000
Discount on sale of bonds {128,082)
Total noncurrent liabilities 11,276,918
Total liabitities 11,816,194
MNET ASSETS
invested in capital assets,
net of related debt (7,750,453)
Restricted for;
BPebt service 1,103,945
Housing projects 4,232,190
Unrestricted 4,469,701
Total net asseis(deficit) $ 2,055,383

See accompanying notes {0 the bagic financial stateements
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Redevelopment Agency of the City of Cotati
Balance Sheet
Governmental Funds

June 30, 2002
Low and
Moderate
Tax Income Debt 2001 Tax Projects Totat
increment Housing Service Allocation  Administration Governmental
Fund Fund Fund Bond Fund Fund Funds
ASSETS
Cash and investments $2400802 $ 4263205 $1,103945 $ 780720 % - $ 8537672
Receivables:
interest 6,840 - - - - 8,840
Taxes 1,705 ~ - - - 7.705
Prepayments - 566 3,204 3,770
Long-{erm notes receivable 1,016,048 621,076 - - - 1,637,125
Total assets $3,440306 $ 4884847 $1,103945 § 760720 B 3204 % 10,193,112
LIABILITIES
AND FUND BALANCES
Liabilifles:
Accounts payable $ 16814 % 31581 & - § 102819 % 86 % 151,300
Due to other governments - - - - 3,118 3,118
Deferred revenue 1,015,048 621,076 - - ~ 4,837,125
Total liabilities 1,032,863 652,857 - 102,818 3,204 1,791,543
Fund balances:
Unreserved:
Designated for:
Capital projects - - - 687,801 - 657,901
Debt service - - 1,103,945 - - 1,103,845
Undesignated 2,407 533 4,232 180 - - 6,638,723
Total fund balances 2,407 533 4,232 160 1,103,048 657,901 - 8,401,569
Total liabilities and fund balances $3,440,386 § 4,884,847 $1,103,845 $ 7680720 § 3,204 3 10,193,112
Totat Governmental Fund Balances 8,401,569
Amounts reported for governmental activities in the
statement of net assets are different because:
Capital assets are not current financial resources
and therefore are not reporied in the funds 3,627,812
Bond issuance costs are not current financial resources and are not reported in the funds 153,653
Discount on the sale of bonds is not a current asset and is not reporied in the funds 128,082
Interest payable is not due and payable in the curvent period and is therefore not reported
in the funds {185,382)
Compensated absences are not due and payable and are therefore ot recorded in the funds (47,468)
L ong-ierm receivables are off set by deferred revenue in the funds, but are not deferred
in the statement of net assets 1,637,128
Long-term debt obligations are not due and
payable in the current peried and therefore are not reported in the funds. (11,660,000)
Net Assets of Governmentel Activities $ 20585383 -

See accompanying notes to the basic financial statements
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Redevelopment Agency of the City of Cotati
Statement of Revenues, Expenditures, and
Changes in Fund Balances
Governmental Funds
For the Fiscal Year Ended June 30, 2009

l.ow and
Tax Moderate 2001 Tax Projects Total
tnerement Income Debt Service  Allocation  Administration Governmental
Fund Housing Fund Bond Fund Fund Funds
REVENUES
Property taxes, incremental $1,875235 & 852675 & - % - % - 3 2,727,810
interest and rents 82,078 144,271 4 838 66,061 - 297,248
Total revenues 1,857,313 056,948 4838 66,061 - 3,025,158
EXPENDITURES
Current;
Community development:
Administration - 254 571 - - 500,710 755,281
Other agencies - 6,824 1,400 - 68,884 76,808
Capital outlay - - “ 897,522 897,622
Debt service:
Principal - - 250,000 - - 250,000
Interest - - 562,354 - - 562,354
Total expenditures - 261,385 813,754 897,522 560,394 2,542,065
Excess {deficiency) of revenues
over (underlexpenditures 1,857,313 735,551 (808,916} (831,461} {569,394) 483,093
OTHER FINANCING
SOURCES(USES)
Transfers in - 80,573 811,208 - 1,305,784 2,287,563
Transfers out (1,395,784) (65,389) ~ - {826,380) {2,287,563)
Tofal other financing sources{uses) (1,385,784) 15,184 811,206 - 569,304 -
Net change in fund balances 561,628 750,735 2,290 (831,461) - 483,093
Fund balances, Juiy 1 1,846,004 3,481 485 1,101,655 1,489,362 - 7,918,476
Fund balances, June 30 $2407533 34232190 $1,103945 $ 667901 % - & 8,401,565

