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October 1 6’ 2009 %4 PROFESSIONAL CORPORATION
INDEPENDENT AUDITORS® REPORT

Agency Members
Westminster Redevelopment Agency
Westminster, California

We have audited the accompanying financial statements of the governmental activities and each major
fund of the Westminster Redevelopment Agency (a component unit of the City of Westminster), as of
and for the year ended June 30,2009, which collectively comprise the Agency’s basic financial
statements, as listed in the table of contents. These basic financial statements are the responsibility of
the Agency’s management. Qur responsibility is to express opinions on these basic financial statements
based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States. Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the basic financial statements are
free of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall basic
financial statement presentation. We believe that our audit provides a reasonable basis for our
opinions.

In our opinion, the basic financial statements referred to above present fairty, in all material respects,
the respective financial position of the governmental activities and each major fund of the Westminster
Redevelopment Agency as of June 30, 2009, and the respective changes in financial position thereof
for the year then ended in conformity with accounting principles generally accepted in the United
States of America.
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In accordance with Government Auditing Standards, we have also issued our report dated
October 16, 2009 on our consideration of the Westminster Redevelopment Agency’s internal control
over financial reporting and our tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose of that report is to describe the scope
of our testing of internal control over financial reporting and compliance and the results of that testing,
and not to provide an opinion on the internal control over financial reporting or on compliance. That
report is an integral part of an audit performed in accordance with Government Auditing Standards and
should be considered in assessing the results of our audit.

The management’s discussion and analysis and budgetary comparison information are not a required
part of the financial statements but are supplementary information required by the accounting
principles generally accepted in the United States of America. We have applied certain limited
procedures, which consisted principally of inquirtes of management regarding the methods of
measurement and presentation of the required supplementary information. However, we did not aundit
the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Westminster Redevelopment Agency’s basic financial statements. The
computation of the excess surplus of the Low and Moderate Income Housing Special Revenue Fund 1s
presented for additional analysis and 1s not a required part of the basic financial statements. The
information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and, in our opinion, is fairly stated in all material respects in relation to the basic financial
statements taken as a whole.

D'gg,,h.l_f&um'w GJLA- W‘“‘jt Lif



WESTMINSTER REDEVELOPMENT AGENCY

MANAGEMENT’S DISCUSSION AND ANALYSIS

June 30, 2009

As management of the Westminster Redevelopment Agency (the Agency), we offer readers of the
Agency’s financial statements this narrative overview and analysis of the financial activities of the
Agency for the fiscal year ended June 30, 2009.

FINANCIAL HIGHLIGHTS

e Assets exceeded liabilities at the close of fiscal year 2009 by §75.9 million.

e Total net assets increased by $23.8 million.

e At the close of fiscal year 2009, governmental funds reported a combined ending fund balance of
$162.9 million, an increase of $85.7 million, in comparison with the prior year. $38.9 million is
unreserved and is available for spending at the Agency’s discretion.

e Total debt increased by $73.0 million (239 percent) during fiscal year 2009. Changes in debt
consisted of a bond issuance of $73.1 million, $78 thousand in principal reduction payments, and
interest added to a long-term advance from the City of Westminster of $49 thousand.

OVERVIEW OF THE FINANCIAL STATEMENTS
This discussion and analysis are intended to serve as an introduction to the Agency’s basic financial
statements. The Agency’s basic financial statements are comprised of three components:
1) government-wide financial statements, (2} fund financial statements, and (3) notes to the basic

financial statements.

Government-Wide Financial Statements

The government-wide financial statements are designed to provide readers with a broad overview of
the Agency’s finances, in a manner similar to a private-sector business.

The statement of net assets presents information on all of the Agency’s assets and liabilities, with the
difference between the two reported as net assets. Over time, increases or decreases in net assets may
serve as a useful indicator of whether the financial position of the Agency is improving or
deteriorating.

See accompanying independent aunditor’s report.
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WESTMINSTER REDEVELOPMENT AGENCY

MANAGEMENT’S DISCUSSION AND ANALYSIS
(CONTINUED)

June 3¢, 2009

OVERVIEW OF THE FINANCIAL STATEMENTS (CONTINUED)

Government-Wide Financial Statements (Continued)

The statement of activities presents information showing how the Agency’s net assets changed during
the most recent fiscal year. All changes in net assets are reported as soon as the underlying event
giving rise to the change occurs, regardless of the timing of related cash flows. Thus, all of the current
vear’s revenues and expenses are taken into account regardless of when cash is received or paid
(e.g., uncollected taxes and earned but unpaid interest expense).

The basic services of the Agency are considered to be governmental activities including Community
Development, Low and Moderate Income Housing, and Interest Expense on Long-term Debt. All
Agency activities arc financed with property tax increment, transfers from the City of Westminster and
investment income. The government-wide financial statements can be found on pages 12 and 13 of
this report.

Fund Financial Statements

Fund financial statements are designed to report information about groupings of related accounts used
to maintain control over resources that have been segregated for specific activities or objectives. The
Agency uses fund accounting to ensure and demonstrate compliance with legal requirements. The
Agency only has governmental fund types.

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 evaluating 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 Agency maintains several individual governmental funds organized by their type (special revenue,
debt service and capital projects funds). Information is presented separately in the governmental fund
balance sheet and in the governmental fund statement of revenues, expenditures, and changes in fund
balances. The Agency has no other governmental funds.

See accompanying independent auditor’s report.
-4.



WESTMINSTER REDEVELOPMENT AGENCY

MANAGEMENT’S DISCUSSION AND ANALYSIS
(CONTINUED)

June 30, 2009

OVERVIEW OF THE FINANCIAL STATEMENTS (CONTINUED)

Fund Financia] Statements (Continued)

Governmental funds (continued) The Agency adopts an annual operating budget for the Special
Revenue and Debt Service Funds. A budgetary comparison statement for its Low and Moderate
Income Housing Special Revenue Fund has been provided to demonstrate compliance with this
budget on page 37. The governmental fund financial statements can be found on pages 14-17 of this
report.

Notes to the Basic Financial Statements

The notes provide additional information that is essential to a full understanding of the data provided in
the government-wide and fund financial statements. The notes to the basic financial statements can be
found on pages 18-36 of this report.

Other Information

In addition to the basic financial statements and accompanying notes, this report also presents certain
required supplementary information, which includes a Budgetary Comparison Schedule for the Low
and Moderate Income Housing Special Revenue Fund, and the Computation of Low and Moderate
Income Housing Funds — Excess/Surplus Schedule. Required supplementary information can be found
on pages 37-39 of this report.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

The Agency has presented its financial statements under the new reporting model required by the
Governmental Accounting Standards Board Statement No. 34 (GASB 34), Basic Financial Statements
— and Management’s Discussion and Analysis (MD&A) — for State and Local Governments.

As noted earlier, net assets may serve over time as a useful indicator of a government’s financial
position. Agency assets exceeded liabilities by $75.9 million at the close of fiscal year 2009. Net
assets increased $23.8 million when compared to prior year. The Statement of Net Assets for fiscal
years 2009 and 2008 are on the following page:

See accompanying independent auditor’s report.
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WESTMINSTER REDEVELOPMENT AGENCY

MANAGEMENT’S DISCUSSION AND ANALYSIS
(CONTINUED)

Juane 30, 2009

GOVERNMENT-WIDE FINANCIAL ANALYSIS (CONTINUED)

Statement of Net Assets®
Governmental Activities
Increase/ Percent
June 30, June 30, (Decrease) Increase/
2006 2008 From 2008 {Decrease)
Assets:
Current and other assets $177,266,620 $89,160,169  $88,106,451 98.8%
Capital assets (net of depreciation) 12,154,457 3,996,621 8,157,836 204.1%
Total assets 189,421,077 93,156,790 96,264,287 103.3%
Liabilities:
Current and other habilities 11,003,916 10,649,399 354,517 3.3%
Noncurrent liabilities 102,535,000 30,440,000 72,095,000 236.8%
Total liabilities 113,538,916 41,089,359 72,449,517 176.3%
Net assets:
Restricted for commmunity development 75,882,161 52,067,391 23,814,770 45.7%
Total net assets $ 75,882,161  $52,067,391  $23,814,770 45.7%

* A more detailed statement of net assets is shown on page 12 of this report.

