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PASADENA COMMUNITY DEVELOPMENT COMMISSION
(A Component Unit of the City of Pasadena, California)

Notes to the Basic Financial Statements
Year Ended June 30, 2007

Summary of Significant Accounting Policies, (Continued)

~(b) Activities in Major Funds, (Continued)

(c)

Debt Service, Downtown Project Area Fund — To account for tax increment,
investment revenue, and the payment of interest and principal on the debt of the
Downtown project area.

Debt Service, Fair Oaks Project Area Fund — To account for tax increment, investment
revenue, and the payment of interest and principal on the debt of the Fair Oaks project
area.

Debt Service, Lake/Washington Project Area Fund ~ To account for tax increment,
investment revenue, and the payment of interest and principal on the debt of the
Lake/Washington project area.

Capital Projects, Downtown Project Area Fund — To account for redevelopment and
public improvement projects of the Downtown project area.

Capital Projects, Fair Oaks Project Area Fund — To account for redevelopment and
public improvement projects of the Fair Oaks project area.

Capital Projects, Old Pasadena Project Area Fund — To account for redevelopment and
public improvement projects of the Old Pasadena project area.

Investments

(d)

Investments are carried at fair value. Fair value is determined using quoted market
prices except for certain certificates of deposit and investment contracts that are
reported at cost because they are not transferable and they have terms that are not
affected by changes in market interest rates.

Property Held for Resale

Land acquired for future sale has been capitalized in the Capital Projects Funds as land
held for resale, and is carried at the lower of cost or estimated net realizable value. A
portion of fund balance is reserved for property held for resale to indicate that a portion
of fund balance is not available for expenditure.
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PASADENA COMMUNITY DEVELOPMENT COMMISSION
(A Component Unit of the City of Pasadena, California)

Notes to the Basic Financial Statements

Year Ended June 30, 2007

(2) Summary of Significant Accounting Policies, (Continued)

(¢) Encumbrances

Encumbrance accounting, under which purchase orders and contracts for the
expenditures of funds are reported in order to reserve that portion of the fund balance,
is employed in the Governmental Funds. Encumbrances are reported as a reservation
of fund balance since they do not constitute expenditures or liabilities.

(f) Incremental Property Taxes

Subject to certain limitations in the Revenue and Taxation Code and the California
Constitution, the City is expressly empowered to levy and collect taxes on all taxable
property within its boundaries for the purpose of carrying on its operations and paying
its obligations. Property taxes are levied as of July 1 using a lien date of January 1 and
are payable by property owners in two equal installments, which are due by December
10 and April 10, respectively. The taxes levied are billed and collected by the County
of Los Angeles on behalf of the City, and are remitted to the City throughout the year.
The Commission records incremental property taxes as revenue when received from
the County, except at year-end when property taxes received within 60 days are
accrued as revenue. The City allocates incremental property tax revenues arising from

the Commission's projects to the Commission.

Property taxes are assessed and collected each fiscal year according to the following

property tax calendar:
Lien
Levy
Due

Collection

January 1

July 1 to June 30

November 1 — 1% installment
February 1 — 2™ installment
December 10 — 1* installment
April 10 — 2™ installment

Property taxes on the secured roll are due in two installments; on November 1 and
February 1 of the fiscal year. If unpaid, such taxes become delinquent on December 10
and April 10, respectively, and a 10% penalty is added to any delinquent payments.
Such delinquent property may thereafter be redeemed by payments of the delinquent
taxes and the delinquent penalty, plus a redemption penalty of 1% per month to the
time of redemption. If taxes are unpaid for a period of five years or more, the property
is then subject to sale by the County Tax Collector.
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PASADENA COMMUNITY DEVELOPMENT COMMISSION
(A Component Unit of the City of Pasadena, California)

Notes to the Basic Financial Statements

Year Ended Jung 30,2007

(2) Summary of Significant Accounting Policies, (Continued)
(f) Incremental Property Taxes (Continued)

()

Property taxes on the unsecured roll are due as of the January 1 lien date and become
delinquent, if unpaid, on August 31. A 10% penalty is attached to delinquent taxes on
property of the unsecured roll, and an additional penalty of 1% per month begins to
accrue. Collection of delinquent unsecured taxes is the responsibility of the County of
Los Angeles wusing the several means legally available to it.

