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CITY OF
CHUIA VISTA

FINANCE DEPARTMENT
October 1, 2004
Honorable Members of the Agency,

The Basic Financial Statements and Independent Auditor’s Report on all projects of the City of Chula
Vista Redevelopment Agency for the year ended June 30, 2004 is presented in accordance with the
Community Redevelopment Law, § 33000 of the Health and Safety Code of the State of California.

The accuracy of the data presented and the completeness and fairness of the presentation, including all
disclosures, are the responsibility of the City. The Report has been prepared in accordance with
Generally Accepted Accounting Principles (GAAP) as promulgated by the Governmental Accounting
Standards Board (GASB). It is believed that the data reported is accurate in all material respects, that it is
presented in a manner designed to fairly represent the financial position and results of operations of the
City as measured by the financial activity in its various Funds, and that all disclosures necessary to
enable the reader to gain maximum understanding of the City’s financial affairs have been included.

REDEVELOPMENT AGENCY BACKGROUND

Redevelopment Law

Redevelopment in California started in 1945 with the enactment of the California Redevelopment Act,
which gave cities and counties the authority to establish redevelopment agencies. In 1951, the
Community Redevelopment Act was codified and renamed the Community Redevelopment Law under
Health and Safety Code Section 33000, et seq. Most importantly, the authority for Tax Increment
financing was added.

In 1976, the State Legislature imposed a requirement that 20% of the tax increment generated from
project areas must be used to improve the community’s supply of affordable housing. In addition,
school districts and community college districts and other taxing entities receive a portion of the
redevelopment tax increment. For redevelopment projects that were adopted before AB 1290, or January
1, 1994, the Agency negotiated agreements with these taxing entities. However after the enactment of
AB1290, the negotiated separate agreements with each taxing entity were eliminated and
implementation of statutory reimbursement to all taxing entities was implemented.



Tax Increment Primer

Tax Increment is the increase in property taxes within the redevelopment project area that result from
increases in the project area assessed value that exceeds the base year assessed value. This funding
source provides a way to improve an area by enabling redevelopment agencies to issue tax increment
bonds without using general fund monies or raising taxes.

Tax Increment is a powerful funding source for redevelopment activities due to the increased percentage
of property tax the Agency is able to retain. In California, property tax is calculated at one-percent of a
property’s assessed value. Of this one-percent the City receives approximately $0.15 per dollar collected.
The rest is passed through to other taxing entities (i.e. school districts, County and ERAF). However
with property taxes collected in a redevelopment project area, the City and other taxing entities will still
receive their share of base year taxes but the Agency will receive approximately 60 percent of the tax
increment (taxes above base year values) generated in the project area (i.e. gross tax increment less 20%
for low and moderate housing and 20% for AB1290 pass throughs).

The City’s Redevelopment Agency
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Agency History

The City of Chula Vista’s Redevelopment Agency (Agency) was formed in 1972. The goals of the
Agency are to reduce blight and to encourage new development, reconstruction, and rehabilitation of
residential, commercial, industrial and retail uses. The map above depicts the Agency’s five project
areas as well as areas recently added. The table below summarizes important dates for the project areas.

Project Areas and Timelines

Cumulative Final Date of Termination
Tax Increment Date to Plan Date

Project Area Revenue Limit Incur Debt Termination of Revenue
Bayfront $ 210,000,000 No Limit 7/16/2015 7/16/2025
Bayfront Amended 7/17/2018  7/7/2029  7/7/2044
Town Centre 1 $ 84,000,000 No Limit 7/6/2017  7/6/2027
Otay Valley $ 115,000,000 No Limit 12/29/2024 12/29/2034
Southwest $ 150,000,000 No Limit 11/27/2031 11/27/2041
Southwest Amended No Limit  7/9/2032  7/9/2042
Town Centre 2 $ 100,000,000 No Limit 8/15/2019 8/15/2029
Town Centre 2 Amended No Limit 7/19/2029 7/19/2039
2003 Amendment Area No Limit 5/1/2024 5/1/2034 5/1/2049

During the 1970’s and 1980’s the Agency focused on the Town Centre I, Town Centre II and Bayfront
Redevelopment Project Areas. The Agency issued $7.15 million in tax allocation bonds in 1979, $25.0
million in 1984 and $38.6 million in 1986 and $11.0 million Certificate of Participation was issued in 1987.
Most of the bond proceeds were used for planning studies or public infrastructure projects that provided
a public benefit. This strategic focus provided infrastructure in the downtown and bay front areas, but
primarily due to a sluggish real estate market, the public investment did not have the intended effect of
spurring major new development in either location. Projects during this period included: (1) streetscape
improvements along Third Avenue; (2) development of a public parking structure in the Park Plaza
development; and (3) removal of junkyards from the bay front.

In the 1990s, the Agency again focused on foundational planning efforts, including adoption of the
Southwest Redevelopment Project Area to address the annexation of the Montgomery area. Added
investment in public improvement projects included the South Bay Court House ($1.3 million), the
Palomar Trolley Center ($776,000) and the Chula Vista Center parking structure ($3.5 million).

The Agency’s Merged Project Area was created in August 2000 pursuant to an amendment to the
redevelopment plans of three of the Agency’s Project Areas (i.e. Town Centre II, Otay Valley and
Southwest). Subsequently in October 2000, the Agency issued its most recent Tax Allocation Bond in the
amount of $17.0 million.

Also in 2000, a development agreement for the Gateway Chula Vista
Project, a 347,000 square foot upscale office development at the
northwest corner of Third Avenue and "H" Street, was entered into by
the Agency, committing $7.2 million of Agency funds, representing a
shift of focus toward urban core infill opportunities afforded by changes
] in the real estate market and renewed interest from developers. The
| first of 3 phases is complete and the result is an increase of tax increment
of approximately $400,000 annually.
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Over its 30 year life span, the Agency ushered in a few significant developments including the 1992
redevelopment of properties for the Scripps Hospital expansion on H Street, the construction of the Rohr
Headquarters Building, upgrades to the Chula Vista Center, relocation of the auto park to Otay Valley
Road and land swap for the development of the state Veterans Home in 2001. The Agency also funded
the new Chula Vista Police Station in the amount of $5.8 million in the form of relocation assistance and
land acquisition.

The chart below displays the growth of tax increment for the past ten years.

Gross Tax Increment Revenue
Ten-Year Chart
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ACCOUNTING SYSTEMS AND BUDGETARY CONTROL

The basic financial statements are presented on an “economic resources” measurement focus and the
accrual basis of accounting. Accordingly, all of the Agency’s assets and liabilities, including capital
assets, as well as infrastructure assets, and long-term liabilities, are included in the accompanying
Statement of Net Assets. The Statement of Activities presents changes in net assets. Under the accrual
basis of accounting, revenues are recognized in the period in which they are earned while expenses are
recognized in the period in which the liability is incurred.

All governmental funds are accounted for on a spending or “current financial resources” measurement
focus and the modified accrual basis of accounting. Accordingly, only current assets and current
liabilities are included on the balance sheet. The Statement of Revenues, Expenditures and Changes in
Fund Balances present increases (revenue and other financing sources) and decreases (expenditures and
other financing uses) in net current assets. Under the modified accrual basis of accounting, revenues are
recognized in the accounting period in which they become both measurable and available to finance
expenditures of the current period.

In administering the Agency’s accounting systems, primary consideration is given to the adequacy of
internal accounting controls, which include an array of administrative procedures. These controls are
designed to provide reasonable, but not absolute, assurance regarding the safeguarding of assets against
loss from unauthorized use or disposition, as well as the reliability of financial records for accurate and
fair presentation of financial reports. The concept of reasonable assurance recognizes that the cost of
specific controls should not exceed the benefits likely to be derived from exercising the controls, and that
this evaluation necessarily involves estimates and judgments by management. It is believed that the
City’s internal accounting controls adequately safeguard City assets and provide reasonable assurance of
proper recording of financial transactions.

iv



The City Charter charges the Director of Finance with the responsibility to supervise and be responsible
for the disbursement of all monies and have control over all expenditures to ensure that budget
appropriations are not exceeded. The level of budgetary control, that is, the level at which expenditures
are not to exceed Council approved appropriations, is established at the department level. An
encumbrance (commitment) accounting system is utilized as a technique to enhance budgetary control
during the year. Appropriations encumbered (committed) at year end automatically carry forward and
are available to be used for those commitments during the subsequent year while unspent,
unencumbered appropriations lapse at year end and become generally available for re-appropriation the
following year.