Governmental activities had the greatest changes occur because of an issuance of bonds during the
year for $73.1 million. This resulted in increases in “Current and other assets”, where the related cash
with fiscal agent is maintained, as well as “Capital assets (net of depreciation)” and “Restricted for
community development”, where the related assets resides both in construction in progress, in addition
to the unfinished asset balance in reserves. The “Noncurrent liabilities” also reflects the additional
debt amount. More detail can be found in notes 4 and 5 of these financial statements.

Statement of Activities

The statement of activities shows how the government’s net assets changed during fiscal year 2009.
The Agency’s net assets increased by $23.8 million during the current fiscal year as summarized on the
following page:

See accompanying independent auditor’s report.
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WESTMINSTER REDEVELOPMENT AGENCY

MANAGEMENT’S DISCUSSION AND ANALYSIS
(CONTINUED)

June 36, 20609

GOVERNMENT-WIDE FINANCIAL ANALYSIS (CONTINUED)

Revenues:

General revenues:
Taxes: tax mcrement
Investment earnmgs
Other

Total Revenues

Expenses:
General government
Community development
Interest expense

Total Expenses

Change in pet assets

Net assets - Beginning of year

Net assets - End of year

Statement of Activities™
Governmental Activitics
For the year-ended Increase/ Percent
June 30, June 30, (Decrease) Increase/
2009 2008 From 2008 (Decrease)
36,924,630 § 35,950,985 973,645 2.7%
2,875,560 3,447,022 (571,462) -16.6%
103,901 45,873 58,028 126.5%
39,904,091 39,443 880 460,211 1.2%
11,089,508 8,503,214 1,586,694 16.7%
2,627,777 6,961,547 (4.333,770) -62.3%
2,371,636 2,328,526 43,110 1.9%
16,089,321 18,793,287 (2,703,966) -14.4%
23,814,770 20,650,593 3,164,177 15.3%
52,067,391 31,416,798 20,650,593 65.7%
75,882,161 52,067,391 23,814,770 45.7%

* A more detailed statement is shown on page 13 of this report.

Governmental activities increased the Agency’s net assets by $23.8 million, or 45.7 percent. General
government is the largest expense function (68.9 percent), followed by Community development
(16.3 percent) and Interest expense (14.8 percent).

Total expenses decreased overall by $2.7 million or 14.4 percent.
increased by $1.6 million or 16.7 percent.

“General government” costs
The majority of this change was due to an increased

funding by the Agency to the City’s General Fund for unreimbursed community planning and
development costs. This accounted for §1.3 million in additional funding over the prior year.

See accompanying independent auditor’s report.
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WESTMINSTER REDEVELOPMENT AGENCY

MANAGEMENT’S DISCUSSION AND ANALYSIS
(CONTINUED)

June 30, 2609

GOVERNMENT-WIDE FINANCIAL ANALYSIS (CONTINUED)

Governmental activities (continued) “Community development” decreased by $4.3 million or
62.3 percent. The majority of this decrease is due to a transfer from the general fund of $4.7 million.
This transfer was for the construction in progress on the police facility that had previously been
partially funded and maintained in the City’s fixed assets. With the issuance of redevelopment funds,
the asset and related debt are now maintained in the Agency.

“Interest expense” increased by $43 thousand (1.9 percent). During the fiscal year 2008, the Agency
refunded an existing bond. This was done to terminate an interest rate swap agreement with Ambac
Financial Services LLP. As a result, the interest rate on this debt is lower, and fixed. Only accrued
interest was recorded on the new debt issuance during the current fiscal year, and next year’s interest is
expected to increase as the Agency begins to pay debt service on the new issuance. Additional
information can be found on note 5 of these financial statements.

Revenues were fairly static from 2008 to 2009, as “Total Revenues” increased by $460 thousand for
1.2 percent.

FINANCIAL ANALYSIS OF AGENCY FUNDS

The Agency uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements. The focus of the Agency’s governmental funds is to provide information on near-term
inflows, outflows and balances of spendable resources. Such information is useful in assessing the
Agency’s financing requirements. In particular, unreserved fund balance may serve as a useful
measure of a government’s net resources available for spending at the end of the fiscal year. Refer to
pages 14-17 of this report for more detail of governmental funds.

As of June 30, 2009, the Agency’s governmental funds reported combined ending fund balances of
$162.9 million, an increase of $85.7 million in comparison with the prior year. Of the $162.9 million,
$38.9 million, or 23.9 percent, constitutes unreserved fund balance. The remainder of fund balance is
reserved to indicate that it is not available for new spending because it has already been committed
(1) to capital projects of $90.2 million, (2) to low and moderate income housing of $16.4 million, (3) to
noncurrent notes receivables of $6.4 million, (4) to pay debt service of $5.6 million, (5) to land held for
resale of $4.9 million, (6) to pay advances to the City of Westminster of $516 thousand, or (7) for
prepaid item of $10 thousand.

See accompanying independent auditor’s report.
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WESTMINSTER REDEVELOPMENT AGENCY

MANAGEMENT’S DISCUSSION AND ANALYSIS
(CONTINUED)

June 30, 2009

FINANCIAL ANALYSIS OF AGENCY FUNDS (CONTINUED)
The major factors in fund balance changes are as follows:

¢ The Westiminster Redevelopment Agency Low and Moderate Income Housing Special
Revenue Fund recognized a $1.1 million increase due to revenues greater than expenditures of
$7.2 million. “Transfers Out” are mainly related to rehab loans and grants. As loans are made, the
amounts are reclassified back to receivables. This fund 1s further detailed on page 16 this report.

e The Debt Service Fund recognized a $9.1 million increase due to revenues greater than
expenditures of $15.2 million and proceeds from issuance of bonds of $11.6 million. A “Transfers
Out” of $18.0 million was made to the Redevelopment Projects Fund to cover administrative costs.

e The Capital Projects Funds recognized an increase in fund balance of $75.6 million. This is due
to a “Transfer in” of $18.0 million from the Debt Service Fund, and proceeds from issuance of
bonds of $61.5 million.

CAPITAL ASSET AND DEBT ADMINISTRATION
Capital assets:
Agency investment in capital assets as of June 30, 2009 amounted to $12.2 million (net of accumulated
depreciation). Investment in capital assets includes land, buildings and improvements, equipment,
construction in progress. The total increase in capital assets for fiscal year 2009 was $8.2 million or
204 percent.
Additional information on the Agency’s capital assets can be found on Note 4 in the notes to the basic

financial statements. Capital assets (net of accumulated depreciation) at June 30, 2009 and
June 30, 2008 are summarized below:

Capital Assets (net of accumulated depreciation)

June 30, 2009 June 30, 2008

Land $ 4,382,276 § 2,382,276
Buildings 1,160,928 1,208,538
Improvements other than buildings 670,071 367,447
Machmery and equipment 21,121 625
Ofhee furniture and equipment 34,427 37,735
Construction i progress 5,885,634 -
Total capital assets, net § 12,154,457 $ 3,996,621

See accompanying independent auditor’s report.
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WESTMINSTER REDEVELOPMENT AGENCY

MANAGEMENT’S DISCUSSION AND ANALYSIS
(CONTINUED)

June 30, 2009

CAPITAL ASSET AND DEBT ADMINISTRATION (CONTINUED)
Capital assets (Continued):
Major capital asset events during fiscal year 2009 included the following:
e The Agency purchased land of $2.0 million.

e The Agency is working on the completion of a new police facility. $5.0 million was added to
“Construction in Progress”.

Long-term debt:

At the end of fiscal year 2009, the Agency had total debt outstanding of $103.5 million, which is an
increase of $73.0 million or 239 percent from the prior year. Additional information can be found on
Note 5 in the notes to the basic financial statements. Long-term debt at June 30, 2009 and
June 30, 2008 is summarized on the following page:

Outstanding Debt
June 30, 2009 June 30, 2008
Revenue refinding bonds $ 30,140,000 $ 30,140,000
Subordinate tax allocation bonds 73,055,000 -
Advances from the City of Westminster 49 166 77,803
Note payable 300,000 300,000
Total outstanding debt $ 103,544 166 $ 30,517,803

The Agency’s change in debt consisted the following:

e The issuance of a $73.1 million subordinate tax allocation bond for the construction of a police
facility

e Ongoing debt service payments reduced total debt by $78 thousand.

e [Interest of $49 thousand was added to the advance from the City of Westminster.

