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El Cajon Redevelopment Agency
Statement of Net Assets
June 30, 2010

(with prior year data for comparison purposes only)

ASSETS
Current assets:
Cash and investments
Receivables:
Accounts
Interest
Taxes
Total current assets

Non-current assets:
Restricted cash and investments with fiscal agent
Loans receivable
Land held for resale
Land
Land improvements
Unamortized bond issuance cost
Total non-current assets

Total assets

LIABILITIES AND NET ASSETS
Current liabilities:
Accounts payable
Accrued liabilities
Deposits payable
Arbitrage rebate payable
Accrued interest payable
Long-term liabilities due within one year:
Accrued compensated absences
Tax allocation bonds
Total current liabilities

Non-current liabilities:
Long-term liabilities payable in more than one year:
Accrued compensated absences
Tax allocation bonds
Less unamortized discount
Total long-term liabilities

Total liabilities

Net assets:
Invested in capital assets, net of related debt
Restricted for:
Low and moderate income housing
Unrestricted

Total net assets (deficit)

The accompanying notes are an integral part of these financial statements.

Governmental Activities

2010 2009
$ 18,248,475 $ 31,231,661
51,035 100,501
93,582 187,724
247,658 307,980
18,640,750 31,827,866
11,144,345 12,157,161
9,676,414 9,305,173
23,301,782 11,584,163
2,954,327 2,954,327
795,343 -
385,921 400,214
48,258,132 36,401,038
66,898,882 68,228,904
1,857,699 989,724
55,985 42,308
16,915 -
159,479 101,800
852,900 867,255
49,855 54,439
1,255,000 1,205,000
4,247 833 3,260,526
169,761 163,317
66,320,000 67,575,000
(1,157,687) (1,202,213)
65,332,074 66,536,104
69,579,907 69,796,630
3,749,670 2,954,327
21,676,556 20,095,658
(28,107,251) (24,617,711)
$ (2,681,025)  $ (1,567,726)




El Cajon Redevelopment Agency
Statement of Activities

For the fiscal year ended June 30, 2010
(with prior year data for comparison purposes only)

EXPENSES
Governmental activities:
Community development
Low and moderate income housing
Interest on long-term debt

Total program expenses
GENERAL REVENUES
Taxes:
Incremental property taxes
Investment earnings
Other
Total general revenues
Change in net assets

Net assets (deficit), beginning of year

Net assets (deficit), end of year

Governmental Activities

2010 2009

11,857,137 $ 7,621,527
946,238 1,242,640
3,537,293 3,579,011
16,340,668 12,443,178
14,871,359 15,619,187
237,274 1,567,779
118,736 242,824
15,227,369 17,429,790
(1,113,299) 4,986,612
(1,567,726) (6,554,338)
(2,681,025)  $ (1,567,726)

The accompanying notes are an integral part of these financial statements.
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ASSETS
Cash and investments
Cash with fiscal agents
Receivables:

Accounts

Taxes

Interest

Loans
Land held for resale

Total assets

LIABILITIES AND FUND BALANCES
Liabilities:

Accounts payable

Accrued liabilities

Deposits payable

Arbitrage rebate payable

Deferred revenue

Total liabilities

Fund balances:
Reserved for:
Encumbrances
Accounts receivable
Loans receivable
Land held for resale
Low and moderate income housing
Debt service
Unreserved-undesignated:
Capital projects

Total fund balances

Total liabilities and fund balances

El Cajon Redevelopment Agency

Balance Sheet
Governmental Funds
June 30, 2010

Total
Special Debt Capital Governmental

Revenue Service Projects Funds
$ 7,618,815 $ 5,487,731 $ 5,141,929 $ 18,248,475
839,299 597,046 9,708,000 11,144,345
- - 51,035 51,035
49,532 198,126 - 247,658
31,468 27,979 34,135 93,582
9,530,270 - 146,144 9,676,414
4,251,309 - 19,050,473 23,301,782
$ 22,320,693 $ 6,310,882 $ 34,131,716 $ 62,763,291
$ 10,006 $ 802,816 $ 1,044,877 $ 1,857,699
22,866 - 33,119 55,985
- - 16,915 16,915
- 159,479 - 159,479
611,265 - 2,179 613,444
644,137 962,295 1,097,090 2,703,522
- - 930,041 930,041
- - 50,000 50,000
8,919,005 - 145,000 9,064,005
4,251,309 - 19,050,473 23,301,782
7,666,943 - - 7,666,943
839,299 5,348,587 - 6,187,886
- - 12,859,112 12,859,112
21,676,556 5,348,587 33,034,626 60,059,769
$ 22,320,693 $ 6,310,882 $ 34,131,716 $ 62,763,291

The accompanying notes are an integral part of these financial statements.
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El Cajon Redevelopment Agency
Reconciliation of the Balance Sheet of Governmental Funds
to the Statement of Net Assets
For the fiscal year ended June 30, 2010

Fund balances of governmental funds $ 60,059,769

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

Capital assets used in governmental activities are not current financial resources
and, therefore, not reported in the governmental funds balance sheet. 3,749,670

Long-term debt and compensated absences have not been reported as a liability
in the governmental funds:

Tax allocation bonds payable (67,575,000)
Compensated absences (219,616)

Bond discount and bond issuance costs are expended in governmental funds
when paid and are capitalized and amortized over the life of the corresponding
bonds for purposes of the statement of net assets. 1,543,608