INDEPENDENT AUDIT

An independent audit of the Agency’s records is required by Community Redevelopment Law, § 33000
of the Health and Safety Code of the State of California and was performed for the year ended June 30,
2004 by the certified public accounting firm of Caporicci & Larson, LLP. The auditors report on the basic
financial statements and schedules is included in the Financial Section of the Report. In general, the
auditors concluded that the financial statements and schedules referred to above present fairly, in all
material respects, the financial position of the Agency as of June 30, 2004, and the results of its operations
and cash flows of its proprietary fund types for the year then ended in conformity with generally
accepted accounting principles. The professionalism and knowledge exhibited by Caporicci & Larson,
LLP during their audit work is greatly appreciated.

ACKNOWLEDGMENTS

Preparation of the Report and more importantly, maintaining the Agency’s accounting records in a
manner sufficient to earn the aforementioned auditors opinion is only accomplished with the continuous
concerted effort of each and every staff member in the Finance Department. As such, I express my
sincere appreciation for their dedicated service.

Respectfully,
d/}/{ii e :L;.j\bq;é(‘m', —
MARIA KACHADOORIAN

Director of Finance/Treasurer
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Caporicci & Larson
Certified Public Accountants

INDEPENDENT AUDITORS” REPORT

The Board of Directors
of the City of Chula Vista Redevelopment Agency
Chula Vista, California

We have audited the accompanying basic financial statements of the government activities and each
major fund of the Redevelopment Agency of the City of Chula Vista (Agency), a component unit of the
City of Chula Vista, California (City), as of and for the year ended June 30, 2004, as listed in the foregoing
table of contents. These financial statements are the responsibility of the Agency’s management. Our
responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with generally accepted auditing standards in the United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the 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 fairly, in all material respects, the
financial position of the governmental activities and each major fund of the Agency as of June 30, 2004,
and the respective changes in financial position for the year then ended in conformity with generally
accepted accounting principles in the United States.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Agency’s basic financial statements. The accompanying Required
Supplementary Information, such as management’s discussion and analysis and budgetary comparison
information as listed in the foregoing table of contents are not a required part of the basic financial
statements, but is supplementary information required by the Governmental Accounting Standards
Board. We have applied certain limited procedures, which consisted principally of inquiries of
management regarding the methods of measurement and presentation of the Required Supplementary
Information. However, we did not audit the information and express no opinion on it.

Capmmess } GBI

Costa Mesa, California

October 1, 2004
Toll Free Ph: (877) 862-2200 Toll Free Fax: (866) 436-0927
Oakland Orange County Sacramento San Diego
180 Grand Ave., Suite 1365 3184-D Airway Avenue 777 Campus Commons Rd., Suite 200 600 "B" Street, Suite 1900

Oakland, California 94612 Costa Mesa, California 92626 Sacramento, California 95825 San Diego, California 92101
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CITY OF CHULA VISTA - REDEVELOPMENT AGENCY
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2004

The discussion and analysis of the Redevelopment Agency's (Agency's) financial performance provides
an overall review of the Agency's financial activities for the fiscal year ended June 30, 2004. The intent of
this discussion and analysis is to look at the Agency's financial performance as a whole. Readers should
also review the basic financial statements, as well as the prior year's report ending June 30, 2003, to
enhance their understanding of the Agency's financial performance.

The financial section of this report has been prepared to show the results of the financial administration,

financial condition, and operation of the Agency. The combined financial statements in this report have
been audited by the firm of Caporicci and Larson, CPAs, whose opinion is included in this report.

BASIS OF ACCOUNTING AND FUND GROUPINGS

The basic financial statements are presented on an “economic resources” measurement focus and the
accrual basis of accounting. Accordingly, all of the Agency’s assets and liabilities, including capital
assets and long term liabilities, are included in the accompanying Statement of Net Assets. The
Statement of Activities presents changes in net assets. Under the accrual basis of accounting, revenues
are recognized in the period in which they are earned while expenses are recognized in the period in
which the liability is incurred.

All governmental funds are accounted for on a spending or “current financial resources” measurement
focus and the modified accrual basis of accounting. Accordingly, only current assets and current
liabilities are included on the Balance Sheet. The Statement of Revenues, Expenditures and Changes in
Fund Balances present increases (revenue and other financing sources) and decreases (expenditures and
other financing uses) in net current assets. Under the modified accrual basis of accounting, revenues are
recognized in the accounting period in which they become both measurable and available to finance
expenditures of the current period. The Agency maintains funds in accordance with generally accepted
accounting principles set forth by the GASB and other rule-making entities.

FINANCIAL DISCUSSION

Under the Governmental Fund statements, the Redevelopment Agency reported an excess of
expenditures over revenues of $10.0 million, including transfers in and out. The total fund balance at
June 30, 2004 was $14.9 million, of which $12.0 million is designated or committed. Designations

represent management’s intended use of resources and reflect actual plans approved by the City
Council.

Tax increment revenue increased by 31.8% in fiscal year 2004, to $10.3 million from $7.8 million in the
previous fiscal year. The increase is attributable to the annual 2% increase in assessed property
valuations and a one-time Unitary Tax Roll adjustment of $2.0 million because of changes in how the
County of San Diego allocates the 1% State Unitary tax revenues.

Fiscal Year 2000-01 2001-02 2002-03 2003-04
Tax Increment $7,540,242 $7,032,266 $7,822,850 $10,317,575
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Total revenue for fiscal year 2004 was $11.7 million, of which 88.4% was tax increment revenue, 7.1%
were charges for use of money and property and 4.5% was other income. Total expenditures for fiscal
year 2004 were $20.9 million. The expenditures were made up of $5.5 million for general government
which includes staff and administrative charges, $0.6 million for capital outlay projects, and $14.8 million
for repayments of long-term debt, interest, and fiscal charges.

The Agency has been in the planning stages for several new developments that will materialize in the
near future. A few of the Redevelopment Agency highlights for fiscal year 2004 include the following:

« Completed the Merged Redevelopment Area Plan

« Completed the “H” Street Beautification Project

o Completed Entitlements for Auto Park east development

o Completed J&W Redwood project at 3817 Main Street

o Completed 150,000-sf light industrial building at 3441 Main Street

o Completed Downtown monument sign

o Completed Reconstruction and Beautification of Palomar Street entryway

o Chula Vista Crossings Retail Project underway

e Development and Disposition Agreement approved for 760 Broadway mixed use project
o Development and Disposition Agreement approved for Walgreen’s at Third Avenue and Naples
e OPA approved for residential infill project at 774 Ada Street

« Joint Bayfront Master Planning effort underway between Port and City

e Seniors on Broadway (MAAC) approved - 41units (new construction)

o Main Plaza underway - 106 units (new construction)

REQUEST FOR INFORMATION

This financial report is designed to provide our citizens, taxpayers, creditors and investors with a general
overview of the Agency's finances and to show the City's accountability for the money it receives.
Questions concerning any of the information provided in this report or requests for additional
information should be addressed to the City of Chula Vista, Finance Department, 276 Fourth Avenue,
Chula Vista, CA 91910.
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GOVERNMENT-WIDE FINANCIAL STATEMENTS



Redevelopment Agency of the City of Chula Vista

Statement of Net Assets
June 30, 2004
Governmental
Activities
ASSETS
Current assets:
Cash and investments $ 8,590,543
Receivables:
Taxes 189,230
Interest 1,203,465
Loans 10,658,227
Other 34,595
Due from other governments 1,857
Restricted cash and investments:
Held by City (Note 2) 3,690,039
Held by fiscal agents (Note 2) 10,039,300
Land held for resale 7,946,095
Total current assets 42,353,351
Noncurrent assets:
Capital assets:
Nondepreciable assets 8,414,511
Depreciable assets, net 1,874,639
Total capital assets 10,289,150
Total noncurrent assets 10,289,150
Total assets 52,642,501
LIABILITIES
Current liabilities:
Accounts payable and accrued liabilities 408,216
Interest payable 1,084,912
Advances from the City of Chula Vista 23,871,280
Refundable deposits 400
Deferred revenue 2,325,126
Long-term debt - due within one year 983,000
Total current liabilities 28,672,934
Long-term liabilities:
Long-term debt - due within one year 983,000
Long-term debt - due in more than a year 41,240,361
) Total long-term debt 42,223 361
Less long-term debt - due within one year (983,000)
Total long-term liabilities 41,240,361
Total liabilities 69,913,295
NET ASSETS
Investments in capital assets, net of related debt 10,289,150
Restricted for:
Capital projects 9,916,011
Community development 17,726,631
Total restricted 27,642,642
Unrestricted (55,202,586)

Total net assets

See accompanying Notes to Basic Financial Statements.