See accompanying independent auditor’s report.
-10 -



WESTMINSTER REDEVELOPMENT AGENCY

MANAGEMENT’S DISCUSSION AND ANALYSIS
(CONTINUED)

June 30, 2009

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET

On September 23, 2008 Governor Schwarzenegger signed the State of California’s fiscal year budget.
The budget included a one-time take-away from redevelopment agencies of $350 million or 7.7% of
fiscal year 2008-09 agency’s revenues. In response to this the California Redevelopment Association
(CRA) files a lawsuit against the State for violation of Article XVI, Section 16 of the California
Constitution. In April of 2009, the Sacramento Superior Court ruled in favor of the CRA and
invalidated the 2008 legislation.

As with last year, in July 2009, the state budget was passed by the State Legislators and Governor
Schwarzenegger and included a provision to take $2.05 billion in redevelopment funding to use to fund
state obligations. This take includes a $1.7 billion take in the fiscal year 2009-10 and another
$350 million in fiscal year 2010-11. The Westminster Redevelopment Agency’s portion of the
SERAF (Supplemental Education Revenue Augmentation Fund) payment amounts to $12.1 million in
fiscal year 2009-10 and $2.5 million in fiscal year 2010-11. Both payments are to be made to the State
on or before May 10, of each respective year.

As with the prior vear the CRA filed a lawsuit claiming the proposed take is a violation of the
California Constitution. Regardless of the outcome of the lawsuit, this year begs the guestion about
next year’s State Budget. In short, relying on redevelopment funds to balance the State budget this
year and next will still result in an unbalanced State budget in years thereafter. With no real plan to
future State budgets; it would most likely mean further unconstitutional raids on Agency and or City
funds. Of course we cannot predict what cuts, if any, will be adopted. As such, there may be a need to
revisit this budget based on the outcome of the lawsuit filed by the CRA.

In addition to the Redevelopment SERAF take, the Governor’s office approved ABX4 14 and
ABX4 15 as part of the 2009-10 budget package. Under the provision, the State will borrow 8% of the
amount of property tax revenue apportioned to cities, counties, and special districts. The State will be
required to repay those obligations plus interest by June 30, 2013.

REQUESTS FOR INFORMATION

This financial report is designed to provide a general overview of Agency finances for all those with an
interest in the government’s finances. Questions concerning any of the information provided in this
report or request for additional financial information should be addressed to the Finance Director, City
of Westminster, 8200 Westminster Boulevard, City of Westminster, California 92683, or call
{714) 898-3311.

See accompanying independent auditor’s report.
-11 -
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WESTMINSTER REDEVELOPMENT AGENCY
STATEMENT OF NET ASSETS

Jane 30, 2009

ASSETS:
Cash and investments (Note 2)
Receivables:
Taxes, including interest, penalties and liens
Loans
Notes
Interest
Due to other governments
Prepaid items
Due from the City of Westminster
Advances to the City of Westminster
Deferred charges
Land held for resale (Note 3)
Restricted assets:
Restricted cash and investments (Note 2)
Restricted cash and investments with fiscal agents (Note 2)
Capital assets, not depreciated {Note 4)
Capital assets, being depreciated, net (Note 4)

TOTAL ASSETS

LIABILITIES:
Accounts payable and accrued liabilities
Due to City of Westminster
Due to other governments
Noncurrent liabilities:
Pue within one year (Note 5)
Due in more than one year (Note 5)

TOTAL LIABILITIES

NET ASSETS:
Restricted for community development

TOTAL NET ASSETS

See accompanying independent auditors' report and notes to basic financial statements.

w12~

Governmental
Activities

$ 53,302,150

1,936,124
4,729,029
1,663,184

922,513
10,800
10,305

13,717,331

516,096

6,293,074
4,874,067

21,172,884
68,119,063
10,267,910

1,886,547

189,421,677

2,585,544
24,206
7,385,000

1,009,166

102,535,000

113,538,916

75,882,161

875882161



WESTMINSTER REDEVELOPMENT AGENCY
STATEMENT OF ACTIVITIES

For the vear ended June 30, 2009

Net (Expense)
Revenue and
Changes in
Program Revenues Net Assets
Operating Capital
Charges for Grants and Grants and Governmental
Functions/Programs Expenses Services Contributions Contributions Activities
PRIMARY GOVERNMENT:
Governmental activities:
(General government $ 11,089,908 $ - $ - 3 - $(11,089,908)
Community development 2,627,777 - - - (2,627,777}
Interest expense 2,371,636 - - - (2,371,636)
Total governmental
activities $ 16,089,321 $ - 8 - 3 - (16,089,321)
GENERAL REVENUES:
Taxes:
Tax increment 36,924,630
Investment earnings 2,875,560
Other 103,901
Total general revenues 39,904,091
CHANGE IN NET ASSETS 23,814,770
NET ASSETS - BEGINNING OF YEAR 52,067.391
NET ASSETS - END OF YEAR $ 75,882,161

See accompanying independent auditors' report and notes to basic financial statements.
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WESTMINSTER REDEVELOPMENT AGENCY
BALANCE SHEET - GOVERNMENTAL FUNDS

June 30, 2009

Total
Special Drebt Capital Governmental
ASSETS Revenue Service Projects Funds
Cash and investments $ - $ 26997655 3 26,304,495 $ 53,302,150
Receivables:
Taxes, including interest, penaltics and liens 387,225 1,548,899 - 1,936,124
Loans 4,729,029 - - 4,729,029
Notes 1,663,184 - - 1,663,184
Interest - 36,735 885,778 922,513
Due from other governments - - 10,800 10,800
Prepaid items - - 10,305 10,305
Due from the City of Westminster - - 13,717,331 13,717,331
Advances to the City of Westminster - 516,096 - 516,096
Land held for resale 4,306,867 - 567,200 4,874,067
Restricted cash and investments 16,503,395 500,600 4,169,485 21,172,884
Restricted cash and investments
with fiscal agents - 3,309,109 64,809,954 68,119,063
TOTAL ASSETS $§ 27,589,700 $ 32,908,494 $ 110,475,352 $ 170,973,546
LIABILITIES AND FUND BALANCES
LIABILITIES:
Accounts payable and accrued liabilities $ 40,818 b 11,681 $ 657,638 b 710,138
Due to City of Westminster 24,206 - - 24,206
Due to other governments - 7,385,000 - 7,385,000
TOTAL LIABILITIES 63,025 7,396,681 657,638 8,119,344
FUND BALANCES:
Reserved for:
Noncurrent notes and loans receivable 6,392,213 - - 6,392,213
Prepaid items - - 10,305 10,305
Advances to the City of Westminster - 316,096 - 516,096
Land held for resale 4,306,867 - - 567,200 4,874,067
Low and moderate income housing 16,385,595 - - 16,385,595
Debt service 440,000 5,118,275 - 5,558,275
Capital projects - - 90,216,289 60,210,289
Unreserved:
Reported in debt service fund - 19,877,442 - 19,877,442
Reported in capital projects fund - - 19,629,920 19,029,920
TOTAL FUND BALANCES 27.524,675 25,511,813 109,817,714 162,854,202
TOTAL LIABILITIES AND
AND FUND BALANCES & 27,589,700 § 32,908,494 $ 110,475,352 $ 170,973,546

See accompanying independent auditors' report and notes to basic financial statements.
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WESTMINSTER REDEVELOPMENT AGENCY

RECONCILIATION OF GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET ASSETS

June 30, 2009

Fund balances for governmental funds $ 162,854,202

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

Capital assets used in governmental activities are not financial resources and,
therefore, are not reported in the governmental funds:

Cost $ 13,050,945

Less: Accumulated depreciation {896,488)
12,154,457

Long-term liabilities applicable to the Agency's governmental activities are not
due and payable in the current period and accordingly are not reported as fund
liabilities. Note issuance costs are not financial resources and, therefore, are not
reported in the governmental funds. All liabilities, both current and long-term,
and note issuance costs are reported in the Staternent of Net Assets:

Tax allocation bonds payable {103,195,000)
Advances from the City of Westminster (49,166)
Notes payable (300,000)
Bond issuance cosis 6,293,074
(97,251,092)

Accrued interest payabie for the current portion of interest due on long-term
liabilities has not been reported in the governmental funds (1,875.408)

Net assets of governmental activities $ 75,882,161

See accompanying independent auditors' report and notes to basic financial statements.
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WESTMINSTER REDEVELOPMENT AGENCY

STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES - GOVERNMENTAL FUNDS

For the vear ended June 30, 2009

Total
Special Debt Capital Governmental
Revenue Service Projects Funds
REVENUES:
Tax increment revenue § 7,384,926 § 29,539,704 $ - $ 36,924,630
Investment and rental 804,463 248,635 1,822,462 2,875,560
Other 1,540 - 102,361 103,901
TOTAL REVENUES 8,190,929 29,788,339 1,924,823 39,904,091
EXPENDITURES:
Current:
General government - 8,962,270 2,127,638 11,089,908
Community development 960,765 - 2,258 521 3,219,286
Capital outlay - - 7,432,947 7,432,947
Debt service:
Bond issuance costs - 4,684,334 - 4,684354
Interest and fiscal charges - 819,879 - 819,879
Principal payment on advances from City - 77,803 - 77,803
TOTAL EXPENDITURES 960,765 14,544 306 11,819,106 27,324,177
EXCESS OF REVENUES OVER
(UNDER) EXPENDITURES 7,230,164 15,244 033 (9,894,283) 12,579,914
OTHER FINANCING SOURCES (USES):
Transfers in 222,760 154,143 24,241,385 24,618,288
Transfers out (6,395,528} (18,000,000) (222,760) (24,618,288}
Issuance of bonds - 11,582,000 61,473,000 73,055,000
Advances from the City of Westminster - 49,166 - 49,166
TOTAL OTHER FINANCING
SOURCES (USES) {6,172,768) (6,214,691} 85,491,625 73,104,166
NET CHANGE IN FUND BALANCES 1,057,396 9,029,342 75,597,342 85,684,080
FUND BALANCES - BEGINNING OF YEAR 26,467,279 16,482,471 34,220,372 77,170,122
FUND BALANCES - END OF YEAR $ 27,524,675 § 25511813 § 109,817,714 $ 162,854,202

See accompanying independent auditors’ report and notes to basic financial statements,
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WESTMINSTER REDEVELOPMENT AGENCY

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES

For the year ended Junte 30, 2009

Net change in fund balances - total governmental funds $ 85,684,080

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

Governmental funds report capital outtays as expenditures. However, in the
Statement of Activities, the costs of those assets are allocated over their
estimated useful lives as a depreciation expense. Transfer of capital assets
to other governmental agencies are not reported as expenditures in the
governmental funds. This is the amount by which depreciation, disposition
of capital assets and transfer of capital assets exceeded capital outlays in the
current period:

Net change in capital assets $ 8,232,642
Depreciation expense (74,806)
8,157,836

The issuance of long-term debt provides current financial resources fo
governmental funds, while the repayment of the principal of long-term debt
consumes the current financial resources of governmental funds, Neither
transaction, however, has any effect on net assets. Also, governmental funds
report the effect of issuance costs, premiums, discounts, and similar items
when debt is first issued, whereas these amounts are deferred and amortized
in the Statement of Activities. These amounts are the net effect of these
differences in the freatment of long-term debt:

Issuance of bonds (73,055,000}

Issuance costs 4,684,354
- Principal payments on advances from City of Westminster 77,803

Proceeds from advances from City of Westminster {49,166)

(68.,342,009)

Some expenses reported on the Statement of Activities do not require the use of
current financial resources and therefore are not reported as expenditures in the
governmental funds:

Interest (1,531,757)

Amortization of issuance costs {133,380)

(1,685,137)

Change in net assets of governmental activities $ 23,814,770

$ee accompanying independent auditors' report and notes to basic financial statements.
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WESTMINSTER REDEVELOPMENT AGENCY

NOTES TO BASIC FINANCIAL STATEMENTS
June 30, 2009

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:
History and Organization:

The Westminster Redevelopment Agency (the Agency) was established during September 1982
pursuant to the State of California Health and Safety Code Section 33000, entitled “Community
Redevelopment Law”. The Agency acts as a legal entity, and the City Council of the City of
Westminster (the City) functions as the Agency’s governing board. The Agency has no employees,
and all Agency duties are performed by employees of the City. The City is reimbursed for the cost
of these services. The primary purpose of the Agency is to eliminate blighted areas by encouraging
the development of residential, commercial, industrial, recreation and public facilities.

The Agency consists of the Westminster Commercial Redevelopment Project No. 1 initially formed
on July 19, 1983. On July 12, 2000, the Agency adopted the Westminster Infrastructure
Revitalization Plan that amended the existing project area to add the territory in the balance of the
City.

The Agency is a component unit of the City of Westminster. City Council members serve as the
Executive Board of the Agency, and thus, the funds of the Agency have been included within the

scope of the Comprehensive Annual Financial Report of the City of Westminster.

The Agency office and records are located at City Hall, 8200 Westminster Boulevard, Westminster,
California.

Measurement Focus, Basis of Accounting and Financial Statement Presentation:
The basic financial statements of the Agency are composed of the following:

¢ Government-wide financial statements

¢ Fund financial statements

e - Notes to the basic financial statements
Financial reporting for the government-wide financial statements is based upon all GASB
pronouncements, as well as the FASB Statements and Interpretations, APB Opinions, and
Accounting Research Bulletins that were issued on or before November 30, 1989 that do not

conflict with or contradict GASB pronouncements. FASB pronouncements issued after
November 30, 1989 are not followed in the preparation of the accompanying financial statements.

See accompanying independent auditors’ report.
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WESTMINSTER REDEVELOPMENT AGENCY

NOTES TO BASIC FINANCIAL STATEMENTS
(CONTINUED)

June 30, 2009

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED):
Measurement Focus, Basis of Accounting and Financial Statement Presentation (Continued):
Government-wide Financial Statements:

The government-wide financial statements (i.e., the statement of net assets and the statement of
activities) report information on all of the 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 intergovernmental revenues, are reported separately from
business-type activities, which rely to a significant extent on fees and charges for support. The
Westminster Redevelopment Agency 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 revenucs are reported
instead as general revenues.

Fund Financial Statements:

The accounting system of the Agency is organized and operated on the basis of separate funds,
each of which is considered to be a separate accounting entity. Each 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
individual funds based upon the purposes for which they are to be spent and the means by which
spending activities are controlled.

Fund financial statements for the Agency’s governmental funds are presented after the government-
wide financial statements. These statements display information about major funds individually
and other governmental funds in the aggregate for governmental funds. The Agency has no other
governmental funds.

See accompanying independent auditors’ report.
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WESTMINSTER REDEVELOPMENT AGENCY

NOTES TO BASIC FINANCIAL STATEMENTS
(CONTINUED)

June 30, 2009

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED):
Measurement Focus, Basis of Accounting and Financial Statement Presentation (Continued):
Fund Financial Statements (Continued):
The funds of the Agency, all of which are major funds, are described below:

Governmental Fund Types

The Special Revenue Fund accounts for the monies set aside for low and moderate income housing
projects.

The Debt Service Fund accounts for the payment of interest and principal on long-term debt, and
the accumulation of resources to finance debt service costs.

The Capital Projects Fund accounts for the financial resources used in developing the project area,
as well as the administrative expenditures incurred in sustaining Agency activities.

Measurement Focus:

Measurement focus is a term used to describe “which” transactions are recorded within the various
financial statements. Basis of accounting refers to “when” transactions are recorded regardless of
the measurement focus applied.

On the government-wide Statement of Net Assets 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, all governmental funds are accounted for on a spending or
“financial flow” measurement focus. This means that only current assets and current liabilities are
generally included on their balance sheets. Their 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.