Accrued interest payable for the current portion of interest due on bonds payable
has not been reported in the governmental funds. (852,900)

Revenues that are measurable but not available are recorded as deferred revenue
under the modified accrual basis of accounting. 613,444

Net assets (deficit) of governmental activities $ (2,681,025)

The accompanying notes are an integral part of these financial statements.
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El Cajon Redevelopment Agency
Statement of Revenues, Expenditures and Changes in Fund Balances
Governmental Funds

For the fiscal year ended June 30, 2010

REVENUES

Incremental property taxes
Investment earnings

Other

Total revenues

EXPENDITURES
Current:
Administrative
Project costs
Pass-through payments
Supplemental ERAF payment
Debt service:
Principal
Interest and fiscal charges

Total expenditures

Excess (deficiency) of revenues over
(under) expenditures

OTHER FINANCING SOURCES (USES)
Transfers in
Transfers out to the City of El Cajon
Transfers out

Total other financing
sources (uses)

Net change in fund balances
Fund balances, beginning

Fund balances, ending

Total
Special Debt Capital Governmental

Revenue Service Projects Funds
$ 2,974,272 $ 11,897,087 $ - $ 14,871,359
142,925 (31,577) (13,027) 98,321
2,180 - 116,556 118,736
3,119,377 11,865,510 103,529 15,088,416
557,924 254,950 1,058,928 1,871,802
321,108 - 2,047,001 2,368,109
- 3,343,196 - 3,343,196
- 4,998,557 - 4,998,557
- 1,205,000 - 1,205,000
- 3,492,829 - 3,492,829
879,032 13,294,532 3,105,929 17,279,493
2,240,345 (1,429,022) (3,002,400) (2,191,077)
- 592,241 16,937,885 17,530,126
(67,206) - (947,988) (1,015,194)
(592,241) (16,937,885) - (17,530,126)
(659,447) (16,345,644) 15,989,897 (1,015,194)
1,580,898 (17,774,666) 12,987,497 (3,206,271)
20,095,658 23,123,253 20,047,129 63,266,040
$ 21,676,556 $ 5,348,587 $ 33,034,626 $ 60,059,769

The accompanying notes are an integral part of these financial statements.
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El Cajon Redevelopment Agency
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, 2010

Net change in fund balances - total governmental funds $ (3,206,271)

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

Governmental funds report capital outlays as expenditures. However, in the
statement of activities the cost of these assets are allocated over their
estimated useful lives and reported as depreciation expense. This is the
amount by which capital outlays exceeded depreciation in the current period.

Capital outlay 795,343

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

Principal payments:

2000 Tax allocation refunding bonds 15,000
2005 Tax allocation refunding bonds 905,000
2007 Tax allocation bonds 285,000

Some expenses reported in the statement of activities do not require the use of
current financial resources and, therefore, are not reported as expenditures in
governmental funds.

Decrease in accrued interest expense 14,355
Amortization of bond issuance costs (14,293)
Increase in compensated absences (1,860)
Amortization of bond discount (44,526)

Revenues that are measurable but not available are recorded as
deferred revenue under the modified accrual basis of accounting. 138,953

Change in net assets of governmental activities $ (1,113,299)

The accompanying notes are an integral part of these financial statements.
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El Cajon Redevelopment Agency
Notes to the Basic Financial Statements
June 30, 2010

Note 1: Summary of Significant Accounting Policies

The accounting policies of the El Cajon Redevelopment Agency (the Agency) conform to generally accepted
accounting principles.

Organization and tax increment financing

The EI Cajon Redevelopment Agency was established in July 1971 pursuant to the California Community
Redevelopment Laws. As of June 30, 2010, there was one project area within the Agency.

The Agency’s project area, the Central Business District Redevelopment Project Area, was established in
December 1971 in the downtown portion of the City of El Cajon (City). The general objectives of the Agency’s
redevelopment activities are to eliminate and arrest further establishment of blighted conditions in the project
area, to encourage and ensure the rehabilitation, rebuilding, and redevelopment of the project area, and to
redevelop and rebuild the public facilities in the project area to provide safer and more efficient service for the
people in the area and the general public as a whole.

The Agency’s primary source of revenues, other than loans, advances from the City and bond proceeds, comes
from property taxes referred to in the accompanying basic financial statements as “tax increment.” Property taxes
allocated to the Agency are computed in the following manner:

(1) The assessed valuation of all property within the project areas is determined on the date of adoption of
the Agency’s redevelopment plan for such areas.

(2) Property taxes related to the incremental increase in assessed values within the project area since the
adoption of the Agency’s redevelopment plan are allocated to the Agency.

The Agency has no power to levy and collect taxes, and any legitimate property tax reduction might
correspondingly reduce the amount of tax revenues that would otherwise be available to pay the principal of, and
interest on, bonds or advances from the City. Broadened property tax exemptions could have a similar effect.
Conversely, any increase in the tax rate or assessed valuation, or any reduction or elimination of present
exemptions, would not necessarily increase the amount of tax revenues that would be available to pay principal
and interest on bonds or advances from the City.

The County of San Diego (County) bills and collects property taxes on behalf of numerous special districts and
incorporated cities, including the Agency. The Agency'’s collection of the current year’s taxes are received through
periodic apportionments from the County.

The County’s tax calendar is from July 1 to June 30. Property taxes attach as a lien on the property on March 1.
Taxes are levied on July 1 and are payable in two equal installments on November 1 and February 1, and
become delinquent after December 10 and April 10, respectively.