See accompanying notes to the basic financial statements

12



REDEVELOPMENT AGENCY OF THE CITY OF COTAT!
Reconciliation of the Statement of Revenues,
Expenditures and Changes in Fund Balances of
Governmental Funds to the Statement of Activities
For the Fiscal Year Ended June 30, 2008

Net Change in Fund Balances - Total Governmental Funds

Amounts reported for governmental activities in the
statement of activities are different because:

Governmental funds report interest expenditures when paid, but
in tha statement of activities interest expense is accrued as
payable in each accounting period
Cther items are recorded as expenses in the statement of activities
but do not require the use of current financial resources and are not
recorded as expenditures in the funds

Bond issuance costs and discounts are reported as expenditures in the funds,
but are capitalized and amortized fo expense in the statement of activities

Increases in deferred revenue are recorded as revenues in the statement of activities ,
but are not reported as current financial rescurces in the funds

Repayment of long-term debt principal is an expenditure in the
governmental funds, but the repayment reduces long-term liabilities
in the statement of net assets

Net adjustment to reconcile to changes in net assets

Change in Net Assets of Governmental Activities

See accompanying notes {o the basic financial statements
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$ 483,093

2,633

(6,314)

(14,270)

31,181

250,000
266,230

$ 749,323



1.

REDEVELOPMENT AGSENCY OF THE CITY OF COTATI
Notes to the Basic Financial Statements
June 30, 2009

Summary of Significant Accounting Policies
A. Reporting Entity

Component unif. The Redevelopment Agency of the City of Cotati is a separate entity created for
the purpose of revitalizing and improving the condition of the City through the removal of blight,
construction of public improvements, and stimulation of business. The Agency is governed by
members of the City Council, and it is reported as if i were part of the primary governmeant
because the City Council has ultimate control of the Agency. The Agency's activities are
accounted for as part of the City's special revenue fund types within the governmental activities
section of the City's financial report. These separate financial statements present financial data
for only the Redevelopment Agency.

B. Government-Wide and Fund Financial Statemenis

The government-wide financial statements (i.e., the statement of net assets and the statement of
changes in net assets) report information on all of the nonfiduciary activities of the Agency. For
the most part, the effect of interfund activity has been removed from these statements.
Governmental activities, which normally are supported by taxes and infergovernmental revenues,
are reporied separately from business-type activifies, which rely to a significant extent on fees
and charges for support. The Agency has no business-type activities.

The statement of activities demonstrates the degree fo which the direct expenses of a given
function or segment are offset by program revenues. Direct expenses are those that are clearly
identifiable with a specific function or segment. Program revenues include 1) charges fo
customers or applicants who purchase, use, or directly benefit from gooeds, services, or privileges
provided by a given function or segment and 2) grants and contributions that are resiricted to
meeting the operational or capital requirements of a particular function or segment. Taxes and

other items not properly included among program revenues are reported instead as general
revenues.

Separate financial ststements are provided for governmental funds. Maior individual
governmental funds are reported as separate coiumns in the fund financial statements.

€. Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The govemment-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting. Revenues are recorded when earned
and expenses are recorded when a liability is incurred, regardless of the timing of related cash
flows. Property faxes are recognized as revenues in the year for which they are levied. Granis
and similar items are recognized as revenue as soon as all eligibility requirements imposed by
the provider have been met,

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as
soon as they are both measurable and available. Revenues are considered o be available when
they are collectible within the current period or soon enough thereafter to pay liabilities of the
current period. For this purpose, the government considers revenues fo be available if they are
collected within 60 days of the end of the current fiscal period.