$ 17,270,794




Redevelopment Agency of the City of Chula vista
Statement of Activities and Changes in Net Assets
For the year ended June 30, 2004

Net (Expense)
Revenue and
Changes in
Program Revenues Net Assets
Operating Capital Total
Charges for Grants and Grants and Program Governmental
Functions/Programs Expenses Services Contributions Contributions Revenues Activities
Primary government:
Governmental activities:
General government $ 6,055,805 % 502,981 $ - % - % 502,981 $  (5552,824)
Depreciation expense 52,163 - - - - (52,163)
Interest on long-term debt 3,732,678 - - - - (3,732,678)
Total governmental activities 9,840,646 502,981 - - 502,981 (9,337,665)
General revenues:
Taxes:
Property taxes 10,317,575
Total taxes 10,317,575
Investment earnings 650,269
Miscellaneous 504,916
Gain on sale of fixed assets 147,663
Transfers (755,278)
Total general revenues and transfers 10,865,145
Change in net assets 1,527,480
Net assets - beginning of year, as restated (Note 9) (18,798,274)
Net assets - end of year $ (17,270,794)

See accompanying Notes to Basic Financial Statements.



Redevelopment Agency of the City of Chula Vista

Balance Sheet
Governmental Funds

June 30, 2004
Major Funds
Town Centre II Town Centre 11
Otay Valley Bayfront/ Otay Valley
Bayfront/ Southwest Town Centre | Southwest Chula Vista
Town Centre I Merged Projects Capital Merged Housing
Debt Service Debt Service Project Capital Project Authority
ASSETS
Cash and investments $ 1,366,412 $ 778,169 $ 505,024 $ 2,944,574 $ 102,826
Receivables:
Taxes - - 59,765 93,668 -
Interest 7,443 3,497 - 18,992 584
Loans - - - - -
Other - - - - -
Due from other funds - - 12,184 - -
Due from other governments - - 782 730 -
Advances to other funds - - 7,379,294 - -
Restricted cash and investments:
Held by City - - - - -
Held by fiscal agent 2,817,444 - 28 7,221,828 -
Land held for resale - - 7,539,271 - -
Total assets $ 4,191,299 $ 781,666 $ 15,496,348 $ 10,279,792 $ 103,410
LIABILITIES AND
FUND BALANCES
Liabilities:
Accounts payable and accrued liabilities $ - $ 924 $ 39,296 $ 363,781 $ 67
Refundable deposits - - - - -
Advances payable 4,087,827 27,162,747 - - -
Due to other funds - - 12,184 - -
Deferred revenue - - 2,047,579 - -
Total liabilities 4,087,827 27,163,671 2,099,059 363,781 67
Fund Balances:
Reserved:
Encumbrances - - 2,084,915 281,434 -
Long-term receivables and advances - - 5,331,715 - -
Land held for resale - - 7,539,271 - -
Debt service 103,472 - - - -
Total reserved 103,472 - 14,955,901 281,434 -
Unreserved:
Special revenue:
Designated for - - - - 103,343
Debt service:
Undesignated - (26,382,005) - - -
Capital project:
Designated for - - - 9,634,577 -
Undesignated - - (1,558,612) - -
Total unreserved - (26,382,005) (1,558,612) 9,634,577 103,343
Total fund balances 103,472 (26,382,005) 13,397,289 9,916,011 103,343
Total liabilities, fund balances $ 4,191,299 $ 781,666 $ 15,496,348 $ 10,279,792 $ 103,410

See accompanying Notes to Basic Financial Statements.
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Major Funds

Low & Mod Total
RDA Housing Income Governmental
Program Housing Funds
$ 51,340 $ 2,842,198 $ 8,590,543
- 35,797 189,230
229,138 943,811 1,203,465
2,872,476 7,785,751 10,658,227
3,025 31,570 34,595
- - 12,184
- 345 1,857
- - 7,379,294
3,375,945 314,094 3,690,039
- 10,039,300
- 406,824 7,946,095
$ 6,531,924 $ 12,360,390 $ 49,744,829
$ - 8 5072  $ 409,140
- 400 400
_ - 31,250,574
- - 12,184
231,728 928,483 3,207,790
231,728 933,955 34,880,088
- 1,006,028 3,372,377
6,300,196 7,785,751 19,417,662
- 406,824 7,946,095
- - 103,472
6,300,196 9,198,603 30,839,606
- 2,227,832 2,331,175
- - (26,382,005)
- - 9,634,577
- - (1,558,612)
- 2,227,832 (15,974,865)
6,300,196 11,426,435 14,864,741
$ 6,531,924 $ 12,360,390 $ 49,744,829

1
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Redevelopment Agency of the City of Chula Vista

Reconciliation of the Governmental Funds Balance Sheet
to the Government-Wide Statement of Net Assets

June 30, 2004

Total Fund Balances - Total Governmental Funds

Amounts reported for governmental activities in the Statement of Net Assets are differently because:
Capital assets used in governmental activities are not current financial resources. Therefore, were not
reported in the Governmental Funds Balance Sheet.

Nondepreciable

Depreciable

Total capital assets

Deferred revenues which are deferred on the Funds Balance Sheet because they are not available currently
are taken into revenue in the Statement of Activities and accordingly increases the net assets on the
Statement of Net Assets.

Interest payable on long-term debt does not require current financial resources. Therefore, interest
payable is not reported as a liability in Governmental Funds Balance Sheet.

Long-term liabilities are not due and payable in the current period. Therefore, were not reported in the
Governmental Funds Balance Sheet. The long-term liabilities were adjusted as follows:

Long-term liabilities - due within one year

Long-term liabilities - due in more than one year

Total long-term liabilities

Net Assets of Governmental Activities

See accompanying Notes to Basic Financial Statements.
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14,864,741

8,414,511
1,874,639

10,289,150

882,664

(1,083,988)

(983,000)
(41,240,361)

(42,223,361)

(17,270,794)



Redevelopment Agency of the City of Chula Vista

Statement of Revenues, Expenditures and Changes in Fund Balances

Governmental Funds
For the year ended June 30, 2004

Major Funds
Town Centre IT Town Centre II
Otay Valley Bayfront/ Otay Valley
Bayfront/ Southwest Town Centre I Southwest Chula Vista
Town Centre I Merged Projects Capital Merged Housing
Debt Service Debt Service Project Capital Project Authority
REVENUES:
Taxes $ 2,420,957 $ 1,232,982 $ 2,698,769 $ 2,014,011 $ -
Use of money and property 156,637 27,548 287,646 280,544 1,462
Other - - 109,341 370,000 34,378
Total revenues 2,577,594 1,260,530 3,095,756 2,664,555 35,840
EXPENDITURES:
Current:
General government 10,645 7,751 1,848,482 2,581,334 193
Capital outlay - - 232,283 325,904 -
Debt service:
Principal 490,000 9,611,184 - - -
Interest and fiscal charges 2,235,529 2,500,559 - - -
Total expenditures 2,736,174 12,119,494 2,080,765 2,907,238 193
REVENUES OVER (UNDER)
EXPENDITURES (158,580) (10,858,964) 1,014,991 (242,683) 35,647
OTHER FINANCING SOURCES (USES):
Operating transfers in - 750,300 - - -
Operating transfers out - (483,618) (390,431) (632,320) -
Total other financing sources (uses) - 266,682 (390,431) (632,320) -
REVENUES AND OTHER FINANCING
SOURCES OVER (UNDER) EXPENDITURES
AND OTHER FINANCING USES (158,580) (10,592,282) 624,560 (875,003) 35,647
FUND BALANCES:
Beginning of year 262,052 (15,789,723) 12,772,729 10,791,014 67,696
End of year $ 103472  $ (26,382,005 $ 13,397,289 §$ 9,916,011 $ 103,343