Relationship to the City of El Cajon

The Agency is a component unit of the reporting entity of the City. In accordance with generally accepted
accounting principles, the funds of the Agency have been included within the scope of the comprehensive annual
financial report of the City, as the City is considered financially accountable for the Agency. Blended component
units, although legally separate entities, are, in substance, part of the government’s operations and so data from
these units are combined with the data of the primary government.



El Cajon Redevelopment Agency
Notes to the Basic Financial Statements
June 30, 2010

Note 1: Summary of Significant Accounting Policies (continued)
Basis of accounting and measurement focus
The basic financial statements of the Agency are composed of the following:
e Government-wide financial statements
e Fund financial statements
¢ Notes to the basic financial statements
Government-wide financial statements

Government-wide financial statements display information about the reporting government as a whole, except for
its fiduciary activities. Those statements include separate columns for the governmental and business-type
activities of the primary government (including its blended component units), as well as its discretely presented
component units. The Agency has no business-type activities or component units (discrete or blended). As a
general rule, the effect of interfund activity has been eliminated from the government-wide financial statements.
Eliminations have been made in the Statement of Activities so that certain allocated expenses are recorded only
once (by the function to which they were allocated). However, general government expenses have not been
allocated as indirect expenses to the various functions of the Agency.

The accompanying government-wide financial statements for the Agency present negative net assets because
the primary activity of the Agency is to issue debt to provide incentives for redevelopment activities.

Government-wide financial statements are presented using the economic resources measurement focus and the
accrual basis of accounting. Under the economic resources measurement focus, all (both current and long-term)
economic resources and obligations of the reporting government are reported in the government-wide financial
statements. Basis of accounting refers to when revenues and expenditures are recognized in the accounts and
reported in the financial statements. Under the accrual basis of accounting, revenues, expenses, gains, losses,
assets, and liabilities resulting from exchange and exchange-like transactions are recognized when the exchange
takes place. Revenues, expenses, gains, losses, assets, and liabilities resulting from nonexchange transactions
are recognized in accordance with the requirements of GASB No. 33.

Program revenues include charges for services and payments made by parties outside of the reporting
government’s citizenry if that money is restricted to a particular program. Program revenues are netted with
program expenses in the Statement of Activities to present the net cost of each program.

Amounts paid to acquire capital assets are capitalized as assets in the government-wide financial statements,
rather than reported as an expenditure. Proceeds of long-term debt are recorded as a liability in the government-
wide financial statements, rather than as an other financing source. Amounts paid to reduce long-term
indebtedness of the reporting government are reported as a reduction of the related liability, rather than as an
expenditure.
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El Cajon Redevelopment Agency
Notes to the Basic Financial Statements
June 30, 2010

Note 1: Summary of Significant Accounting Policies (continued)
Fund financial statements

The underlying 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. The operations of each fund are accounted for with a
separate set of self-balancing accounts that comprise its assets, fund equity, revenues and expenditures or
expenses, as appropriate. 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 primary government’s governmental funds are presented after the government-
wide financial statements. These statements display information about major funds individually and non-major
funds in the aggregate for governmental funds. The Agency has no non-major funds.

Governmental funds

In the fund financial statements, the governmental funds are presented using the modified-accrual basis of
accounting. Their revenues are recognized when they become measurable and available as net current assets.
Measurable means that the amounts can be estimated, or otherwise determined. Available means that the
amounts were collected during the reporting period or soon enough thereafter to be available to finance the
expenditures accrued for the reporting period. The Agency uses a sixty day availability 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 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 non-
exchange 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 non-exchange transactions are
recognized as revenues when all applicable eligibility requirements have been met.

In the fund financial statements, governmental funds are presented using the current financial resources
measurement focus. This means that only current assets and current liabilities are generally included on their
balance sheets. The reported fund balance (net current assets) is considered to be 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.

Non-current portions of long-term receivables due to governmental funds are reported on their balance sheets in
spite of their spending measurement focus. Special reporting treatment is used to indicate, however, that they
should not be considered “available spendable resources,” since they do not represent net current assets.
Recognition of governmental fund type revenues represented by non-current receivables are deferred until they
become current receivables. Non-current portions of other long-term receivables are offset by fund balance
reserve accounts.

Because of their spending measurement focus, expenditure recognition for governmental fund types excludes
amounts represented by non-current 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, expenditures/expenses are considered
to be paid first from restricted resources, and then from unrestricted resources.
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El Cajon Redevelopment Agency
Notes to the Basic Financial Statements
June 30, 2010

Note 1: Summary of Significant Accounting Policies (continued)
Fund classifications
The following funds are presented as major funds in the accompanying basic financial statements:

The Special Revenue Fund is used to account for the required 20% set aside from property tax increment that is
legally restricted for debt service and for increasing or improving housing for low and moderate income
households.

The Debt Service Fund is used to account for tax increment revenues, bond proceeds required to be set aside for
future debt service and related interest income. The funds are used to repay principal and interest on
indebtedness of the Agency.

The Capital Projects Fund is used to account for general operations of the Agency as well as for loans and
advances from the City, proceeds from the sale of land, earnings on invested funds and certain other income. The
funds are expended primarily for redevelopment project costs and administrative expenditures.