See accompanying independent auditors’ report.
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WESTMINSTER REDEVELOPMENT AGENCY

NOTES TO BASIC FINANCIAL STATEMENTS
(CONTINUED)

June 30, 2009

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED):
Measurement Focus, Basis of Accounting and Financial Statement Presentation (Continued):
Measurement Focus (Continued):

Noncurrent portions of long-term receivables due to governmental funds are reported on their
balance sheets in spite of their measurement focus. However, special reporting treatments are used
to indicate that they should not be considered “available spendable resources”, since they do not
represent net current assets, Recognition of governmental fund type revenue represented by
noncurrent receivables is deferred until they become current receivables. Noncurrent portions of
other long-term receivables are offset by fund balance reserve accounts. Revenues, expenses, gains,
losses, assets, and labilities resulting from nonexchange transaction are recognized in accordance
with the requirements of GASB Statement No. 33.

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 fund assets. 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.

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.

Basis of Accounting:

In the government-wide Statement of Net Assets 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 eamed 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, asscts, and liabilities resulting from exchange and exchange-like
transactions are recognized when the exchange takes place.

See accompanying independent anditors’ report.
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WESTMINSTER REDEVELOPMENT AGENCY

NOTES TO BASIC FINANCIAL STATEMENTS
(CONTINUED)

June 30, 2009

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED}):
Measurement Focus, Basis of Accounting and Financial Statement Presentation (Continued):
Basis of Accounting (Continued):

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.

Revenue recognition is subject to the measurable and availability criteria for the governmental
funds 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.

Encumbrances:

Unexpended and unencumbered appropriations of the governmental funds automatically lapse at
the end of the fiscal year. As of June 30, 2009 all encumbrances at year-end were closed.
Unexpended appropriations are reencumbered in the following year after reconsideration, without
additional budget appropriations.

Cash and Investments:

The Agency’s cash and investments are pooled for investment purposes. Investments are stated at
fair value (quoted market price or the best available estimate thereof).

See accompanying independent auditors’ report.
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WESTMINSTER REDEVELOPMENT AGENCY

NOTES TO BASIC FINANCIAL STATEMENTS
(CONTINUED)

June 30, 2009

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED):
Land Held for Resale:

Land held for resale is carried in the capital projects fund at the lower of acquisition cost or
estimated net realizable value. The land values are re-appraised on a periodic basis and any
adjustments on the properties are shown in the capital projects fund statement of revenues,
expenditures and changes in fund balance.

Capital Assets and Depreciation:

Capital assets, which consist of land, buildings, improvements other than buildings, machinery and
equipment, and office furniture, are reported in the government-wide financial statements. Capital
assets are defined by the Agency as assets with an initial cost of more than $500 and an estimated
life in excess of 1 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. The Agency has no infrastructure assets.

The cost of normal maintenance and repairs that do not add to the value of the asset or materially
extend asset lives are not capitalized.

Capital assets used in operations are depreciated over their estimated useful lives using the
straight-line method in the Government-wide Financial Statements. Depreciation is charged as an

expense against operations and accumulated depreciation is reported on the statement of net assets.

The lives used for depreciation purposes of each capital asset class are:

Buildings 30 to 50 years
Improvements other than buildings 20 years
Machinery and equipment 5 to 30 years
Office furniture and equipment 5 to 20 years

See accompanying independent auditors’ report.
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WESTMINSTER REDEVELOPMENT AGENCY

NOTES TO BASIC FINANCIAL STATEMENTS
(CONTINUED)

June 30, 2009

I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED):
Self-Insurance Program:

The Agency participates in the self-insurance program of the City of Westminster. Information
relating to the self-insurance program can be found in the notes to the basic financial statements of
the City of Westminster.

Property Taxes and Tax Increment Financing:

The Agency’s primary source of revenue comes from property taxes, referred to in the
accompanying financial statements as “tax increment revenue”. The assessed valuation of all
property within each project area was determined on the date of adoption of the Project Area.
Except for certain amounts provided by specific agreement (see Note 7), property taxes related to
the incremental increase in assessed vaiues after the adoption of the Project Area have been
allocated to the Agency, while all property taxes on the “frozen” assessed valuation as of the
adoption date have been allocated to the City and other districts.

Property taxes attach as an enforceable lien on property as of January 1. Taxes are levied on July 1
and are payable in two installments on November 1 and February 1 and become delinquent on
December 11 and April 11. The County bills and collects the property taxes and allocates
installments to various jurisdictions throughout the year.

The County is permitted by California State constitution, as amended, to levy taxes at 1% of full
market value (assessed value). The growth in the full market value is limited to 2% annually and
the value of new construction and improvements. The Agency receives a share of this basic levy
resulting from incremental growth of the assessed value over a base value established when the
Agency project area was formed or amended.

Fund Balances:
Fund balance reserves represent those portions of fund balances not appropriable for expenditure

or legally segregated for a specific future use. Designated fund balances represent tentative plans
for future use of financial resources.

See accompanying independent auditors’ report.
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WESTMINSTER REDEVELOPMENT AGENCY

NOTES TO BASIC FINANCIAL STATEMENTS
(CONTINUED)

fune 30, 2009

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED):
Use of Estimates:

The preparation of basic financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and assumptions
and affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the basic financial statements and the reported amounts of revenues and
expenditures during the reporting period. Actual results could differ from those estimates.

2. CASH AND INVESTMENTS:

The Agency’s cash and investments are pooled and allocated to individual funds except for
amounts with fiscal agents, which are recorded in the Debt Service Fund.

The Agency also has monies held by trustees or fiscal agents pledged to the payment or security of
certain long-term debt issuances. The California Government Code provides that these monies, in
the absence of specific statutory provisions governing the issuance of bonds, may be invested in
accordance with the ordinance, resolutions or indentures specifying the types of investments its
trustees or fiscal agents may make. These ordinances, resolutions and indentures are generally
more restrictive than the Agency’s general investment policy.

The Agency’s cash and investments are presented on the accompanying statement of net assets as

follows:
Cash and investments $ 53,302,150
Restricted cash and investments 21,172,884
Restricted cash and investments with fiscal agents 68,119,063

$ 142,594,097
At June 30, 2009, cash and investments consisted of deposits and investments, as follows:

Deposits $ 330,764
Investments 142.263,333

$ 142,594,097

See accompanying independent auditors’ report.
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WESTMINSTER REDEVELOPMENT AGENCY

NOTES TO BASIC FINANCIAL STATEMENTS
(CONTINUED)

June 30, 2009

2. CASH AND INVESTMENTS (CONTINUED):

Investments Authorized by the California Government Code and the Agency’s Investment
Policy:

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

: Maximum Maximum
Maximum Percentage Investment
Authorized Investment Type Maturity of Portfolio* _in One Issuer
United States Treasury Obligations 5 years No Limit No Limit
United States Government Sponsored

Enterprise Securities Entities 5 years No Limit No Limit
Banker’s Acceptances 180 days 15% $§ 2,000,000
Time Certificate of Deposits 5 years No Limit 5%
Negotiable Certificates of Deposit 5 years 15% 15%
Repurchase Agreements 1 year Unlimited Unlimited
Local Agency Investment Fund (LAIF) N/A No Limit § 40,600,000

* _ Excluding amounts held by bond trustee that are not subject to California Government Code
restrictions.

N/A - Not Applicable
Investments Autherized by Debt Agreements:

Investment of debt proceeds held by bond trustee is governed by provisions of the debt agreements,
rather than the general provisions of the California Government Code or the Agency’s investment
policy. Investments authorized for funds held by bond trustee include, United States Treasury
Obligations, Commercial Paper, Local Agency Bonds, Banker’s Acceptance and Money Market
Mutual Funds. There were no limitations on the maximuwm amount can be invested in one issuer,
maximum percentage allowed or the maximum maturity of an investment, except for the maturity
of Banker’s Acceptance which are limited to one year.

See accompanying independent auditors’ report.
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WESTMINSTER REDEVELOPMENT AGENCY

NOTES TGO BASIC FINANCIAL STATEMENTS
{CONTINUED)

June 30, 2009

2. CASH AND INVESTMENTS (CONTINUED):
Disclosures Relating to Interest Rate Risk:

Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value
of an investment. Generally, the longer the maturity of an investment, the greater the sensitivity of
its fair value to changes in market interest rates. One of the ways that the Agency manages its
exposure to interest rate risk is by purchasing a combination of shorter term and longer term
investments and by timing cash flows from maturities so that a portion of the portfolio is maturing
or coming close to maturity evenly over time as necessary to provide the cash flow and liquidity
needed for operations.