See accompanying Notes to Basic Financial Statements.
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Major Funds

Low & Mod Total
RDA Housing Income Governmental
Program Housing Funds
$ - 5 1,950,856 $ 10,317,575
31,633 46,054 831,524
4,084 5,621 523,424
35,717 2,002,531 11,672,523
146,891 902,322 5,497,618
- - 558,187
- - 10,101,184
- - 4,736,088
146,891 902,322 20,893,077
(111,174) 1,100,209 (9,220,554)
6,331 - 756,631
- (5,540) (1,511,909)
6,331 (5,540) (755,278)
(104,843) 1,094,669 (9,975,832)
6,405,039 10,331,766 24,840,573

$ 6,300,196 $ 11,426,435 $ 14,864,741




Redevelopment Agency of the City of Chula Vista
Reconciliation of the Governmental Statement of Revenues, Expenditures, and Changes

in Fund Balances to the Government-Wide Statement of Activities and Changes in Net Assets
June 30, 2004

Net Change in Fund Balances - Total Governmental Funds $ (9,975,832)

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

Deferred revenue does not provide for current financial resources and therefore are not reported as
revenues in the governmental funds. 450,881

Depreciation expense on capital assets is reported in the Government-Wide Statement of Activities and
Changes in Net Assets, but they do not require the use of current financial resources. Therefore,
depreciation expense is not reported as expenditures in Governmental Funds. (52,163)

Long-term debt proceeds provide current financial resources to Governmental Funds, but issuing debt
increases long-term liabilities in the Government-Wide Statement of Net Assets. Repayment of bond
principal is an expenditure in Governmental Funds, but the repayment reduces long-term liabilities in the
Government-Wide Statement of Net Assets.

This amount represents long-term debt repayments. 10,101,184
Interest expense on long-term debt is reported in the Government-Wide Statement of Activities and
Changes in Net Assets, but they do not require the use of current financial resources. Therefore, interest

expense is not reported as expenditures in Governmental Funds. The following amount represents the
change in accrued interest from prior year. 1,003,410

Change in Net Assets of Governmental Activities $ 1,527,480

See accompanying Notes to Basic Financial Statements.
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Redevelopment Agency of the City of Chula Vista
Notes to Basic Financial Statements
For the year ended June 30, 2004

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The basic financial statements of the Redevelopment Agency (Agency) of the City of Chula Vista,
California, (City) have been prepared in conformity with generally accepted accounting principles (GAAP)
as applied to governmental agencies. The Governmental Accounting Standards Boards (GASB) is the
accepted standard setting body for establishing governmental accounting and financial reporting
principles. The more significant of the City’s accounting policies are described below.

A. Reporting Entity

The Agency is a blended component unit of the City. The Agency was created by the City of Chula Vista
City Council (City Council) in October 1972. The City Manager acts as the Agency’s Executive Director and
the City Council acts as the governing commission, which exerts significant influence over its operations.
The primary purpose of the Agency is to eliminate blighted areas by encouraging the development of
residential, commercial, industrial, recreational and public facilities. The Bayfront/Town Centre I Project
encompasses approximately 775 acres; its general objective is to redevelop the Bayfront area and the central
business district. The goal of the Town Centre II Project, which consists of approximately 212.5 acres in the
central area of Chula Vista, is to revitalize the area into a principal regional shopping center. The Otay
Valley Road Project area, comprising approximately 770 acres, was created to establish and upgrade
infrastructure capital improvements for the promotion of industrial development. The Southwest Project
area, comprising approximately 1,100 acres, was created to upgrade the commercial, industrial, residential
properties and rights-of-way at a more rapid pace than would occur without a redevelopment plan.

Funds for redevelopment projects are provided from various sources, including incremental property tax
revenues, tax allocation bonds, and advances from the City.

B. Description of Funds

The accounts of the Agency are organized on the basis of funds, each of which is considered a separate
accounting entity. The operations of each fund are accounted for with a separate set of self-balancing
accounts that comprise its assets, liabilities, fund equity, revenues, and expenditures. Government
resources are allocated to and accounted for in individual funds based upon the purpose for which they are
to be spent and the means by which spending activities are controlled. The minimum number of funds is
maintained consistent with legal and managerial requirements.

C. Government - Wide Financial Statements
The Agency’s government-wide financial statements include a Statement of Net Assets and a Statement of
Activities and Changes in Net Assets. These statements present summaries of governmental activities for

the Agency accompanied by a total column. The Agency does not have any business-type activities,
therefore only governmental activities are reported.
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Redevelopment Agency of the City of Chula Vista
Notes to Basic Financial Statements, Continued
For the year ended June 30, 2004

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued
C. Government - Wide Financial Statements, Continued

These basic financial statements are presented on an “economic resources” measurement focus and the
accrual basis of accounting. Accordingly, all of the Agency’s assets and liabilities, including capital assets
and long-term liabilities, are included in the accompanying Statement of Net Assets. The Statement of
Activities presents changes in net assets. Under the accrual basis of accounting, revenues are recognized in
the period in which they are earned while expenses are recognized in the period in which the liability is
incurred.

Certain types of transactions are reported as program revenues for the Agency in three categories: (1)
charges for services, (2) operating grants and contributions and (3) capital grants and contributions.

Certain eliminations have been made as prescribed by GASB Statement No. 34 in regards to interfund
activities, payables and receivables. All internal balances in the Statement of Net Assets have been
eliminated except those representing balances between the Agency activities and City, which are presented
as internal balances and eliminated in the total primary government column.

D. Governmental Fund Financial Statements

Governmental fund financial statements include a Balance Sheet and a Statement of Revenues,
Expenditures and Changes in Fund Balances for all major governmental funds and non-major funds
aggregated. An accompanying schedule is presented to reconcile and explain the differences in net assets as
presented in these statements to the net assets presented in the government-wide financial statements. The
Agency has presented all major funds that met those qualifications.

All governmental funds are accounted for on a spending or current financial resources measurement focus
and the modified accrual basis of accounting. Accordingly, only current assets and current liabilities are
included on the Balance Sheet. The Statement of Revenues, Expenditures and Changes in Fund Balances
present increases (revenues and other financing sources) and decreases (expenditures and other financing
uses) in net current assets. Under the modified accrual basis of accounting, revenues are recognized in the
accounting period in which they become both measurable and available to finance expenditures of the
current period.

Revenues are recorded when received in cash, except that revenues subject to accrual (generally 60 days
after year-end) are recognized when due. The primary revenue sources, which have been treated as
susceptible to accrual by the Agency, are increment property tax, intergovernmental revenues, other taxes,
interest revenue, rental revenue and certain charges for services. Expenditures are recorded in the
accounting period in which the related fund liability is incurred.

Deferred revenues arise when potential revenues do not meet both the “measurable” and “available”
criteria for recognition in the current period. Deferred revenues also arise when the government receives
resources before it has a legal claim to them, as when grant monies are received prior to incurring
qualifying expenditures. In subsequent periods when both revenue recognition criteria are met or when the
government has a legal claim to the resources, the deferred revenue is removed from the balance sheet and
revenue is recognized.
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Redevelopment Agency of the City of Chula Vista
Notes to Basic Financial Statements, Continued
For the year ended June 30, 2004

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

D. Governmental Fund Financial Statements, Continued

The Reconciliation of the Fund Financial Statements to the Government-Wide Financial Statements is
provided to explain the differences created by the integrated approach of GASB Statement No. 34.

E. Use of Restricted/Unrestricted Net Assets

When an expense is incurred for purposes for which both restricted and unrestricted net assets are
available, the Agency’s policy is to apply restricted net assets first.

F. 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,
liabilities, revenues and expenses. Actual results could differ from those estimates.

G. Encumbrances

Under encumbrance accounting, purchase orders, contracts and other commitments for expenditures are
recorded to reserve. Encumbrance accounting is employed as an extension of formal budgetary accounting.
Since encumbrances do not yet constitute expenditures or liabilities, encumbrances outstanding at year-end
are reported as reservations of fund balances.

H. Property Tax Revenues

Incremental property tax revenues represent property taxes in each project area arising from increased
assessed valuations over base valuations established at the inception of the project area. Incremental
property taxes from each project area accrue to the Agency until all liabilities and commitments of the
project area have been repaid (including cumulative funds provided or committed by the Agency). After
all such indebtedness has been repaid; all property taxes from the project area revert back to the various
taxing authorities.