Cash and investments

The Agency’s cash and investments are pooled with the City’s cash and investments, except for assets held by
fiscal agents. The Agency’s share in this pool is displayed in the accompanying basic financial statements as
cash and investments. Investment income earned by the pooled investments is allocated monthly to the various
funds and component units based on fund percentage of monthly average cash and investment balances.

Investments are reported in the accompanying balance sheet at fair value, except for certain certificates of
deposit and investment contracts that are not affected by the changes in market interest rates. Changes in fair
value that occur during a fiscal year are recognized as investment earnings reported for that fiscal year.
Investment earnings include interest earnings, changes in fair value, and any gains or losses realized upon the
liquidation or sale of investments.

Land held for resale

Land held for resale is carried at the lower of cost or estimated net realizable value. Such costs are charged to the
current year’s project expenditures as related land and structures are sold.

Capital assets

Capital assets of $10,000 or more are capitalized. Capital assets are recorded at cost for asset purchases where
historical records are available and at an estimated historical cost where no historical records exist. Contributed
fixed assets are valued at their estimated fair market value at the date of the contribution.

Compensated absences

The total amount of accrued unused vacation and sick leave benefits is included as a liability in the government-
wide financial statements. A liability for these amounts is reported in governmental funds only if they have
matured, for example, as a result of employee resignations and retirements.

Sick leave balance may be used to pay health insurance premiums in retirement according to the following
schedule:

10 through 14 years of service: 25% of the sick leave balance at retirement;

15 through 19 years of service: 50% of the sick leave balance at retirement;
20+ years of service: 75% of the sick leave balance at retirement.
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El Cajon Redevelopment Agency
Notes to the Basic Financial Statements
June 30, 2010
Note 1: Summary of Significant Accounting Policies (continued)
Use of estimates
The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of financial statements and the reported amounts of
revenue and expenditures during the reporting period.
Prior year data
The information included in the accompanying government-wide financial statements for the prior year has been
presented for comparison purposes only and does not represent a complete presentation in accordance with
generally accepted accounting principles. Certain minor reclassifications of prior year data have been made in
order to enhance their comparability with current year data.
Note 2: Cash and Investments

Cash and investments as of June 30, 2010 are classified in the accompanying financial statements as follows:

Statement of net assets:

Cash and investments $ 18,248,475
Restricted cash and investments with fiscal agent 11,144,345
Total cash and investments $ 29,392,820

Cash and investments as of June 30, 2010 consist of the following:

Equity in City investment pool $ 18,232,518
Investments 11,160,302
Total cash and investments $ 29,392,820

Equity in the cash and investment pool of the City of El Cajon

The Agency has no separate bank accounts or investments other than the investment in State Investment Pool,
investments held by bond trustee and the Agency’s equity in the cash and investment pool managed by the City.
The Agency is a voluntary participant in the City’s investment pool. This pool is governed by and under the
regulatory oversight of the Investment Policy adopted by the City Council of the City. The Agency has not adopted
an investment policy separate from that of the City. 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 calculated by the City for the entire City portfolio. The balance available for withdrawal is based on the
accounting records maintained by the City, which are recorded on an original cost basis.
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El Cajon Redevelopment Agency
Notes to the Basic Financial Statements
June 30, 2010

Note 2: Cash and Investments (continued)
Investment in state investment pool

The Agency is a voluntary participant in the Local Agency Investment Fund (LAIF) that is regulated by the
California Government Code 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 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.

LAIF is a governmental investment pool managed and directed by the California State Treasurer and is not
registered with the Securities and Exchange Commission. An oversight committee comprised of California State
officials and various participants provide oversight to the management of the fund. The daily operations and
responsibilities of LAIF fall under the auspices of the State Treasurer’s office. The maximum investment in LAIF is
$50,000,000.

Investments authorized by debt agreements

Investment of debt proceeds with fiscal agent are governed by provisions of the debt agreements, rather than the
general provisions of the California Government Code or the Agency’s investment policy. The table below
identifies the investment types that are authorized for investments with fiscal agent. The table also identifies
certain provisions of these debt agreements that address interest rate risk and concentration of credit risk.

Maximum Maximum
Maximum Percentage Investment
Authorized Investment Type Maturity Allowed in One Issuer

General Obligations of States None None None
U.S. Treasury Obligations None None None
U.S. Agency Securities None None None
Banker's Acceptances 360 days None None
Commercial Paper 270 days None None
Money Market Mutual Funds N/A None None
Investment Contracts 30 years None None
Pre-Refunded Municipal Obligations None None None
Local Agency Investment Fund (LAIF) N/A None None

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 for operations.

Information about the Agency’s exposure to interest rate risk as a result of its equity in the cash and investment

pool of the City is provided by disclosures in the notes to the basic financial statements of the City that show the
distribution of the City’s investments by maturity.
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El Cajon Redevelopment Agency
Notes to the Basic Financial Statements
June 30, 2010
Note 2: Cash and Investments (continued)

Disclosures relating to interest rate risk (continued)

Information about the sensitivity of the fair values of the Agency’s investments to market interest rate fluctuations
is provided by the following table that shows the distribution of these investments by maturity:

Remaining maturity

12 Months 13-24 25-60 More Than
Investment Type Amounts Or Less Months Months 60 Months
State Investment Pool $ 18,232,518 $ 18,232,518 $ - $ - $ -
Held by fiscal agent:
AIM Short-term
Investment Treasury 1,436,344 1,436,344 - - -
State Investment Pool 9,723,958 9,723,958 - - -
Total $ 29,392,820 $ 29,392820 $ - $ - $ -

Disclosures relating to credit risk

Generally, credit risk is the risk that an issuer of an investment will not fulfill its obligations 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 as of year end for each
investment type.