14



REDEVELOPMENT AGENCY OF THE CITY OF COTATI
Notes to the Basic Financial Statements
June 30, 2009
Note 1 Summary of Significant Accounting Policies (Continued)

C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation
(Continued)

Expenditures generally are recorded when a liability is incurred, as under accrual accounting.
However, debt service expenditures, as well as expenditures related to compensated absences
and claims and judgments, are recorded only when payment is due. Property taxes and interest
associated with the current fiscal period are all considered o be susceptible to accrual and so
have been recognized as revenues of the current fiscal period. All other revenue items are
considered to be measurable and available only when cash is received by the government.

The Agency reports the following major governmental funds:

The Tax Increment Fund is used o account for tax incremeni revenues other than the tax

increment revenues required to be set aside into the Agency's Low and Moderate Income
Housing Fund.

The Low and Moderate income Housing special revenue fund accounts for the resources
accumnulated to provide low and moderate income housing as well as to account for the 20
percent of tax increment set-aside required by law to be deposited into this fund.

The Debt Service Fund is used to accumulate resources for the payment of principal and
interest on long-term debt obligations of the Agency.

The 2001 Tax Allocafion Bond Fund is used to account for the unspent bond proceeds
related to the 2001 fax allocation bonds.

The Projects Administration Fund is used to account for the administrative costs of operating
the Agency and other uses of tax increment revenues,

As a general rule the effect of interfund activity has been eliminated from the government-wide
financial statements.

Amounts reported as program revenues include 1) charges to customers or applicants for goods,
services, or privileges provided, 2) operating grants and contributions, and 3) capital grants and
contributions. internally dedicated resources are reported as general revenues rather than as
program revenues. Likewise, general revenues include all taxes.

D. Asset, Liabiliffes, and Net Assets or Equity
1. Deposits and Investments

State statutes authorize the Agency to invest in obligations of the U.S. Treasury, commercial
paper, corporate bonds, repurchase agreements, the State Treasurer's investment Pool, and
other permitted investments. The Agency has followed a policy of investing its idle cash primarily
only with the City of Cotati in the City's pooled investments ,direct investments in the State of
California Local Agency investment Fund, and in money market funds heid by trustees.

investments for the Agency are reported at fair value. The State Treasurer's Invesiment Pool
operates in accordance with appropriate state laws and regulations. The reported value of the
pool is the same as the fair value of the pool shares.

Activity between funds that are representative of lending/borrowing arrangements outstanding at
the end of the fiscal year are referred to as either "due toffrom other funds® (i.e., the current
portion of interfund loans) or “advances foffrom other funds’ (i.e., the non-current portion of

interfund loans). All other outstanding balances between funds are reported as “due to/from other
funds.”
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REDEVELOPMENT AGENCY OF THE CITY OF COTATI
Motes to the Basic Financial Statements
June 30, 2009

Note 1. Summary of Significant Accounting Policies (Continued)
D. Assets, Liabijities, and Net Assets or Equity(Continued)
2. Receivables and Payables (Continued)

Advances between Agency funds, if any are reported in the fund financial statements, are offset
by a fund balance reserve account in applicable government funds fo indicate that they are not
available for appropriation and are not expendable available financial resources.

All trade and property tax receivabiles are not shown net of an allowance for uncoilectibles.

Property taxes are levied as of March 1 on property values assessed as of the same date. State
statutes provide that the property tax rate be limited generally to one percent of market vaiue, be
levied by only the County, and be shared by applicable jurisdictions. The County collects the
taxes and distributes them to taxing jurisdictions on the basis of assessed valuations subject to
voter-approved debt Property faxes are due on November 1 and March 1, and become
delinquent on December 10 and April 10. The Agency receives property taxes pursuant to an
arrangement with the County known as the “Teeter Plan”. Under the plan, the County assumes
responsibility for the collection of delinquent taxes and pays the full allocation to the Agency. The
Agency recognizes property tax revenues in the fiscal year in which they are due to the Agency.