I. Low and Moderate Income Housing

The California Health and Safety Code requires Agency project areas to deposit 20% of allocated
incremental property tax revenues (or 20% of net bond proceeds plus 20% of tax incremental revenues in
excess of debt service payments on the bond) into a Low and Moderate Income Housing Fund. This money
is restricted for the purpose of increasing or improving the community’s supply of low and moderate
income housing. The Agency accounts for these revenues in a special revenue fund.
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Redevelopment Agency of the City of Chula Vista
Notes to Basic Financial Statements, Continued
For the year ended June 30, 2004

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued
J. Capital Assets

The Agency’s assets are capitalized at historical cost or estimated historical cost. Agency policy has set the
capitalization threshold for reporting capital assets at $5,000. Gifts or contributions of capital assets are
recorded at fair market value when received. Depreciation is recorded on a straight-line basis over the
useful lives of the assets as follows:

Buildings 25 years
Improvements other than buildings 15 years
Machinery and equipment 5-20 years

K. Net Assets

Government-Wide Financial Statements

Invested in Capital Assets, Net of Related Debt — This amount consists of capital assets net of accumulated
depreciation and reduced by outstanding debt that attributed to the acquisition, construction, or
improvement of the assets.

Restricted Net Assets — This amount is restricted by external creditors, grantors, contributors, or laws or
regulations of other governments.

Unrestricted Net Assets — This amount is all net assets that do not meet the definition of “invested in
capital assets, net of related debt” or “restricted net assets.”

Fund Financial Statements

Fund Equity - Reservations of fund balances of governmental funds are created to either satisfy legal
covenants, including State laws, that require a portion of the fund equity be segregated or identify the
portion of the fund equity not available for future expenditures.

2. CASH AND INVESTMENTS

Cash and investments at June 30, 2004 consisted of the following:

Cash and investments pooled with the City $ 8,590,543
Restricted cash and investments 3,690,039
Cash and investments with fiscal agents 10,039,300

Total cash and investments $ 22,319,882

The Agency has pooled its cash and investments with the City in order to achieve a higher return on
investment. Certain restricted funds, which are held and invested by independent outside custodians
through contractual agreements, are not pooled. These restricted funds include cash with fiscal agents.
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Redevelopment Agency of the City of Chula Vista
Notes to Basic Financial Statements, Continued
For the year ended June 30, 2004

2. CASH AND INVESTMENTS, Continued

The investments made by the Agency are limited to those allowable under State statutes and include the
following types of investments:

U.S. Government Securities

Bankers' Acceptances

Commercial Paper

Medium-Term Notes

Repurchase Agreements

Deposits with Banks

State of California Local Agency Investment Fund

See the City’s Comprehensive Annual Financial Report for disclosures related to cash and investments and
the related custodial risk categorization.

3. LAND HELD FOR RESALE

Land held for resale is recorded in special revenue and capital projects funds at the lower of cost or
estimated net realizable value. The available fund balance is reserved in an amount equal to the carrying
value of land and buildings held for resale because such assets are not available to finance the Agency’s

current operations. The amount recorded as assets held for resale and the corresponding fund balance
reserved as of June 30, 2004, was $7,946,095.

4. LOANS RECEIVABLE

At June 30, 2004, the Agency had the following loans receivable:

South Bay Community Services $ 887,995
South Bay Community Villas, L.P. 4,400,000
Chula Vista Rehabilitation CHIP Loans 2,872,475
Civic Center Barrio Housing Corporation Loan 258,153
Mobile Home Assistance Programs 77452
Chelsea Investment Corporation/Sunbow Services 1,662,152
Alpha Il Development Inc. (Main Plaza, LP) 500,000

Total $ 10,658,227
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Redevelopment Agency of the City of Chula Vista
Notes to Basic Financial Statements, Continued
For the year ended June 30, 2004

4. LOANS RECEIVABLE, Continued

South Bay Community Services

The Agency entered into a loan agreement with South Bay Community Services, a California non-profit
public benefit corporation. The loan amount of $478,200 was made to enable South Bay Community
Services to develop a 40-unit affordable multi-family housing rental project to provide housing to low
income families. The note is secured by a deed of trust on certain property and assignments of rents.
Interest accrues annually at 3% of the unpaid principal balance of the note. Interest of $98,016 has been
deferred at June 30, 2004. The outstanding balance is $478,200.

The Agency entered into a loan agreement with South Bay Community Services for the acquisition of
property located at 1536 Concord Way for a domestic violence shelter site, other transitional living
programs or housing for very low income families. The loan is secured by a deed of trust and a promissory
note for the properties on behalf of the Agency. Repayment of the loan is limited to annual payment based
on residual receipts. Interest of $12,308 has been deferred at June 30, 2004. The outstanding balance is
$36,795.

The Agency entered into a $300,000 loan agreement with South Bay Community Services for the acquisition
of a real property at 746 ADA Street, and improving it with a multi-family residential project consisting of
11 units. These units, called the Trolley Trestle, will provide affordable housing for low income young
adults who have completed the County of San Diego Foster Care program. The loan is secured by a Deed
of Trust and Security Agreement and will accrue 3% interest. Payment of principal and interest will be
made from 50% of residual receipts for 55 years. Interest of $43,732 has been deferred at June 30, 2004. The
outstanding balance is $373,000.

South Bay Community Villas, L.P.

The City entered into a loan agreement with South Bay Community Villas, L.P. for the development of the
Heritage Town Center multi-family rental housing project. Agency assistance is in the form of residual
receipt loan secured by a promissory note and deed of trust. The outstanding principal and interest on the
loan will be repaid over fifty five years and shall accrue interest at 3% per annum. Payment of principal
and interest on the Agency loan shall be made on an annual basis, out of a fund equal to fifty percent of the
net cash flow of the project (residual receipts) after debt service on bonds, payment of deferred developers
fee, and reasonable operating expense have been paid. Fund balance has been reserved in the Low and
Moderate Income Housing Fund. The outstanding balance of the loan as of June 30, 2004 is $4,400,000.
Interest of $337,710 has been deferred at June 30, 2004.

Chula Vista Rehabilitation CHIP Loans

The Chula Vista Rehabilitation Community Housing Improvement Program (CHIP) is under the direct
control of the Agency. CHIP offers deferred and low interest rate home improvement loans to qualified
borrowers residing within a target area. Loan repayments are re-deposited into the program cash accounts
and are redistributed as future loans. The program was originally funded entirely with Community
Development Block Grant Federal funds. In recent years, the Agency began supplementing the program
due to decreased availability of Federal grants. The outstanding principal balances of the CHIP loans are
$2,872,475 as of June 30, 2004. Fund balance has been reserved in the special revenue funds due to the long-
term nature of the loans. Interest of $228,703 was deferred as of June 30, 2004.
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Redevelopment Agency of the City of Chula Vista
Notes to Basic Financial Statements, Continued
For the year ended June 30, 2004

4. LOANS RECEIVABLE, Continued

Civic Center Barrio Housing Corporation Loan

In 1991, the Agency entered into a loan agreement with the Civic Center Barrio Housing Corporation, a
California non-profit public benefit corporation. The loan was made for the purchase of land and the
development of a 28-unit low income housing project. During 1992, the loan was assigned to Park Village
Apartments Ltd., a California limited partnership in which Civic Center Barrio Housing Corporation is the
managing general partner. The loan is secured by a deed of trust on the property and assignment of rents.
Principal and interest are payable monthly. Interest accrues annually at 5% of the unpaid principal balance
of the note. Fund balance has been reserved in the Redevelopment Agency Special Revenue Fund. The
outstanding amount is $258,153.

Mobile Home Assistance Programs

The Agency entered into agreements with eligible residents of the Orange Tree Mobile Home Park,
whereby the Agency loaned $250,030 as permanent financing assistance to residents for the purpose of
purchasing certain mobile home property. The loans are secured by deeds of trust on the property and
mature in 2017 or when the property is sold. Contingent interest will be charged based on calculations
specified in the agreement. Fund balance has been reserved in the Redevelopment Agency Special Revenue
Fund. The outstanding amount is $77,452.