Minimum Ratings at fiscal year end
Legal Not
Investment Type Amount Rating AAA Rated
State Investment Pool $ 18,232,518 N/A $ - $ 18,232,518
Held by fiscal agent:
AIM Short-term AAA
Investment Treasury 1,436,344 1,436,344 -
State Investment Pool 9,723,958 N/A - 9,723,958
Total $ 29,392,820 $ 1,436,344 $ 27,956,476

Custodial credit risk

The Agency does not have significant separate certificates of deposit or demand accounts held by bond trustee
that are subject to disclosable custodial credit risk (as defined by GASB Statement No. 40). The Agency does not
have direct investments in securities subject to disclosable custodial credit risk (as defined by GASB Statement
No. 40).

For the investments held by bond trustee, the bond trustee selects the investment under the terms of the

applicable trust agreement, acquires the investment, and holds the investment on behalf of the reporting
government.
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El Cajon Redevelopment Agency
Notes to the Basic Financial Statements
June 30, 2010

Note 2: Cash and Investments (continued)

Fair value investments

GASBS No. 31 establishes fair value standards for investments in participating interest earning investment
contracts, external investment pools, equity securities, option contracts, stock warrants and stock rights that have
readily determinable fair values. Accordingly, the Agency reports its investments at fair value on the balance
sheet. All investment income, including changes in the fair value of investments, is recognized as revenue in the
operating statement.

Note 3: Loans Receivable

Balance at
June 30, 2010

El Cajon Gardens, L.P. (Laurel Village Project)

In October 1997, the Agency entered into an Affordable Housing Agreement with El
Cajon Gardens, L.P. (the Borrower) (c/o Affirmed Housing Group) for the purpose of
rehabilitating forty-two apartment properties on Leslie Road. Under the agreement,
the Agency agreed to loan the Borrower up to $690,000, at an interest rate of 6%.
The loan is to be repaid one hundred and eighty months (fifteen years) from the
execution of the Promissory Note. The Note was executed on October 9, 1997 and
is secured by a Deed of Trust. As of June 30, 2010, $690,000 had been loaned by
the Agency. The balance outstanding includes accrued interest of $497,528.
$ 1,187,528

Lexington Avenue Senior Apartments

In fiscal year 1993-94, the Agency entered into a Disposition and Development
Agreement with Lexington Avenue Senior Apartments (the Developer) to provide for
the development of affordable housing on certain property situated within the Project
Area. The Agency loaned the Developer $550,000, which is to be repaid in forty
equal annual installments of $13,750 each, with no interest. If the Developer
remains in compliance with the provisions of the agreement during the one-year
period preceding the due date of the note installment, the installment is forgiven and
the principal balance of the note is reduced by the amount of forgiven. At the end of
the agreement, the property reverts back to the Agency. 330,000

Weiland Development Company

In March 2009, the Agency entered into an Affordable Housing Agreement with
Weiland Development Company to acquire real property for the construction of
twenty-six single-family homes and for down payment assistance for qualified first
time homebuyers for the aggregate amount not to exceed $2,950,000. The loan
shall be repaid on the earlier of eighteen months from the date of recordation,
funding of construction loan, or sale of the twenty-sixth unit, whichever occurs first.
In lieu of repayment, Weiland may request that the loan be repaid, in whole or in
part, up to the twenty-sixth unit in equal amounts not to exceed $113,450 per unit.
Interest accrues at the annual rate of 3.25%. The balance outstanding includes
accrued interest of $113,737.
3,063,737
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El Cajon Redevelopment Agency
Notes to the Basic Financial Statements
June 30, 2010

Note 3: Loans Receivable (continued)

Balance at
June 30, 2010

Downtown El Cajon Brewing Company

In September 2009, the Agency entered into an agreement with the Downtown El
Cajon Brewing Company (Operator) to establish a new restaurant and micro-
brewing business in downtown El Cajon helping promote economic revitalization
under the Redevelopment Plan. The Agency had agreed to provide financial
assistance for development and tenant improvement costs. As of June 30, 2010,
the Agency had loaned the Operator $145,000 at an annual interest rate of 6%,
which is to be repaid in ten equal annual installments. The Operator’s obligation to
repay the loan may be forgiven by the Agency provided that the Operator performs
as required by the terms and conditions under the Participation Agreement between
the Agency and the Operator dated February 11, 2010. The balance outstanding
includes accrued interest of $1,144.

146,144
Other
The Agency has made various rehabilitation loans to low income households during
the past few years. Provided that the Borrower continues to occupy the property as
their primary residence, the principal sum is to be repaid upon the sale, transfer or
change in title to the property. A few of the loans are forgivable if the Borrower meets
certain criteria. The loans are secured by a Deed of Trust and may bear interest.
4,949,005
Total $ 9,676,414

Note 4: Capital Assets

Capital assets consist of land used for open space acquired by the Agency and improvements to the land in
connection with the redevelopment plan. Changes in capital assets for the year ended June 30, 2010 were as
follows:

Beginning Ending

balance Additions Retirements balance
Land $ 2,954,327 $ - $ - $ 2,954,327
Land improvements - 795,343 - 795,343
$ 2,954,327 $ 795,343 $ - $ 3,749,670
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El Cajon Redevelopment Agency
Notes to the Basic Financial Statements
June 30, 2010