3.  Inventories and Prepaid ltems

All inventories are valued at cost using the first-inffirst-out (FIFO) method. inventories of
governmental funds are recorded as expenditures when purchased.

Certain payments to vendors reflect costs applicable to future accounting periods and are
recorded as prepaid items in both government-wide and fund financial statements.

4. Capital Assels

Capital assets, which include property, plant, equipment, and infrastructure assets (e.g., roads,
bridges, sidewalks, and similar iterms), are reported in the applicable governmental -type activities
coiumns in ihe governmentwwide financial statements. Capilal asseis are defined by the
government as assets with an initial, individual cost of more than $§ 1,000 ($50,000 for
infrastruciure type assets) and an estimated useful fife in excess of one year. Such assets are
recorded at historical cost or estimated historical cost if purchased or constructed. Donated
capital assets are recorded at estimated fair market value at the date of donation.

Under the GASB 34 Implementation Rules, the Agency was not required to record infrastructure
assets existing or acquired prior to July 1, 2003; and the Agency has not recorded such assets.
The Agency may elect to record such infrastructure assets in the future.

5. Compensated Absences

It is the Agency's’ policy fo permit employees o accumulate earned but unused vacation and sick
pay benefits. The obligation for these liabilities is recorded in the government-wide financial
staternents when the liability is incurred; and they are recorded in the fund financial statements
enly when payment is due such as for employee terminations.

8. Long-ferm Obligations

in the governmeni-wide financial statements, long-term debt and other long-term obligations are
reporied as liabilities in the applicable governmental activities type statement of net assats.
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REDEVELOPMENT AGENCY OF THE CITY OF COTAT!
Notes o the Basic Financial Statements
June 30, 2009

Note 1 Summary of Significant Accounting Folicies (Continued)

D. Assets, Liabilities, and Net Assets or Equity (Continued)

7. Fund Equity

In the fund financial statements, governmental funds report reservations of fund balance for
amounts that are not available for appropriation or are legally restricted by outside parties for use
for a specific purpose. Designations of fund balance represent tentative management plans that
are subject to change.

2. Reconciliation of Government-Wide and Fund Financial Statements

A. Explanation of Certain Differences Between the Governmenial Fund Balance Sheet
and the Government-wide Statement of Net Assets

The governmental fund balance sheet includes a reconciliation between fund balance - total
governmental funds and net assets — governmental activities as reporied in the government-wide
statements of net assets. One element of that reconciliation explains that "long-term liabilities”
are not due and payable in the current period and are therefore not reported in the funds. The
details of this $ 11,680,000 difference are as follows:

Long-Term Debt Obligations:

Tax afiocation bonds $ 11,660,000

Net adjustment to decrease fund balance iotal governmental
Funds to arrive af net assets - governmental activities 3 (11,660,000

B. Explanation of Certain Differences Between the Governmental Fund Statement of
Revenues, Expenditures, and Changes in Fund Balances and the Government-Wide
Statement of Activities

The governmental fund statement of revenues, expenditures, and changes in fund balances
includes a reconciliation between net changes in fund balances — fotal governmental funds and
changes in net asseis of governmental activities as reported in the government-wide statement
of activities. One element of that reconciliation explains that proceeds of long-term debt provide
current financial resources to governmental funds, but issuing debt increases long-term liabilities
in the statement of net assets. The details of this $ 266,230 difference are as foliows:

Repayments of long-term debt recorded

as expenditures in the funds $ 250,000
Decrease in accrued interest payable 2,633
Other items 13,697

Net adjustment to decrease nelf changes in fund balances ~
total governmental funds to arrive at changes in nef assels
of governmental activities 266,230
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REDEVELOPMENT AGENCY OF THE CITY OF COTATI
MNotes to the Basic Financial Statementis
June 30, 2609