Chelsea Investment Corporation/Sunbow Services Co., LLC

The Agency entered into a residual receipts loan agreement with Chelsea Investment Corporation/Sunbow
Services Company, LLC for the development of the proposed 132 unit Villa Serena senior affordable
housing project. The loan amount of $275,000 was funded by the Agency’s Low & Moderate Income
Housing Fund. Terms of the loan will be for 52 years at 6% per annum. Principal and interest payments
will be made on an annual basis out of a fund equal to 90% of the “Residual Receipts.” Interest of $84,058
has been deferred at June 30, 2004, (See Note 7). The outstanding balance is $275,000.

The Agency entered into a loan agreement with Chelsea Investment Corporation for the acquisition and
rehabilitation of the 119-unit Pear Tree Apartments at 1025 Broadway. All units will be affordable to low
income households. The loan is secured by a deed of trust and will accrue 6% interest for 52 years.
Payment of principal and interest shall be made on an annual basis out of a fund equal to 90% of the
residual receipts. Interest of $334,741 has been deferred at June 30, 2004, (See Note 7). The outstanding
balance is $1,387,152.

Alpha Il Development Inc (Main Plaza, LP)

The Agency entered into a loan agreement with Main Plaza, LP (Borrower) to assist the borrower in
acquiring and improving certain real property for occupation by very low, lower and low and moderate
income households. The total loan amount is $1,500,000 to be disbursed in three equal installments of
$500,000. As of June 30, 2003 the Agency disbursed only one installment of $500,000. The loan bears an
interest rate of 3% per annum. The loan shall be due and payable on the date that is 55 years from the date
of the Agency’s issuance of the Certificate of Completion. Interest of $17,918 was deferred as of June 30,
2004.
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Redevelopment Agency of the City of Chula Vista
Notes to Basic Financial Statements, Continued
For the year ended June 30, 2004

5. LEASES RECEIVABLE

The Agency has entered into lease agreements in connection with the City’s Certificates of Participation.
The City’s annual lease payments to the Agency are equal to the annual debt service requirements on the
outstanding Certificates of Participation. Both the leases receivable and the Certificates of Participation
were paid off during the year.

6. CAPITAL ASSETS

Changes in capital assets during the year ended June 30, 2004 were as follows:

Balance Prior Period Balance
July 1, 2003 Additions Adjustment June 30, 2004
Land $ 8,414,511 $ - $ - $ 8,414,511
Buildings 2,608,126 - - 2,608,126
Machinery and equipment 275,962 - 32,911 308,873
11,298,599 - 32,911 11,331,510
Accumulated depreciation (1,104,919) (52,163) 114,722 (1,042,360)
Total $ 10,193,680 $ (52,163) % 147,633 $ 10,289,150

7. LONG-TERM DEBT

Changes in long-term debt for the year ended June 30, 2004 were as follows:

Balance Balance
July 1, 2003 Additions Deletions June 30, 2004
Note payable $ 219545  $ - % (121,184) % 98,361
Tax allocation bonds 42,750,000 - (625,000) 42,125,000
Certificates of participation 9,355,000 - (9,355,000) -
Total $ 52324545 § - $ (10101,184) $ 42,223,361

A. Note Payable

In June 1995, the Agency entered into a note payable with Cypress Creek Co., in order to provide for
reimbursement of the Agency agreed-upon share of site acquisition costs under the Palomar Trolley Center
Disposition and Development Agreement. Installments payments of principal and interest will be payable
within 30 days of Agency receiving “Detailed Reports” from the State Board of Equalization itemizing the
sources of the State Board of Equalization reconciliation payment for “Sales Tax Revenues.” The Agency
will remit an amount equal to 30% of the sales tax revenues generated by the project until the unpaid
principal balance plus any accrued interest is paid in full. Simple interest accrues at rate of 7% annually.
The balance was $98,361 as of June 30, 2004.
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Redevelopment Agency of the City of Chula Vista
Notes to Basic Financial Statements, Continued
For the year ended June 30, 2004

7. LONG-TERM DEBT, Continued

B. Tax Allocation Bonds

Balance Debt Debt Balance
July 1, 2003 Issued Retired June 30, 2004
1994 Senior Tax Allocation Refunding Bonds, Series A $ 13,415,000 $ - $ (255000) $ 13,160,000
1994 Senior Tax Allocation Refunding Bonds, Series D 5,235,000 - (90,000) 5,145,000
1994 Subordinate Tax Allocation Refunding Bonds, Series C 7,325,000 - (145,000) 7,180,000
2000 Tax Allocation Bonds 16,775,000 - (135,000) 16,640,000
Total $ 42,750,000 $ - % (625,000) $ 42,125,000

1994 Senior Tax Allocation Refunding Bonds, Series A

In November 1994, the Agency issued $14,810,000 1994 Senior Tax Allocation Refunding Bonds, Series A, to
refund the 1986 Tax Allocation Bonds. The bonds consist of $1,585,000 serial bonds which mature from
1998 to 2004 in amounts ranging from $185,000 to $275,000 and $12,885,000 term bonds which mature in
2024. Interest is payable semi-annually on March 1 and September 1, at interest rates ranging from 5.85% to
7.625%. Bonds maturing on or after September 1, 2006, are subject to optional redemption on any interest

payment date on or after September 1, 2005, at various redemption prices. The balance outstanding as of
June 30, 2004, was $13,160,000.

The annual debt service requirements for the 1994 Senior Tax Allocation Refunding Bonds, Series A
outstanding at June 30, 2004, was as follows:

Year Ending
June 30, Principal Interest Total
2005 $ 275,000 $ 991,969 $ 1,266,969
2006 295,000 971,234 1,266,234
2007 315,000 947,978 1,262,978
2008 340,000 923,006 1,263,006
2009 365,000 896,128 1,261,128
2010-2014 2,295,000 3,999,122 6,294,122
2015-2019 3,310,000 2,941,724 6,251,724
2020-2024 4,780,000 1,416,344 6,196,344
2025 1,185,000 45,178 1,230,178
Total $ 13,160,000 $ 13,132,683 $ 26,292,683
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Redevelopment Agency of the City of Chula Vista
Notes to Basic Financial Statements, Continued
For the year ended June 30, 2004

7. LONG-TERM DEBT, Continued
B. Tax Allocation Bonds, Continued

1994 Senior Tax Allocation Refunding Bonds, Series D

In February 1996, the Agency issued $5,680,000 1994 Senior Tax Allocation Refunding Bonds, Series D, to
refund the Agency’s Bayfront/ Town Centre Redevelopment Project 1994 Senior Tax Allocation Refunding
Bonds, Series B. The 1994 Bonds, Series B, were paid off with the bond proceeds. The bonds are term
bonds, which mature in 2024. Interest is payable semi- annually on March 1 and September 1 at 8.625%.
The bonds are subject to redemption prior to maturity on any interest payment date, on or after
September 1, 2006, at various redemption prices. The bonds are subject to mandatory sinking fund
redemption prior to maturity, in part, by lot on September 1, 1997, and on each September 1 thereafter,
without premium, from 1988 to 2024 in amounts ranging from $60,000 to $495,000. The balance outstanding
at June 30, 2004, was $5,145,000.

The annual debt service requirements outstanding at June 30, 2004 were as follows:

Year Ending

June 30, Principal Interest Total
2005 $ 95,000 $ 439,659 $ 534,659
2006 105,000 431,034 536,034
2007 110,000 421,762 531,762
2008 120,000 411,844 531,844
2009 130,000 401,062 531,062

2010-2014 855,000 1,804,998 2,659,998
2015-2019 1,285,000 1,350,028 2,635,028
2020-2024 1,950,000 661,106 2,611,106
2025 495,000 21,347 516,347
Total $ 5,145,000 $ 5942840 $ 11,087,840
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Redevelopment Agency of the City of Chula Vista
Notes to Basic Financial Statements, Continued
For the year ended June 30, 2004

7. LONG-TERM DEBT, Continued
B. Tax Allocation Bonds, Continued

1994 Subordinate Tax Allocation Refunding Bonds, Series C

In November 1994, the Agency issued $8,195,000 1994 Subordinate Tax Allocation Refunding Bonds, Series
C, to refund the 1986 Tax Allocation Bonds. The bonds consist of $930,000 serial bonds which mature from
1998 to 2004 in amounts ranging from $100,000 to $145,000 and term bonds of $2,255,000 and $4,925,000
which mature in 2014 and 2024, respectively. Interest is payable semi-annually on May 1 and November 1
at interest rates ranging from 5.95% to 8.25%. The bonds are subject to optional redemption on any interest

payment date on or after May 1, 2005 at various redemption prices. The balance outstanding at June 30,
2004, was $7,180,000.