Note 5: Deferred Revenue

At June 30, 2010, the following deferred revenues were recorded in the fund financial statements because the
revenues or funds were not available to finance expenditures for the current period:

Special Revenue Fund
Loans Receivable — El Cajon Gardens, L.P. $ 497,528
Loans Receivable — Weiland Development 113,737

Capital Projects Fund

Loans Receivable — Downtown El Cajon Brewing Company 1,144
Accounts Receivable — ElI Cajon Community Development Corporation 1,035
Total $ 613,444

Note 6: Long-Term Liabilities

The following is a schedule of changes in long-term liabilities of the Agency for the fiscal year ended June 30,
2010:

Beginning Ending Due within
balance Additions Deletions balance one year
Bonds:
2000 Tax allocation
refunding bonds $ 15,975,000 $ - $ 15,000 $ 15,960,000 $ 20,000
2005 Tax allocation
refunding bonds 37,590,000 - 905,000 36,685,000 940,000
2007 Tax allocation
bonds 15,215,000 - 285,000 14,930,000 295,000
Subtotal bonds 68,780,000 - 1,205,000 67,575,000 1,255,000
Less deferred amounts:
For issuance discount (1,202,213) - (44,526) (1,157,687) -
Total bonds 67,577,787 - 1,160,474 66,417,313 1,255,000
Compensated absences 217,756 66,079 64,219 219,616 49,855
Total long-term debt $ 67,795,543 $ 66,079 $ 1,224,693 $ 66,636,929 $ 1,304,855

Compensated absences are primarily liquidated by capital project fund resources.
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El Cajon Redevelopment Agency
Notes to the Basic Financial Statements
June 30, 2010

Note 6: Long-Term Liabilities (continued)

2000 Tax allocation refunding bonds

On August 15, 2002, the Agency issued $16,000,000 Taxable Tax Allocation
Refunding Bonds, Issue of 2000 (the Bonds), to refund the 1997 notes payable that
were subordinate to the 1997 Tax Allocation Refunding Bonds. The Bonds are being
issued on a parity basis with the Agency’s Tax Allocation Refunding Bonds, Issue of
1997. The Bonds are term bonds maturing on October 1, 2020 and October 1, 2030
and are subject to mandatory redemption from minimum sinking account payments,
in part by lot, by October 1, 2006 and October 1, 2021, respectively, and on each
October 1 thereafter at a redemption price equal to the principal amount thereof plus
accrued interest to the redemption date. The Bonds are subject to optional
redemption prior to maturity, in whole or in part, on any date. Interest is payable
semi-annually on April 1 and October 1 at interest rates ranging from 7.6% to 7.7%.
The Agency has pledged 100% of future tax increment revenue (less amounts
payable by or required to be set-aside by the Agency under and pass-through
agreements and by the amount required to be set-aside for low and moderate
housing as required by the California Health and Safety Code) as security for the
bonds in the amount of $48,586,035 (total principal and interest). The pledge is
considered outstanding for the duration of the debt service requirements (30 years).
Total pledged revenues for the fiscal year ended June 30, 2010, totaled $14,871,359
with the required debt service amount of $1,244,005. The required reserve balance
was $1,600,000. As of June 30, 2010, the reserve balance was $1,436,345. In
addition, the Agency has an insurance policy to cover any additional shortfalls.

2005 Tax allocation refunding bonds

On October 1, 2005, the Agency issued $40,000,000 Tax Allocation Refunding
Bonds, Issue of 2005 (the Bonds), to advance refund the 1997 Tax Allocation
Refunding Bonds, of which $29,440,000 were outstanding as of October 1, 2005. As
of June 30, 2006, the 1997 bonds had been paid in full. This resulted in a present
value cash flow savings of $1,070,000 and a deferred amount on refunding
(difference between the present value of the new debt service payments and the old
debt service payments) of $10,176,549. The Bonds are term bonds maturing on
October 1, 2030 and October 1, 2036 and are subject to mandatory redemption from
minimum sinking account payments, in part by lot, on October 2023 and October 1,
2031, respectively, and on each October 1 thereafter at a redemption price equal to
the principal amount thereof plus accrued interest to the redemption date. Interest is
payable semi-annually on April 1 and October 1 at interest rates ranging from 3% to
4.5%. The Agency has pledged 100% of future tax increment revenue (less amounts
payable by or required to be set-aside by the Agency under and pass-through
agreements and by the amount required to be set-aside for low and moderate
housing as required by the California Health and Safety Code) as security for the
bonds in the amount of $74,771,204 (total principal and interest). The pledge is
considered outstanding for the duration of the debt service requirements (30 years).
Total pledged revenues for the fiscal year ended June 30, 2010, totaled $14,871,359
with the required debt service amount of $2,525,805.The Agency has an insurance
policy to cover any shortfalls.
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El Cajon Redevelopment Agency
Notes to the Basic Financial Statements
June 30, 2010

Note 6: Long-Term Liabilities (continued)