Prior Year Data

The information included in the accompanying 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 figures.

3) Cash and Investments

The Commission follows the practice of pooling cash and investments of all funds, except
for funds required to be held by outside fiscal agents under the provisions of bond or
certificate of participation indentures. Interest income earned on pooled cash and
investments is allocated monthly to the various funds on the basis of the average monthly
share of the pooled cash and investments of each of the individual funds. Interest income
from cash and investments with the fiscal agents is credited directly to the related funds.

Cash and investments at June 30, 2007 are reflected on the Statement of Net Assets as

follows:
Cash and investments $ 35,162,903
Cash and investments with fiscal agents 1,211,116

Total cash and investments $ 36,374,019

Cash and investments at June 30, 2007 consist of the following:

Demand deposits $ 1,248
Investment in City of Pasadena Pool 10,031,920
Investments 26,340,851

Total cash and investments ' $ 36,374,019
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PASADENA COMMUNITY DEVELOPMENT COMMISSION
(A Component Unit of the City of Pasadena, California)

Notes to the Basic Financial Statements

Year Ended June 30, 2007

(3) __ Cash and Investments, (Continued)

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

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

Authorized
By *Maximum *Maximum
Investment Types Investment *Maximum Percentage Investment
Authorized by State Law Policy Maturity =~ Of Portfolio  In One Issuer

Local Agency Bonds Yes S years None None
U.S. Treasury Obligations Yes 5 years None None
U.S. Agency Securities Yes 5 years None None
Banker's Acceptances Yes 180 days 40% 30%
Commercial Paper ' Yes 270 days 25% 10%
Negotiable Certificates of Deposit Yes 5 years 30% None
Repurchase Agreements Yes 1 year None None
Reverse Repurchase Agreements No 92 days 20% of base value None
Medium-Term Notes Yes 5 years 30% None
Mutual Funds Yes N/A - 20% 10%
Money Market Mutual Funds Yes N/A 20% 10%
Mortgage Pass-Through Securities Yes 5 years 20% None
County Pooled Investment Funds Yes N/A None None
Local Agency Investment Fund (LAIF)  Yes N/A None None
JPA Pools (other investment pools) Yes N/A None None

* Based on state law requirements or investment policy requirements, whichever is more
restrictive.
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PASADENA COMMUNITY DEVELOPMENT COMMISSION
(A Component Unit of the City of Pasadena, California)

Notes to the Basic Financial Statements

Year Ended June 30, 2007

3) Cash and Investments, (Continued)

Investments Authorized by Debt Agreements

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

Maximum Maximum -
Authorized Maximum Percentage Investment

Investment Type Maturity Allowed in One Issuer
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

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
Commission manages its exposure to interest rate risk is by purchasing a combination of
shorter term and longer term investments and by timing cash flows from maturities so that a
portion of the portfolio is maturing or coming close to maturity evenly over time as
necessary to provide the cash flow and liquidity needed for operations.
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PASADENA COMMUNITY DEVELOPMENT COMMISSION
(A Component Unit of the City of Pasadena, California)