The annual debt service requirements outstanding at June 30, 2004 were as follows:

Year Ending
June 30, Principal Interest Total
2005 $ 155,000 $ 586,712 $ 741,712
2006 170,000 574,312 744,312
2007 180,000 560,712 740,712
2008 195,000 546,313 741,313
2009 210,000 530,713 740,713
2010-2014 1,345,000 2,370,365 3,715,365
2015-2019 1,980,000 1,730,439 3,710,439
2020-2024 2,945,000 767,252 3,712,252
Total $ 7,180,000 $ 7,606,818 $ 14,846,818

2000 Tax Allocation Bonds

In October 2000, the Agency issued $17,000,000 2000 Tax Allocation Bonds, to provide funds to fund a
reserve account, to pay expenses of the Agency in connection with the issuance of the bonds and to finance
or refinance certain redevelopment activities. The bonds consist of $9,535,000 serial bonds which mature
from 2001 to 2030 in amounts ranging from $100,000 to $715,000 and term bonds of $1,440,000 and
$6,025,000 which mature in 2022 and 2029, respectively. Interest is payable semi-annually on March 1 and
September 1 at interest rates ranging from 4.30% to 5.375%. The bonds are subject to optional redemption
on any interest payment date on or after September 1, 2004, at various redemption prices. The balance
outstanding at June 30, 2004, was $16,640,000.
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7. LONG-TERM DEBT, Continued
B. Tax Allocation Bonds, Continued

The annual debt service requirements for the 2000 Tax Allocation Bonds outstanding at June 30, 2004 were
as follows:

Year Ending
June 30, Principal Interest Total
2005 $ 360,000 $ 836,948 $ 1,196,948
2006 375,000 821,145 1,196,145
2007 390,000 804,697 1,194,697
2008 405,000 787,605 1,192,605
2009 425,000 769,760 1,194,760
2010-2014 2,415,000 3,540,022 5,955,022
2015-2019 2,790,000 2,903,464 5,693,464
2020-2024 3,520,000 2,089,970 5,609,970
2025-2029 4,565,000 1,013,860 5,578,860
2030-2031 1,395,000 75,922 1,470,922
Total $ 16,640,000 $ 13,643,393 $ 30,283,393

C. Certificates of Participation

Balance Balance
July 1, 2003 Additions Deletions June 30, 2004
1993 Refunding COP $ 7,215,000 $ - $ (7215000) $ -
1993 COP 2,140,000 - (2,140,000) -
Total $ 9,355,000 $ - $ (93550000 $ -

1993 Refunding Certificates of Participation

In March 1993, the Agency issued $11,285,000 1993 Refunding Certificates of Participation to advance refund
the 1987 Series Certificates of Participation. The certificates mature in amounts ranging from $425,000 in
1998 to $925,000 in 2012. Interest is payable semi-annually on March 1 and September 1, at interest rates
ranging from 4.80% to 6%. The certificates maturing after September 1, 2003 are subject to redemption at
premiums ranging from zero to 2%. The Certificates were paid off during the year.
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7. LONG-TERM DEBT, Continued
C. Certificates of Participation, Continued

1993 Certificates of Participation

In December 1993, the Agency issued $3,115,000 1993 Refunding Certificates of Participation to provide
capital improvements in the Town Centre II Redevelopment Project area. The net proceeds of $2,600,000
were paid to Homart Development Co., for construction of a public parking facility. The certificates mature
in amounts ranging from $125,000 in 1998 to $250,000 in 2013. Interest is payable semi-annually on March 1
and September 1, at interest rates ranging from 4.20% to 5.8%. The certificates maturing after September 1,
2003, are subject to redemption at premiums ranging from zero to 2%. The Certificates were paid off during
the year.

8. DEFERRED REVENUE
Deferred revenue as of June 30, 2004 was reported as follows:
A. Government-Wide Financial Statements

Interest receivable on:

Loans receivable:

South Bay Community Services $ 491,766
CHIP 228,703
Chelsea Investment 84,058
St. Regis Park 334,741
Alpha IlI Development (Main Plaza) 17,918
L. Davis 3,025
Advances to other funds 1,164,915
Total deferred revenue $ 2,325,126

B. Fund Financial Statements

Interest receivable on:

Loans receivable:

South Bay Community Services $ 491,766
CHIP 228,703
Chelsea Investment 84,058
St. Regis Park 334,741
Alpha III Development (Main Plaza) 17918
L. Davis 3,025
Advances to other funds 2,047,579
Total deferred revenue $ 3,207,790
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Redevelopment Agency of the City of Chula Vista
Notes to Basic Financial Statements, Continued
For the year ended June 30, 2004

9. COMMITMENTS AND CONTINGENCIES

The General Fund has loaned approximately $442,000 to the Agency for unreimbursed services rendered by
City staff. Itis anticipated that the Agency will repay this loan from tax increment revenues. Currently, tax
increment revenues are used to pay for related debt service expenditures and possible future debt issuance.
As a result, the Agency is uncertain if the amount will be repaid to the City’s General Fund. Accordingly,
this contingent payable has not been reported in accompanying basic financial statements. The Agency will
record the contingent payable when payment is assured.

10. PRIOR PERIOD ADJUSTMENTS
A. Government-Wide Financial Statements

During the fiscal year 2004, the Agency recorded prior period adjustment to record revenue from leases

receivable from the City which was previously reported as deferred revenue and to adjust capital assets
inventory.

Net Assets
as Previously Prior Period Net Assets
Reported Capital Assets Adjustments as Restated
Government-Wide Activities:
Net assets $ (9590907) $ 147,633  $ (9355000) $ (18,798,274)
Total government-wide activities $ (9590907) $ 147,633 $ (9355,000) $ (18,798,274)

30



REQUIRED SUPPLEMENTARY INFORMATION

31



Redevelopment Agency of the City of Chula Vista
Required Supplementary Information
For the year ended June 30, 2004

1. BUDGETS AND BUDGETARY ACCOUNTING

An annual budget is adopted by the Board of Directors prior to the first day of the fiscal year. The budget
process includes submittal of each department’s budget request for the next fiscal year, a detailed review of
each department’s proposed budget by the Executive Director, and a final Executive Director recommended
budget that is transmitted to the Board of Directors for its review before the required date of adoption.
Once transmitted to the Board of Directors, the proposed budget is made available for public inspection. A
public hearing is held to give the public the opportunity to comment upon the proposed budget. Notice of
such public hearing is given in a newspaper of general circulation.

The adoption of the budget is accomplished by the approval of a Budget Resolution. The legal level of
budgetary control is at the department level. Any budget modification, which would result in an
appropriation increase, requires Board of Directors approval. The Executive Director and Finance Director
are jointly authorized to transfer appropriations within a departmental budget. Any appropriation
transfers between departments require Board of Directors approval.

Reported budget figures are as originally adopted or subsequently amended plus prior year continuing
appropriations. Such budget amendments during the year, including those related to supplemental
appropriations, did not cause these reported budget amounts to be significantly different than the originally
adopted budget amounts. All appropriations which are not obligated, encumbered or expended at the end
of the fiscal year lapse become a part of the unreserved fund balance which may be appropriated for the
next fiscal year.

An annual budget for the year ended June 30, 2004, was adopted and approved by the Board of Directors
for the special revenue and debt service funds. These budgets are prepared on the modified accrual basis of
accounting except that encumbrances outstanding at year-end are considered as expenditures. The budgets
of the capital projects funds are primarily long-term budgets, which emphasize major programs and capital
outlay plans extending over a number of years. Because of the long-term nature of these projects, annual
budget comparisons are not considered meaningful, and accordingly, no budgetary information for capital
projects funds is included in the accompanying basic financial statements.