Information about the sensitivity of the fair values of the Agency’s investments (including
investments held by bond trustee) to market interest rate fluctuations 1s provided by the following
table that shows the distribution of the Agency’s investments by maturity:

Remaining Maturity (in Months)

12 Months 13-36 37-60
Investment Type or Less Months Months Total
Local Agency Investment Fund $ 27.990,036 § - 5 - 527,990,036
United States Treasury Obligations 9,052,214 12,860,757 651,503 22,564,474
Federal Home Loan Mortgage Corporation 5.850,689 12,400,279 328,406 22,579,374
Federal Home Loan Bank 13,636,677 9,903,724 331,200 23,871,601
Federal National Mortgage Association 12,473,204 13,906,259 1,334,924 27,714,387
Federal Farm Credit Bank 4,614471 7,641,739 1,673,118 13,929,328
Money Market Mutual Funds 3.614.133 - - 3.614.133

$81.2314°4 5 56712758 § 4319151 $142263.333

See accompanying independent auditors’ report.
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WESTMINSTER REDEVELOPMENT AGENCY

NOTES TO BASIC FINANCIAL STATEMENTS
(CONTINUED)

June 30, 2009

2. CASH AND INVESTMENTS (CONTINUED):
Disclosures Relating te Credit Risk:

Generally, credit risk is the risk that an issuer of an investment will not fulfill its obligation to the
holder of the investment. This is measured by the assignment of a rating by a nationally recognized
statistical rating organization. Presented below is the minimum rating required by (where
applicable) the California Government Code, the Agency’s investment policy, or debt agreements,
and the actual rating by Standards and Poor, as of year end for each investment type:

Minimum Total Not
Legal as of Required to Not
Investment Type Rating June 30, 2009 AAA be Rated Rated

Local Agency Investment Fund NA § 27990036 § - 5 - 27,990,036
Usnited States Treasury Obligations N/A 22,564,474 - 22,564,474 -
Federal Home [oan Mortgage

Corporation N/A 22,579,374 22,579,374 - -
Federal Home Loan Bank N/A 23,871,601 23,871,601 - -
Federal National Mortgage Association N/A 27,714,387 27,714,387 - -
Federal Farm Credit Bank N/A 13,929,328 13,929,328
Meney Market Mutual Funds AAA 3614133 3,614,133 -

§ 142263333 § 91708823 § 22564474 § 27,990,036

N/A - Not Applicable
Concentration of Credit Risk:

The investment policy of the Agency contains no limitations on the amount that can be invested in
any one issuer beyond that stipulated by the California Government Code. Investments in any one
issuer that represent 5% or more of total Agency’s investments are as follows:

Reported
Issuer Investment Type Amount
Federal Home Loan Mortgage Corporation United States Government
Sponsored Enterprise Securities $ 22,579.374

Federal Home Loan Bank United States Government

Sponsored Enterprise Securities 23,871,601
Federal National Mortgage Association United States Government

Sponsored Enterprise Securities 27,714,387
Federal Farm Credit Bank United States Government

Sponsored Enterprise Securities 13,929,328

See accompanying independent auditors’ report.
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WESTMINSTER REDEVELOPMENT AGENCY

NOTES TO BASIC FINANCIAL STATEMENTS
(CONTINUED)

June 30, 2009

2. CASH AND INVESTMENTS (CONTINUED):
Custedial Credit Risk:

Custodial credit risk for deposits is the risk that, in the event of the failure of a depository financial
institution, a government will not be able to recover its deposits or will not be able to recover
collateral securities that are in the possession of an outside party. The custodial credit risk for
investments is the risk that, in the event of the failure of the counterparty (e.g., broker-dealer) to a
transaction, a government will not be able to recover the value of its investment or collateral
securities that are in the possession of another party. The California Government Code and the
Agency’s investment policy do not contain legal or policy requirements that would limit the
exposure to custodial credit risk for deposits or investments, other than the following provision for
deposits: The California Government Code requires that a financial institution secure deposits
made by state or local governmental units by pledging securities in an undivided collateral pool
held by a depository regulated under state law (unless so waived by the governmental unit). The
market value of the pledged securities in the collateral pool must equal at least 110% of the total
amount deposited by the public agencies. California law also allows financial institutions to secure
Agency deposits by pledging first trust deed mortgage notes having a value of 150% of the secured
public deposits. At fune 30, 2009, the Agency deposits (bank balances) were insured by the
Federal Depository Insurance Corporation or collateralized as required under California Law.

Investment in State Investment Pool:

The Agency is a voluntary participant in the Local Agency Investment Fund (LAIF) that 18
regulated by California Government Code Section 16429 under the oversight of the Treasurer of
the State of California. The fair value of the Agency’s investment in this pool is reported in the
accompanying financial statements at amounts based upon the Agency’s pro-rata share of the fair
value provided by LAIF for the entire LAIF portfolio (in relation to the amortized cost of that
portfolio). The balance available for withdrawal is based on the accounting records maintained by
LAIF, which are recorded on an amortized cost basis.

3. LAND HELD FOR RESALE:

Land held for resale consists of property acquired by the Agency and held for resale. The property
is carried in the Agency’s Capital Projects Fund at the lower of cost or estimated net realizable
value. The estimated net realizable value at June 30, 2009 is $4,874,067 with this amount offset by
a reservation of fund balance. Certain properties held by the Agency have been leased to private
parties with future options to purchase the land.

See accompanying independent auditors’ report.
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WESTMINSTER REDEVELOPMENT AGENCY

NOTES TO BASIC FINANCIAL STATEMENTS
(CONTINUED)

June 30, 2009

4. CAPITAL ASSETS:

A summary of capital assets for the year ended June 30, 2009 is as follows:

Balance at Balance at
July I, 2008 Additions Deletions June 30, 2009
Capital assets, not being depreciated.
Land S 2,382.276 § 2,000,000 $ - $ 4,382,276
Construction in progress - 5.885.634 - 5,885.634
Total capital assets, not
being depreciated 2.382.276 7.885.034 - 10,267,910
Capital assets, being depreciated:
Buildings 1,952,333 - - 1,952,333
Improvements other than buildings 434,691 325,738 - 760,429
Machinery and equipment 2,469 22304 - 24773
Office furniture and equipment 47,381 - (1,881) 45,500
Total capitai assets,
being depreciated : 2.436.874 348.042 (1.881) 2.783.035
Less accumulated depreciation for:
Buildings (743,795) (47,610} - (791,405)
Improvements other than buildings (67,244) (23.114) - {90,358)
Machinery and equipment (1,844) (1,808) - (3,652)
Office furniture and equipment (9.646) (2.274) 847 (11.073)
Total accumulated depreciation (822.529) (74.806) 847 {896.,488)
Total capital assets,
being depreciated 1,614,345 273.236 (1.034) 1,886,547
Net Capital Assets b 3,996,621 $ 8,158,870 §  (1,034) § 12,154,457

Depreciation expense of $74,806 was allocated to the community development function.

See accompanying independent auditors’ report.
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WESTMINSTER REDEVELOPMENT AGENCY

NOTES TO BASIC FINANCIAL STATEMENTS

5. LONG-TERM LIABILITIES:

(CONTINUED)

June 30, 2009

A summary of changes in long-term Habilities for the year ended June 30, 2009 is as follows:

Balance at Balance at Due within
July 1, 2008 Additions Deletions June 30, 2009 One Year

2008 Tax Allocation

Revenue Refunding Bonds  $ 30,140,000 $ - 5 - § 30,140,000 § 960,000
2009 Subordinate Tax

Allocation Bonds - 73,055,000 - 73,055,000 -
Note payable 300,000 - - 300,600 -
Advances from the

City of Westminster 77.803 40.166 77.803 49.166 49.166

Totals $ 30,517,803 % 73,104,166 § 77.803 & 103,544,166 $§_ 1.009.166

Tax Allocation Bonds Payable:

2008 Tax Allocation Revenue Refunding Bonds

$30,140,000 Westminster Commercial Redevelopment Project No. 1, 2008 Tax
Allocation Refunding Bonds dated June 1, 2008. The bonds are payable in
annual installments ranging from $960,000 to $2,260,000 until maturity on
August 1, 2027. Interest is payable bi-annually at an average rate of 4.4%. The
2008 bonds were issued for the purpose of advance refunding $40,250,000
Westminster Commercial Redevelopment Project No. 1, 1997 Tax Allocation
Revenue Refunding Bonds. Proceeds from the 2008 bonds were invested in an
escrow fund with a trustee which together with earnings will pay interest and
principal on the bonds until fully retired. The 1997 bonds are legally defeased
and are no longer a liability of the Agency.