3. Stewardship, Compliance, and Accountability
A. Budgetary Information

Annual budgets are adopted on a basis consistent with generally accepted accouniing principles
for all governmental funds. All annual appropriations lapse at fiscal year end. On or before the
end of each fiscal year, all agencies of the City submit requests for appropriations to the City
Manager so that a budget may be prepared. The proposed budget is presented to the Council
for review. The Council holds public hearings and a final budget is approved by the Council. The
appropriated budget is prepared by fund, function, and department. Transfers of appropriations
between departments require the approval of the City Manager. The legal level of budgetary
control (i.e., the level at which expenditures may not legally exceed appropriations) is the fund
level. The Council made several supplemental budgetary appropriations throughout the year,
The supplemental budgetary appropriations made were not material. Encumbrance accounting
is employed in governmental funds.

4. Detailed Notes on All Funds
A. Deposits and Investments

Deposits and investments consisted of the following at June 30, 2009;

State Local Agency Investment Fund(LAIF) $ 7,908,677
investments with bank trustee 628,895
Totals $ 8537672

Custodial credit risk-tdeposits. Custodial credit risk is the risk that in the event of a bank failure,
the Agency's deposits may not be returned to it. The Agency holds no separate demand
deposiis.

Investments af June 30, 2008 consisted of;

Investiment Maturity Fair Value
State nvestment Poolfl AlF) Average 235 days 3 7,908,677
Investments with Trustees:

fMloney market mutual funds Unknown 628,895
Total invesiments $ 8,537,672

interest rate risk. As a means of limiting its exposure to fair value losses arising from rising interest
rates, the City's investment policy limits the City's portfolio to maturities prescribed in Section 536800
through 53608 of the Government Code.

Credit Risk- State law limits investments in various securifies to certain level of tisk ratings issued by
nationally recognized statistical rating organizations. 1t is the City's policy fo comply with state law as
regards securities ratings. The Agency's investment in mutual funds was rated Aza. The State
Investment Pool is unrated.

Custodial credit risk- For an investment, custodial credit risk is the risk that, in the event of the failure
of the counterparty, the City will not be able to recover the vaklue of its investments or coliateral
securities that are in the possession of an outside party. The investments in the State Pool and
mutual funds are not subject to custodial credit risk because the investments are not evidenced by
specific securities.
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REDEVELOPMENT AGENCY OF THE CITY OF COTATI

Notes to the Basic Financial Statements

June

30, 2009

4. Detailed Notes on All Funds (continued)

A. Deposits and Investments (Continued)

The $1,864,665 in restricted cash and investments represents amounts of unspent bond proceeds
which can only be used for redevelopment projects and bond reserve fund and debt service funds..

8.

Long-term notes recetvable at June 30, 2008 consisted of the following:

Receivables

The Agency's current receivables at year end consisted of:

Taxes
Interest
Totals

Long-term receivables

Note receivable from Community Support Network,
bearing interest at 10 percent, matwing May 18, 2014
note may be forgiven i agreement to operate a group

$ 7,705
6,840

Carying Value

home s satisfied by borrower $ 140,000
Motes receivable from Charles Street Village, bears
interest at 3 percent, and matures June 17,2038. No
repayments of principal or payments of interest are
due untii maturity date. Secured by deed of trust. 1,441,272
Notes receivable from first-time home buyer down
payment assistance loans, beating interest at 6 percent,
secured by deeds of trust, repayments in montily
instaliments of principal and interest, maturing through
June 23, 2025. Loans maybe forgiven if properties
not transferred or sold within 10 years of the date of
original notes 50,600
Other notes 5853
Total fong-term notes receivable 3 1,837,125
€. Interfund Receivables, Payables, and Transfers
interfund transfers at June 30, 2009 were as follows:
Debt Nonmajor Low Moderate
Transfers out: Service Project income Housing ~ _Totals
Nonmajor projects fund $ 745817 $ - 3 80,573 $ 826,390
Tax increment fund - 1,305,784 - 1,395,784
Low moderate fund 65,388 - - 65,389
Totals $ 811,208 $ 1,395,784 $ 80,573 $ 2,287,563