2007 Tax allocation bond

On October 1, 2006, the Agency issued $15,750,000 Tax Allocation Bonds, Issue of
2007 (the Bonds), to finance redevelopment project activities within or for the benefit
of the City of ElI Cajon Redevelopment Project Area of the Agency. The Bonds are
being issued on a parity basis with the Agency’s Taxable Tax Allocation Refunding
Bonds, Issue of 2000, and Tax Allocation Refunding Bonds, Issue of 2005. The
Bonds are term bonds maturing October 1, 2030 and October 1, 2037 and are
subject to mandatory redemption from mandatory sinking account payments, in part
by lot, on October 1, 2023 and October 1, 2031, respectively, and on each October
1 thereafter at a redemption price equal to the principal amount thereof plus accrued
interest to the redemption date. The Bonds are subject to optional redemption prior
to maturity, in whole or in part, on any date. Interest is payable semi-annually on
April 1 and October 1 at interest rates ranging from 3.45% to 4.25%. The Agency
has pledged 100% of future tax increment revenue (less amounts payable by or
required to be set-aside by the Agency under any pass-through agreements and by
the amount required to be set-aside for low and moderate housing as required by
the California Health and Safety Code) as security for the bonds in the amount of
$28,919,597 (total principal and interest). The pledge is considered outstanding for
the duration of the debt service requirements (30 years). Total pledged revenues for
the fiscal year ended June 30, 2010, totaled $14,871,359 with the required debt
service amount of $928,019. The Agency has an insurance policy to cover any
shortfalls.

Total tax allocation bonds

Note 7: Debt Service Requirements to Maturity

The annual requirements to amortize tax allocation refunding bonds and tax allocation bonds outstanding as of

June 30, 2010, including interest payments to maturity, are as follows:

Outstanding at
June 30, 2010

14,930,000

$ 67,575,000

Fiscal Year
Ending June 30, Principal Interest Total

2011 $ 1,255,000 $ 3,442,999 $ 4,697,999
2012 1,305,000 3,390,989 4,695,989
2013 1,355,000 3,336,799 4,691,799
2014 1,410,000 3,279,917 4,689,917
2015 1,470,000 3,218,766 4,688,766

2016 - 2020 8,365,000 15,051,545 23,416,545

2021 - 2025 10,025,000 12,947,112 22,972,112

2026 - 2030 12,890,000 9,327,418 22,217,418

2031 - 2035 18,975,000 4,620,780 23,595,780

2036 - 2038 10,525,000 572,138 11,097,138
Totals $ 67,575,000 $ 59,188,463 $ 126,763,463
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El Cajon Redevelopment Agency
Notes to the Basic Financial Statements
June 30, 2010

Note 8: Debt Without Government Commitment

In April 1998, the Agency issued $5,400,000 Variable Rate Demand Multifamily Housing Revenue Bonds, Series
1998 (Park-Mollison and Madison apartments) to provide for the acquisition and rehabilitation of two multifamily
rental housing developments owned by Madison/Mollison, L.P. (the Owner), a California Limited Partnership.
Pursuant to a Loan Agreement, the Agency loaned the proceeds of the Bonds to the Owner for its use in financing
the project. The principal and interest on the Bonds are secured solely by a pledge of revenues (loan repayments)
under the indenture, including amounts drawn under an irrevocable Letter of Credit and an irrevocable Standby
Letter of Credit. Therefore, the liability for the Bonds is not included in the Agency. At June 30, 2009, $4,700,000
was outstanding.

Note 9: Employees’ Retirement Plans

The City of El Cajon contributes to the California Public Employees Retirement System (CalPERS), an agent
multiple-employer public employee defined benefit pension plan. CalPERS provides retirement and disability
benefits, annual cost-of-living adjustments, and death benefits to plan members and beneficiaries. CalPERS acts
as a common investment and administrative agent for participating public entities within the State of California.
Benefit provisions and all other requirements are established by State statue and City ordinance. Copies of
CalPERS’ annual financial report may be obtained from their executive office: 400 P Street, Sacramento,
California 95814.

Participants are required to contribute 8% (9% for safety employees) of their annual covered salary. The City
makes the contributions required of City employees on their behalf and for their account. The City is required to
contribute at an actuarially determined rate; the fiscal year 2009-10 rate was 21.394% for non-safety employees,
and 29.263% for safety employees, of annual covered payroll. The contribution requirements of plan members
and the City are established, and may be amended, by CalPERS. Other pertinent information related to this plan
can be obtained by referring to the City’s 2010 Comprehensive Annual Financial Report.

Note 10: Commitments and Contingencies

Owners Partnership Agreement with Kamcott Enterprises, Inc. (Mazda/Kia)

In October 2001, the Agency agreed to reimburse Kamcott Enterprises, Inc. for acquisition and development
costs, not to exceed $750,000, in connection with certain real property located at 720 El Cajon Blvd (Site). In
exchange for Agency assistance, Kamcott has agreed that the Site shall be devoted to a new automobile
dealership, El Cajon Mazda/Kia, for a period of not less than ten (10) years following development of the Site.

El Cajon Mazda/Kia ceased business at this location. Accordingly, the Owners Participation and Reimbursement
Agreement with Kamcott Enterprises, Inc. terminated. A total of $363,306 was paid during the life of this
agreement.

Other contingencies

The Agency is a defendant to various legal actions arisen in the normal course of business. In the opinion of

management of the Agency, ultimate resolution of such matters will not have a material adverse effect on the
basic financial statements of the Agency.