Budget amounts are reported as originally adopted and as further amended by the Board of Directors. The
Differences between the budgetary basis and GAAP fund balances as of June 30, 2004 were as follows:

Major Funds
Town Centre II Chula Vista
Low & Mod Bayfront/Town Otay Valley Housing RDA Housing

Income Centre I Southwest Authority Program

Housing Debt Service Merged Projects Debt Service Special Revenue
Fund balances - budgetary basis $ 10420407 % 103471  $  (26,382,004) $ 103,343 % 6,300,196
Encumbrances outstanding at year-end 1,006,028 - - - -
Fund balances - GAAP basis $ 11426435 % 103,471  $  (26,382,004) $ 103,343 % 6,300,196
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Redevelopment Agency of the City of Chula Vista
Required Supplementary Information, Continued
For the year ended June 30, 2004

1. BUDGETS AND BUDGETARY ACCOUNTING, Continued

Budgetary Comparison Schedule, Low & Mod Income Housing

Favorable
(Unfavorable)

Budgeted Amounts Actual Variance with
Original Final Amounts Final Budget
Fund balance as restated, July 1 $ 10,331,766 $ 10,331,766 $ 10,331,766 $ -
Resources (inflows):
Taxes 1,531,191 1,531,191 1,950,856 419,665
Use of money and property 92,879 92,879 46,054 (46,825)
Other - - 5,621 5,621
Total resources 1,624,070 1,624,070 2,002,531 378,461
Amount available for appropriation 11,955,836 11,955,836 12,334,297 378,461
Charges to appropriations (outflows):
General government 902,322 1,908,976 1,908,350 626
Transfer to other funds 5,076 5,540 5,540 -
Total charges to appropriations 907,398 1,914,516 1,913,890 626
Excess of resources over (under)
charges to appropriations 716,672 (290,446) 88,641 379,087
Fund balance, June 30 $ 11,048,438 $ 10,041,320 $ 10,420,407 $ 379,087
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Redevelopment Agency of the City of Chula Vista

Required Supplementary Information, Continued

For the year ended June 30, 2004

1. BUDGETS AND BUDGETARY ACCOUNTING, Continued

Budgetary Comparison Schedule, Bayfront/Town Centre 1 Debt Service

Fund balance as restated, July 1

Resources (inflows):
Taxes

Use of money and property

Total resources

Amount available for appropriation

Charges to appropriations (outflows):
General government
Non-departmental:

Principal
Interest and fiscal charges

Transfers to other funds

Total charges to appropriations

Excess of resources over (under)

charges to appropriations

Fund balance, June 30

Favorable
(Unfavorable)
Budgeted Amounts Actual Variance with
Original Final Amounts Final Budget
$ 262,052 $ 262,052 $ 262,052 $ -
2,554,963 2,554,963 2,420,957 (134,0006)
32,213 32,213 156,637 124,424
2,587,176 2,587,176 2,577,594 (9,582)
2,849,228 2,849,228 2,839,646 (9,582)
14,700 14,700 10,645 4,055
490,000 490,000 490,000 -
2,235,528 2,235,528 2,235,529 @
- 302,701 - 302,701
2,740,228 3,042,929 2,736,174 306,755
(153,052) (455,753) (158,580) 297,173
$ 109,000 $ (193,701)  $ 103,472 $ 297,173
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Redevelopment Agency of the City of Chula Vista
Required Supplementary Information, Continued
For the year ended June 30, 2004

1.

BUDGETS AND BUDGETARY ACCOUNTING, Continued

Budgetary Comparison Schedule, Town Centre 11 Otay Valley Southwest Merged Projects Debt Service

Fund balance as restated, July 1

Resources (inflows):
Taxes
Use of money and property

Transfers from other funds

Total resources

Amount available for appropriation

Charges to appropriations (outflows):
General government
Non-departmental:
Principal
Interest and fiscal charges

Transfers to other funds

Total charges to appropriations

Excess of resources over (under)

charges to appropriations

Fund balance, June 30

Favorable

(Unfavorable)

Budgeted Amounts Actual Variance with
Final Amounts Final Budget

$ (15,789,723) $ (15,789,723) % (15,789,723) § -
987,590 987,590 1,232,982 245,392
83,746 83,746 27,548 (56,198)
4,429,066 4,861,400 750,300 (4,111,100)
5,500,402 5,932,736 2,010,830 (3,921,906)
(10,289,321) (9,856,987) (13,778,893) - (3,921,906)
7,750 9,000 7,751 1,249
952,442 9,641,184 9,611,184 30,000
2,848,774 2,743,912 2,500,559 243,353
1,292,566 476,705 483,618 (6,913)
5,101,532 12,870,801 12,603,112 267,689
398,870 (6,938,065) (10,592,282) (3,654,217)

$ (15390,853) $ (22,727,788) $ (26,382,005)

$  (3,654,217)
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Redevelopment Agency of the City of Chula Vista

Required Supplementary Information, Continued

For the year ended June 30, 2004

1. BUDGETS AND BUDGETARY ACCOUNTING, Continued

Budgetary Comparison Schedule, Chula Vista Housing Authority Special Revenue

Fund balance as restated, July 1

Resources (inflows):
Use of money and property
Other

Total resources

Amount available for appropriation

Charges to appropriations (outflows):

General government

Total charges to appropriations

Excess of resources over (under)

charges to appropriations

Fund balance, June 30

Favorable

(Unfavorable)

Budgeted Amounts Actual Variance with
Original Final Amounts Final Budget

$ 67,696 $ 67,696 % 67,696 % -
2,782 2,782 1,462 (1,320)

- - 34,378 34,378

2,782 2,782 35,840 33,058

70,478 70,478 103,536 33,058

11,085 11,085 193 10,892

11,085 11,085 193 10,892

(8,303) (8,303) 35,647 43,950

$ 59,393 $ 59,393  $ 103,343 % 43,950
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Redevelopment Agency of the City of Chula Vista

Required Supplementary Information, Continued

For the year ended June 30, 2004

1. BUDGETS AND BUDGETARY ACCOUNTING, Continued

Budeetary Comparison Schedule, RDA Housing Program Special Revenue

Fund balance as restated, July 1

Resources (inflows):
Use of money and property
Other

Transfers from other funds

Total resources

Amount available for appropriation

Charges to appropriations (outflows):

General government

Total charges to appropriations

Excess of resources over (under)

charges to appropriations

Fund balance, June 30

Favorable
(Unfavorable)
Budgeted Amounts Actual Variance with
Original Final Amounts Final Budget
$ 6405039 $ 6405039 $ 6405039 § -
1,956 1,956 31,633 29,677
- - 4,084 4,084
11,000 11,000 6,331 (4,669)
12,956 12,956 42,048 29,092
6,417,995 6,417,995 6,447,087 29,092
1,000 301,000 146,891 154,109
1,000 301,000 146,891 154,109
11,956 (288,044) (104,843) 183,201
$ 6416995 $ 6116995 $ 6300196 @ $ 183,201
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Caporicci & Larson
Certified Public Accountants

REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL REPORTING
BASED ON AN AUDIT OF BASIC FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

The Board of Directors
of the City of Chula Vista Redevelopment Agency
Chula Vista, California

We have audited the basic financial statements of the Redevelopment Agency of the City of Chula Vista
(Agency), a component unit of the City of Chula Vista (City), as of and for the year ended June 30, 2004,
and have issued our report thereon dated October 1, 2004. We conducted our audit in accordance with
generally accepted auditing standards in the United States and the standards applicable to financial
audits contained in Government Auditing Standards, issued by the Comptroller General of the United
States.

Compliance
'As part of obtaining reasonable assurance about whether the basic financial statements of the Agency

are free of material misstatements, we performed tests of its compliance with certain provision of laws,
regulations, contracts and grants, noncompliance with which could have a direct and material effect on
the determination of financial statements amounts. Such provisions included those provisions of laws
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 that are required to be
reported under Government Auditing Standards.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Agency’s internal control over financial
reporting in order to determine our auditing procedures for the purpose of expressing our opinion on
the basic financial statements and not to provide assurance on the internal control over financial
reporting. Our consideration of the internal control over financial reporting would not necessarily
disclose all matters in the internal control over financial reporting that might be material weaknesses.

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

This report is intended for the information of management and the State Controller. However, this
report is a matter of public record and its distribution is not limited.

Capoices 3 <ot

Costa Mesa, California

October 1, 2004
Toll Free Ph: (877) 862-2200 Toll Free Fax: (866) 436-0927
Oakland Orange County Sacramento San Diego
180 Grand Ave., Suite 1365 3184-D Airway Avenue 777 Campus Commons Rd., Suite 200 600 "B" Street, Suite 1900

Oakland, California 94612 Costa Mesa, California 92626 Sacramento, California 95825 San Diego, California 92101