2009 Subordinate Tax Allocation Bonds

$73,055,000 Westminster Commercial Redevelopment Project No. I, 2009
Subordinate Tax Allocation Bonds (Police Facility) dated March 12, 2009, The
bonds are payable in annual installments ranging from $2,360,000 to
$6,345,000 from November 1, 2028 until maturity on November 1, 2045.
Interest is payable bi-annually at an average rate of 4.4%. The 2009 bonds were
issued for the purpose of acquiring and constructing a new headquarters for the
Westminster Police Department.

Total Tax Allocation Bonds

See accompanying independent auditors’ report.
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WESTMINSTER REDEVELOPMENT AGENCY

NOTES TO BASIC FINANCIAL STATEMENTS
{CONTINUED)

June 30, 2009

5. LONG-TERM LIABILITIES (CONTINUED):

Tax Allocation Bonds Payable (Continued):

The future debt service requirements on the 2008 Tax Allocation Revenue Refunding Bonds and

the 2009 Subordinate Tax Allocation Bonds are as follows:

Year Ending
June 30 Principal Interest Total
2010 $ 960,000 § 6,166,500 7,126,506
2011 1,160,000 5,541,650 6,701,650
2012 1,195,000 5,506,325 6,701,325
2013 1.230,000 5,469,950 6,699,950
2014 1,270,000 5,426,100 6,696,100
2015-2019 7,155,000 26,310,400 33,465,400
2020-2024 8,705,000 24,709,684 33,414,684
2025-2029 10,825,000 22,510,781 33,335,781
2030-2034 13,985,000 19,166,972 33,151,972
2035-2039 18,910,000 14,078,313 32,988,313
2040-2044 25,450,000 7,386,538 32,836,538
2045-2049 12.350.000 719.900 13,069,900
$ 103,195,000 § 142993119 § 246,188.119
Note Payable:

California Housing Finance Agency Note Pavable

$300,000 note dated February 6, 2002, and executed on January 28, 2004. The
principal is due January 28, 2014 with interest payable at a rate of 3%.

$ 300,000

Advances from the City of Westminster:

The Agency has an advance from the City of Westminster in the amount of
$49,166. The advance will be repaid in fiscal year 2010.

See accompanying independent auditors’ report.
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WESTMINSTER REDEVELOPMENT AGENCY

NOTES TO BASIC FINANCIAL STATEMENTS
(CONTINUED)

June 30, 2009

6. TRANSFERS:

Transfers Out

Special Debt Capital
Transfers In: Revenue Service Projects Totals
Special Revenue $ - % - 3% 222,760 % 222,760
Debt Service 154,143 - - 154,143
Capital Projects 6,241,385 18,000,000 - 24,241,385
Totals $ 6395528 § 18,000,000 § 222,760 § 24618288

Transfers to fund capital improvements were made from Special Revenue and Debt Service Funds
to the Capital Projects Funds. Transfers to pay for debt service were made from the Special
Revenue Fund to the Debt Service Fund.

7. PASS-THROUGH AGREEMENTS:

The Agency has entered into agreements with various governmental entities to “pass-through”
portions of tax increments received to entities, which are located within the Agency’s project areas.
Tax incremental revenues passed through to other agencies during fiscal year 2009 totaled
$7,133,757 and pass-throughs due and payable totaled $7,385,000 at year-end.

8. COMMITMENTS AND CONTINGENCIES:
Claims and Judgments:

At June 30, 2009, the Agency was a defendant in a number of lawsuits arising in the ordinary
course of operations, which allege liability on the part of the Agency in connection with workers
compensation and general liability matters. Management believes that potential losses relating to
these lawsuits will not materially affect the financial position of the Agency.

Debt Contingencies:

The Agency has a contingent liability with regard to the $6.1 million Westminster Redevelopment
Agency Multi-Family Housing Revenue Bonds issue dated December 16, 1993. The proceeds of
the bonds were loaned by the Agency to Elderly Development Westminster (Developer) pursuant
to a loan agreement between the Agency, Bank of America (Trustee) and the Developer. The
agreement was entered into simultaneously with the bond issuance and requires payments
sufficient to pay principal and interest consistent with the term bond maturity dates. The agreement
specifies that the Agency will help repay the Bonds in the event the base rents due from the
Developer, as well as reserve funds held by the Trustee, are insufficient to meet annual debt service
obligations.

See accompanying independent auditors’ report.
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WESTMINSTER REDEVELOPMENT AGENCY

NOTES TO BASIC FINANCIAL STATEMENTS
(CONTINUED)

June 30, 2009

8. COMMITMENTS AND CONTINGENCIES (CONTINUED):
Debt Contingencies (Continued):

If certain conditions are met, such assistance is further limited to 75% of debt service for the first
12 consecutive months, 75% of debt service for the next 12 consecutive months and 50% of annual
debt service thereafter. The bondholders have no other recourse against Agency funds and in no
event is the Agency liable for amounts in excess of annual debt service. On June 1, 2009 the
$4,900,000 in Bonds were recalled and there is no outstanding balance at the end of the year.

Not included in the accompanying financial statements are Variable Rate Demand Multifamily
Housing Revenue Bonds (Brookhurst Royale Senior Assisting Living Project) 2000 Series A and
Subordinate Taxable Multifamily Housing Revenue Bonds (Brookhurst Royale Senior Assisted
Living Project) 2000 Series A-S (collectively, the “Bonds™), conduit debt obligations issued under
the name of the Redevelopment Agency. The Bonds were issued to finance the construction of a
117-unit residential care facility for the elderly. The Bonds are not secured by or payable from
revenues or assets of the City or the Redevelopment Agency. Neither the faith and credit nor the
taxing power of the City of Westminster, the Westminster Redevelopment Agency, the State of
California or any political subdivision thereof is pledged to the payment of the principal of and
interest on the Bonds nor is the City or the Agency in any manner obligated to make appropriations
for payment on these bonds. At June 30, 2009, the aggregate principal amount of Bonds
outstanding totaled $7,290,000.

ERAF and SERAF Contingency:

During the fiscal year 2008-2009, the State of California experienced a severe budgetary crisis.
Various “budget trailer bills” were passed by the state legislature to balance the state’s budget,
including bills that required California redevelopment agencies to transfer funds to the Educational
Revenue Augmentation Fund (ERAF) and Supplemental Educational Revenue Augmentation Fund
(SERAF) administered by the various county auditor-controllers. Noted below is a general
explanation of the ERAF and SERAF legislation, together with the effect of this legislation on the
Westminster Redevelopment Agency (the Agency).

ERAF Contribution for the Fiscal Year 2008-2009

Pursuant to AB 1389, a budget trailer bill, California redevelopment agencies were required to
make ERAF contributions totaling $350 million for the fiscal year 2008-2009. The contributions
were due by May 10, 2009. The Agency’s required contribution for the fiscal year 2008-2009 was
$2,498,095.

See accompanying independent anditors’ report.
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June 30, 2009

8. COMMITMENTS AND CONTINGENCIES (CONTINUED):
ERAF and SERAF Contingency (Continued):

ERAF Contribution for the Fiscal Year 2008-2009 (Continued)

In response to AB 1389, the California Redevelopment Association (CRA) filed a lawsuit against
the State of California (California Redevelopment Association et al v. Genest), challenging the
constitutionality of the required ERAF contributions. On April 30, 2009, the Sacramento Superior
Court held in favor of CRA, ruling that AB 1389 was unconstitutional. On September 28, 2009, the
State of California announced its decision not to appeal the decision in “Genest”. Accordingly, the
Superior Court’s decision is now final and binding, and California redevelopment agencies will not
be required to make the ERAF contributions pursuant to AB 1389. Accordingly, the Agency did
not make the ERAF contribution of $2,498,095 for the fiscal year 2008-2009.