-21-



El Cajon Redevelopment Agency
Notes to the Basic Financial Statements
June 30, 2010
Note 11: Interfund Transfers

Transfers in and out for the year ended June 30, 2010 were as follows:

Transfers to Debt Service Fund from:

Special Revenue Fund $ 592,241 (1)
Transfer to Capital Projects Fund from:
Debt Service Fund 16,937,885 (2)
Transfers to City from:
Capital Projects Fund 947,988 (2)
Special Revenue Fund 67,206 (2)
Total $ 18,545,320

Interfund transfers were used to fund (1) debt service payments and (2) redevelopment capital projects.

Note 12: Excess Surplus

Excess surplus exists when the encumbered fund balance of the Low and Moderate Income Housing Fund
(Special Revenue Fund) exceeds the greater of $1,000,000 or the aggregate amount of tax increment deposited
into the Special Revenue Fund during the four prior fiscal years. Encumbered funds are funds reserved and
committed pursuant to a legally enforceable contract or agreement for expenditure for authorized redevelopment
activities.

In accordance with the Health and Safety Code, the Agency prepared its calculation to determine if an excess

surplus exists in the Special Revenue Fund, as defined by the Health and Safety Code. As a result of the
calculation, it was determined that the Agency did not have excess surplus as of July 1, 2010.
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For the fiscal year ended June 30, 2010

REVENUES

Incremental property taxes
Investment earnings

Other

Total revenues
EXPENDITURES
Current:

Administrative
Project costs

Total expenditures

Excess (deficiency) of revenues over
(under) expenditures

OTHER FINANCING USES
Transfers out to the City of El Cajon
Transfers out

Total other financing uses

Net change in fund balance

Fund balance, beginning

Fund balance, ending

El Cajon Redevelopment Agency
Budgetary Comparison Schedule

Special Revenue Fund

Budgeted Amounts

Variance with

Original Final Actual Final Budget
$ 3,168,753 $ 3,168,753 $ 2,974,272 $ (194,481)
228,675 228,675 142,925 (85,750)
1,701,750 1,701,750 2,180 (1,699,570)
5,099,178 5,099,178 3,119,377 (1,979,801)
729,723 729,723 557,924 171,799
8,610,487 8,610,487 321,108 8,289,379
9,340,210 9,340,210 879,032 8,461,178
(4,241,032) (4,241,032) 2,240,345 6,481,377
(113,569) (113,569) (67,206) 46,363
(595,901) (595,901) (592,241) 3,660
(709,470) (709,470) (659,447) 50,023
(4,950,502) (4,950,502) 1,580,898 6,531,400
20,095,658 20,095,658 20,095,658 -
$ 15,145,156 $ 15,145,156 $ 21,676,556 $ 6,531,400
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El Cajon Redevelopment Agency
Notes to Required Supplementary Information
June 30, 2010

Note 1: Budgetary Control and Accounting

The Agency adopts an annual budget prepared on the modified accrual basis of accounting for its Special
Revenue and Debt Service Funds. The budgets of the Agency’s capital projects are primarily “long-term” which
emphasize major program and capital outlay plans extending over one year. Because of the long-term nature of
community development projects, “annual” budget comparisons are not considered meaningful, and, accordingly,
no budgetary information is included for the Capital Projects Fund in the accompanying financial statements.
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El Cajon Redevelopment Agency

Schedule of Revenues, Expenditures and Changes in
Fund Balance - Budget and Actual - Debt Service Fund

REVENUES
Incremental property taxes
Investment earnings

Total revenues

EXPENDITURES
Current:
Administrative
Pass-through payments
Supplemental ERAF payment
Debt service:
Principal
Interest and fiscal charges

Total expenditures

Excess (deficiency) 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

Fund balance, ending

For the fiscal year ended June 30, 2010

Budgeted Amounts

Variance with

Original Final Actual Final Budget
$ 12,311,711 $ 12,311,711 $ 11,897,087 $ (414,624)
500,500 500,500 (31,577) (532,077)
12,812,211 12,812,211 11,865,510 (946,701)
143,600 197,136 254,950 (57,814)
3,127,331 3,343,331 3,343,196 135

- 4,998,557 4,998,557 -

1,205,000 1,205,000 1,205,000 -

3,492,829 3,492,829 3,492,829 -
7,968,760 13,236,853 13,294,532 (57,679)
4,843,451 (424,642) (1,429,022) (1,004,380)
595,901 595,901 592,241 3,660

(7,250,000) (16,937,885) (16,937,885) -
(6,654,099) (16,341,984) (16,345,644) 3,660
(1,810,648) (16,766,626) (17,774,666) (1,008,040)

23,123,253 23,123,253 23,123,253 -
$ 21,312,605 $ 6,356,627 $ 5,348,587 $ (1,008,040)
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Board of Directors
El Cajon Redevelopment Agency
El Cajon, California

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

We have audited the financial statements of the governmental activities and each major fund of the El Cajon
Redevelopment Agency (the Agency), a component unit of the City of El Cajon, California, as of and for the year
ended June 30, 2010, and have issued our report thereon dated November 30, 2010. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of
the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Agency’s internal control over financial reporting as a
basis for designing our auditing procedures for the purpose of expressing our opinions 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 entity’s financial statements
will not be prevented, or detected and corrected, on a timely basis.

Our consideration of 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.
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Board of Directors
El Cajon Redevelopment Agency

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Agency’s financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements, noncompliance with which could have a direct and material effect on the determination of
financial statement amounts. 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 board of directors, management, others within the
organization, and the State Controller and is not intended to be and should not be used by anyone other than
these specified parties.

ﬂvae/w_, #wtonos, /’7"% yaferd, (CF

November 30, 2010
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