The transfers out were made for the purpose of providing $811,206 for debt service requirements

and for funding current year operating and adminisirative expenditures
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MNotes to the Basic Financial Statements
June 30, 2008

4. Detailed Notes on All Funds {continued)

D. Capital Assets

Capital asset activity for the year ended June 30, 2009 was as follows:

Governmental Activities:

REDEVELOPMENT AGENCY OF THE CITY OF COTATI

Beginning Additions Deletions Ending
Capitat assets not being
depreciated:
Land $2,990,420 3 - $ - $ 2,880,420
Land improvements 630,602 - - 830,602
Total not being depreciated 3,621,022 ~ - 3,621,022
Capital assets being
Depreciated:
Equipment 50,331 - - 50,331
Accumulated depreciation (43,541) - - {43,541)
Net capital assets being
depreciated 6,790 - - 6,790
Total capital agsets $3,627,812 $ - 3 - $ 3,627,812
E. Long-Term Debt
Changes in Long-term liabilities
Long-term debt activity for the 2009 fiscal year was as follows:
Governmental Activities: Due In One
Beginning Additions Reductions Ending Year
Tax allocation bonds, 2001 A $ 6,825,000 3 - 5 85000 $ 6,780,000 $ 65,000
Tax aliocation bonds, 2004 5,085,000 - 185,000 4,800,000 190,000
Compensated absences 41,152 47,466 41,152 47,466 47 466
Totals $11,051,152 $ 47466 $ 291,152 $11,707,466 $ 302466

Tax Allocation Refunding Bonds 2004-Series A

in June 2004, the Cotati Facilities Financing Authority issued $5,610,000 in its 2004 Series A tax
allocation refunding bonds. The Authority is authorized to issue up to $20 million in tax allocation
bonds. The Authority entered into a loan agreement with the Agency wherein the Agency is in
substance to pay the principal and interest on the bonds. Because of this special financing
arrangement, the transactions between the Authority and the Agency have been eliminated from
these basic financial statements. Payment of the bond debt service on the 2004 tax allocation bonds
is secured by a first pledge and lien on all of the Agency's revenues. Such revenues are the tax
increment allocated to the project area less statuiory housing obligations and the County, Library
and Fire District's share of such tax increment. Payment of interest and principal on the bonds is also
insured by a financial guaranty policy. Interest and principal on the bonds is payable each March 1
and September 1 through 2036. The bonds bear interest at rates from 1.60 to 5.125 percent.
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REDEVELOPMENT AGENCY OF THE CITY OF COQTATI
Notes to the Basic Financial Statements
June 30, 2009
4, Detailed Motes on All Funds (continued)
E. Long-Term Debi {(continued)
Tax Alfocation Refunding Bonds 2004-Series A (Continued)

Future debt service on the 2004 bonds is:

Figcal Year Principal interest Total
2010 $ 180,000 $ 225,395 3 415,395
2011 200,000 - 218,465 418,465
2012 205,000 210,768 415,768
2013 215,000 202,362 417,362

225,000 183,230 418,230
2015-2018 1,275,000 804,327 2,079,327
2020-2024 1,390,000 480,388 1,870,388
2025-2029 - 307,500 307,500
2030-2034 600,000 276,751 876,751
2035-2036 500,000 30,751 630,751
Totals $4.900,000 $ 2,949,036 $ 7.848.9368

Tax Allocation Bonds 2001 Series A

On November 14, 2001, the Agency issued $6,980,000 in subordinate tax allocation bonds, Series
2001 A, to advance refund and retire two capital leases and {o provide additional project funds. The
tax allocation bonds consisted of $1,510,000 in serial bonds bearing interest at rates from 2 to 4.5
percent maturing each September 1 through 2021, $2,050,000 in term bonds bearing interest at 5
percent and maturing September 1, 2026, and $3,400,000 in 5 percent term bonds maturing
September 1, 2031. The term bonds are subject to mandatory sinking fund early redemption. Future
debt service on the bonds is:

Future debt service is:

Fiscal Year Principal interest Total
2010 $ 65,000 $ 327,553 $ 392,553
2011 65,000 325,310 390,310
2012 70,000 322,878 392,878
2013 80,000 319,983 399,083

80,000 316,783 396,783
2015-2019 490,000 1,826,301 2,118,301
2020-2024 860,000 1,376,389 2,236,388
2025-2029 2,910,000 915,250 3,825,250
2030-2032 2,140,000 164,000 2,304,000
Totals $6,760,000 $ 5694447 $ 12,454,447

The Agency has pledged future tax increment revenues to pay debt service on the 2001 and the
2004 tax allocation bonds. Total principal and interest remaining on the Agency’s bonds is
$20,304,383. Debt service on the bonds is expected to require less than 44 percent of {ax increment
revenues excluding the 20 percent set aside amounts. For the current fiscal year, principal and
interest paid by the Agency and tax increment revenues excliusive of the 20 percent set aside was
$812,354 and $1,882,075; respeciively.

21



REDEVELOPMENT AGENCY OF THE CITY OF COTATI
Notes to the Basic Financial Statements
June 30, 2009
A. Risk Management

The Agency is exposed fo various risks of loss related o torts; theft of, damage to, and destruction
of assets; errors and omissions; and natural disasters for which the City carries insurance. The City
is @ member of the Redwood Empire Municipal insurance Fund, a joint powers authority, which
provides joint profection programs for public entities covering automobile, general liability, errors and
omission losses, property and workers compensation claims. Under the program, the City has a §
5,000 general liability retention limit similar fo a deductible. The rigk of loss is transferred o the
Fund., The Fund is responsible for losses above that amount up to $500,000 for liability losses,
$300,000 for workers compensation claims, and $25,000 for properly claims. The Fund carries
purchased excess commercial liability coverage of $39.5 million in excess of its $500,000 reiention
limit, $5 million in excess of the $25,000 limit for property with an additional $295 milfion in excess

coverage. The Agency paid no material uninsured losses during the 2007-2008 or 2008-2009 fiscal
years.

Liabilities of the Agency are reported when if is probable that 2 loss has occurred and the amount of
the loss can be reasonably estimaied. Liabilities include an amount for claims that have been
incurred but not reported (IBNRs). The result of the process to estimate the claims liability is not an
exact amount as it depends on many complex factors, such as inflation, changes in legal doctrines,
and damage awards. Accordingly, claims are reevaiuated periodically to consider the effects of
inflation, recent claim settfement frends (including frequency and amount of pay-outs), and other
economic and social factors. The Agency had no material claim liabililies not covered by insurance
at June 30, 2008 or June 30, 2009.

B. Contingencies and Commitments

Litigation. The Agency and City are involved in litigation incurred in the normal course of
conducting City business. City management believes that, based upon consulation with its
counsel, these cases, in the agoregate, are not expected to resulf in 2 material adverse financial
impact on the City or Agency

C. Restricted Net Assets

The $1,103,945 restricted for debt service in the statement of net assets represents the nat amount
available in the debt service fund for future debt service. Such amounts are restricted as a resulf of
the debt agreements. The $4,232,190 restricted for housing projects represents low and moderate
income housing funds which by law can only be used for related housing projects and activities.