SERAF Contributions for the Fiscal Years 2009-2010 and 2010-2011

Pursuant to AB 26 4x, a budget trailer bill, California redevelopment agencies were required to
make SERAF contributions totaling $1.7 billion for the fiscal year 2009-2010 and $350 million for
the fiscal year 2010-2011. Under AB 26 4x, agencies may borrow a portion of the required
contributions from their low and moderate income housing fund. Alternatively, sponsoring
governmental agencies (the cities or counties) may elect to pay the SERAF contributions on behalf
of their redevelopment agencies. On October 20, 2009, the CRA filed a class action lawsuit in
behalf of all California redevelopment agencies, again challenging the SERAF obligations as
unconstitutional.

The Agency’s estimated SERAF contributions are §12,145,264 for the fiscal year 2009-2010 and
$2,498,095 for 2010-2011. However, it is the position of Agency officials that the SERAF
contributions required by AB 26 4x are unconstitutional, and that the Agency is not obligated to
make these contributions. Accordingly, the Agency intends to join as a Plaintiff in CRA’s class
action lawsuit, to overturn the provisions of AB 26 4x.

See accompanying independent auditors’ report.
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NOTES TO BASIC FINANCIAL STATEMENTS
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June 30, 2009

§. COMMITMENTS AND CONTINGENCIES (CONTINUED):
ERAF and SERAF Contingency (Continued):

SERAF Contributions for the Fiscal Years 2009-2010 and 2010-2011 {Continued)

If the clags action lawsuit is unsuccessful, and if the Agency is required to make these SERAF
contributions, Agency officials have estimated that the Agency will have sufficient funds to make
the estimated contributions, as follows:

Fiscal Year 2009-2010

The Agency will borrow $12,145,264 from the low and moderate income housing fund to make its
estimated contributions for the fiscal year 2009-2010.

Fiscal Year 2010-2011

The Agency will borrow §2,498.095 from the low and moderate income housing fund fo make its
estimated contributions for the fiscal year 2010-2011.

See accompanying independent auditors’ report.
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WESTMINSTER REDEVELOPMENT AGENCY

BUDGETARY COMPARISON SCHEDULE

RDA LOW AND MODERATE INCOME HOUSING SPECIAL REVENUE FUND

REVENUES:
Tax increment revenue

Investment and rental
Other

TOTAL REVENUES
EXPENDITURES:
Current:

Community development

EXCESS OF REVENUES OVER
{(UNDER) EXPENDITURES

OTHER FINANCING SOURCES (USES):
Transfers in

Transfers out

TOTAL OTHER FINANCING
SOURCES (USES)

NET CHANGE IN FUND BALANCE
FUND BALANCE - BEGINNING OF YEAR

FUND BALANCE - END OF YEAR

For the vear ended June 30, 2005

Variance with

Final Budget
Budgeted Amounts Positive
Original Final Actual (Negative)
§ 7,225,891 $ 7225891 $ 7384926 $ 159,035
460,000 460,000 804,463 344,463
2,000 2,000 1,540 {460)
7,687,891 7,687,891 8,190,929 503,038
977,725 1,098,493 960,765 137,728
6,710,166 6,589,398 7,230,164 640,766
- 222,760 222,760 -
{6.,4435,664) (6,442,287) {(6,395,528) 46,759
(6,445.664) (6,219,527) {6,172,768) 46,759
264,502 369,871 1,057,396 687,525
26,467,279 26,467,279 26,467,279 -
3 26,731,781 $ 26,837,150 $ 27,524,675 3 687,525

See accompanying independent anditors' report and note to required supplementary information.
panying P P q Y

-37 -



WESTMINSTER REDEVELOPMENT AGENCY
NOTE TO REQUIRED SUPPLEMENTARY INFORMATION

June 30, 2009

1. BUDGETARY PRACTICES:

In conjunction with the City’s budgeting process, the Agency adopts annual operating budgets for
the Special Revenue and Debt Service Funds that are on a basis consistent with accounting
principles generally accepted in the United States of America. The legal level of budgetary control,
that is, the level at which expenditures cannot exceed appropriations, is the fund level for these
funds. The City Manager may transfer appropriations between departments within the same fund.
All increases at the overall fund level must be approved by the Agency’s Board.

All unencumbered budget appropriations in the Special Revenue and Debt Service Funds
automatically lapse at the end of the fiscal year.

Capital projects are budgeted on a project-by-project basis in the Capital Projects Fund. Total
Capital Projects expenditures may not exceed appropriations unless approved by the Agency’s
Board. Remaining appropriated amounts are carried forward in the Capital Projects Fund to each
new fiscal year until such time as the projects are completed or terminated.

See accompanying independent auditors’ report.
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WESTMINSTER REDEVELOPMENT AGENCY

COMPUTATION OF LOW/MODERATE INCOME
HOUSING FUNDS - EXCESS SURPLUS

Tuly 1, 2008

All Project
Areas
OPENING FUND BALANCE - JULY 1, 2008 $ 26467279
LESS UNAVAILABLE AMOUNTS:
Notes and loans receivable (6,198,491
Land held for resale (4,298,867)
AVAILABLE LOW/MODERATE INCOME HOUSING FUNDS 15,969,921
LIMITATION {(GREATER OF $1,000,000 OR FOUR YEARS SET-ASIDE):
Set-aside for last four years:
2007 - 2008 $ 7,190,197
2006 - 2007 6,710,263
2005 - 2006 5,487,553
2004 - 2005 4,544 248
TOTAL SET-ASIDE FOR LAST FOUR YEARS $ 23,932,261
Base Hmitation $ 1,060,000
GREATER AMOUNT 23,932,261
COMPUTED EXCESS SURPLUS - JULY 1, 2008 3 -

See accompanying independent auditors’ report.
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INDEPENDENT AUDITORS” REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

The Board of Directors
Westminster Redevelopment Agency
Westminster, California

We have audited the accompanying financial statements of the governmental activities and each major
fund of the Westminster Redevelopment Agency (the Agency) as of and for the year ended
June 30, 2009, which collectively comprise the Agency’s basic financial statements and have issued
our report thereon dated October 16, 2009. We conducted our audit in accordance with auditing
standards generally accepted in the United States of America and the standards applicable to financial
audits contained in Government Auditing Standards, issued by the Comptroller General of the United
States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Agency’s internal control over financial
reporting as a basis for designing our anditing procedures for the purpose of expressing our opinion on
the financial statements, but not for the purpose of expressing an opinion on the effectiveness of the
Agency’s internal control over financial reporting. Accordingly, we do not express an opinion on the
effectiveness of the Agency’s internal control over financial reporting.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control such that there is a reasonable possibility that a material
misstatement of the Agency’s financial statements will not be prevented, or detected and corrected on a
timely basis,
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Internal Control Over Financial Reporting (Continued)

Our consideration of the internal control over financial reporting was for the limited purpose described
in the first paragraph of this section and was not designed to identify all deficiencies in internal control
over financial reporting that might be deficiencies, significant deficiencies or material weaknesses. We
did not identify any deficiencies in internal control over financial reporting that we consider to be
material weaknesses, as defined above.

Commpliance and Other Matters

As part of obtaining reasonable assurance about whether the Agency’s financial statements are free of
material misstatements, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts, Such provisions included those
provisions of laws and regulations identified in the Guidelines For Compliance Audits of California
Redevelopment Agencies, issued by the State Controller and as interpreted in the Suggested Auditing
Procedures for Accomplishing Compliance Audits of California Redevelopment Agencies, issued by
the Governmental Accounting and Auditing Committee of the California Society of Certified Public
Accountants. However, providing an opinion on compliance with those provisions was not an
objective of our audit and, accordingly, we do not express such an opinion. The results of our tests
disclosed no instances of noncompliance or other matters that are required to be reported under

Government Auditing Standards.

This report is intended solely for the information and use of the Westminster Redevelopment Agency
Directors and management of the Westminster Redevelopment Agency and the State Controller’s
Office, Division of Accounting and Reporting and is not intended to be and should not be used by
anyone other than these specific parties.
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