0.  Susplus Housing Funds

The Agency had excess funds (as defined in regulations) of $34,039 at June 30, 2007, $566,302 at
June 30, 2008, and $974,157 at June 30, 2009 in its low and moderate income housing fund. The
Agency is required under regulations 10 expend or encumber surplus funds, as defined, within a
statutory 3 year petiod, pay the excess over to another housing agency, or be subject to sanctions
imposed under related regulations
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Required Supplementary information

REDEVELOPMENT AGENCY OF THE CITY OF COTAT!
Budgetary Comparison Schedule - Low and Moderate Income Housing Special Revenue Fund

Fund Balance, July 1

Resources (inflows);
Property taxes
interest and rents
Miscellaneous
Transfers in

Amounts available for
charges to appropriations

Charges to appropriations:
Community Development:
Current:

Personnel

Special legal

Property tax admin fees
Other administration
Housing ioans

Contract services

Other projects
Transfers out

Total charges to appropriations

Fund Balance, June 30

For the Fiscal Year Ended June 30, 2008

Budgeted Amounts
Variance with
Final Budget
Actual Positive
Original Final Amounts {Negative)

$ 2,804,140 $ 3,481,455 $ 3,481,455 -
802,457 848,149 852,675 4,626
220,000 220,000 144,271 (75,728)
1,000 1,000 - (1,000)
80,573 80,573 80,573 -
4,108,170 4,631,177 4,558 974 (72,203)
101,862 95,164 97.018 (1,854)
5,000 5,000 08,312 (93,312)
11,500 11,5600 11,654 (154)
4,678 4,678 10,304 (5,626)
100,000 100,000 20,000 80,000
75,600 75,600 600 75,000
19,228 19,228 23,507 (4,279)
72,213 72,213 65,389 6,824
380,081 383,383 320,784 56,59¢
$ 3,718,089 34,247,794 $ 4,232,180 {15,604)




Required Supplementary Information
REDEVELOPMENT AGENCY OF THE CiTY OF COTATI
Budgetary Comparison Schedule - Low and Moderate income Housing Fund Special Revenue Fund
MNote to RSI
For the Fiscal Year Ended June 30, 2009

Note A. Explanation of Difference Between Budgetary Inflows and Outflows and GAAP
Revenues and Expenditures:

Sourcesfinflows resources:
Actual amountis "available for appropriation” from budgetary
comparison schedule: $ 4,558,974
Differences - budget to GAAP;
The fund balance at the beginning of the year is a budgetary
resource but is not a current year revenue for financiai reporting

purposes (3,481,455)
Transfers in are a budgetary resource, but are not current
year revenues for financial reporting purposes (80,573)

Total revenues as reported in the statement of revenues,
expenditures and changes in fund balances - governmental funds $ 008,046

Uses/outiiows of resources:

Total charges o appropriations : $ 328,784
Differences - budget to GAAP

Transfers out are a budgetary use but are not current year

expenditures for financial reporting purposes (65,389)

Total expenditures as reported in the statement of revenues,
expenditures and changes in fund balances - governmental funds $ 261,395

24



"’E“erry E. E&m@gs CE%

Cu {iiled PUbliC Ac.counumt

' Board of Dlrectors ' o G A
~ ‘"Redevelopment Agency of the Cfty of Cotats LIRS
':‘}Cotaiz Cahforma L : N

Reponf On Comphance and On Internal Control Over Fmanc:al Reportmg Lt
"Based _On an;Authpf Fmanc:a! Statements‘P‘ rformed !n ;Accordance

L financial. statements fthe Redevelopment Agency of the
Pl -‘;_as of. and for the year-endegi_dune 30,2 i :

rse of performan
j sngn:ﬁcant d
ff :

S -=w1!l not be prevented or detacted by the Agenc ’sjmternaf control

100 Stony Pomt Road Smte 265 E 3 Santa Rosa Calsforma 95401 -
L P 707- 544,—5684 E-’ 707 544-5686 E Kr:egcpa@msn com



My 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
internal control that might be significant deficiencies or material weaknesses. | did not identify any
deficiencies in internal controt over financial reporting that | consider to be material weaknesses
as defined above.

This report is intended soiely for the information and use of the Board of Directors, management,
and the State Controller, and is not intended to be and should not be used by anyone other than

these specified parties. 7

October 31, 2009 Certsfied ubil Accountant