Notes to the Basic Financial Statements

Year Ended June 30, 2007
3) Cash and Investments, (Continued)
Information about the sensitivity of the fair values of the Entity’s investments (including
investments held by bond trustee) to market interest rate fluctuations is provided by the
following table that shows the distribution of the Entity’s investments by maturity:
Remaining Maturity (in Months)
12 Months 13 to 24 25-60
Investment Type Total Or Less Months Months
Corporate Bonds $ 1,974,300 1,974,300 - -
Federal agency securities 15,147,946 3,198,855 5,965,625 5,983,466
Repurchase Agreements 8,007,489 8,007,489 - -
Held by bond trustee:
Federal agency securities 962,747 v - 962,747 -
Money market funds 248,369 248,369 - -
Total $26,340,851 13,429,013 6,928,372 5,983,466
Disclosures Relating to Credit Risk
Generally, credit risk is the risk that an issuer of an investment will not fulfill its obligation
to the holder of the investment. This is measured by the assignment of a rating by a
nationally recognized statistical rating organization. Presented below is the minimum rating
required by (where applicable) the California Government Code, the City’s investment
policy, or debt agreements, and the actual rating as of year end for each investment type.
Minimum Rating as of Year End
Legal Not
Investment Type Total Rating AAA Aa Rated
Corporate Bonds $ 1,974,300 A 1,974,300 - -
Federal agency securities 15,147,946 N/A 15,147,946 - -
Repurchase Agreements 8,007,489 N/A 4 - - 8,007,489
Held by bond trustee:
Federal agency securities 962,747 N/A 962,747 - -
Money market funds 248.369 A - 248.369 -
Total $26,340,851 18,084,993 248,369 8,007,489
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PASADENA COMMUNITY DEVELOPMENT COMMISSION

(A Component Unit of the City of Pasadena, California)
Notes to the Basic Financial Statements
Year Ended June 30, 2007

Cash and Investments, (Continued)

Concentration of Credit Risk

The investment policy of the City contains no limitations on the amount that can be invested
in any one issuer beyond that stipulated by the California Government Code. Investments in
any one issuer (other than U.S. Treasury securities, mutual funds, and external investment
pools) that represent 5% or more of total Entity investments are as follows:

Investment Reported
Issuer Type Amount
Goldman Fin Sq Tr. Prime Oblig Money Market Fund $ 248,369 1%
Federal Home Loan Mortgage Corp Federal agency securities 962,747 4%
Total held by Trustee Fiscal agents $ 1,211,116
Federal Home Loan Mortgage Corp Federal agency securities $ 2,475,445 9%
Federal National Mortgage Assoc Federal agency securities 1,975,626 8%
Federal Home Loan Bank Federal agency securities 10,696,875 41%
Merill Lynch Repurchase Agreements 8,007,489 30%
Toyota Credit Corp Corporate Bond 1,974,300 7%
Total Investments held by the Commission $25,129,.735

Custodial Credit Risk

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

Notes to the Basic Financial Statements

Year Ended June 30, 2007

(3) _ Cash and Investments, (Continued)

Investment In City Of Pasadena Investment Pool

The Commission is a voluntary participant in the City of Pasadena’s investment pool
managed by the City of Pasadena. This pool is governed by and under the regulatory
oversight of the Investment Policy adopted by the City Council of the City of Pasadena.
The Commission has not adopted an investment policy separate from that of the City of
Pasadena. The fair value of the Commission’s investment in this pool is reported in the
accompanying financial statements at amounts based upon the Commission’s pro-rata-share
of the fair value calculated by the City for the entire City portfolio. This pool is unrated.
Further information about the composition, maturities, and concentrations associated with
this pool can be found in the Comprehensive Annual Financial Report of the City.

(4) Notes Receivable

The Commission has notes receivable arising from the sale of land to project developers
and various other agencies, subject to approved redevelopment plans. These notes have
various terms, including maturities ranging from 2 to 30 years and interest rates ranging
from 3.5% to 11%. Due to the uncertainty of their collectibility, at June 30, 2007, the
Commission has recorded in the accompanying balance sheet an allowance for uncollectible
long-term receivables of $7,510,087 related to certain notes receivable balances.

(5 Due From. and To Other Funds

Interfund receivable and payable balances at June 30, 2007 are as follows:

Due From Other Funds Due to Other Funds Amount
Special Revenue Fund Capital Projects, Old Pasadena $43,701
Other Government Funds 10,229
Debt Service, Fair Oaks 3,981
Debt Service, Lake/Washington 590
Capital Projects, Downtown Capital Project, Fair Oaks 1,627,058(1)
Other Government Funds 5,000
Total Due From and To Other Funds $1,690,559

(1) The Commission has amounts due from the Fair Oaks Capital Project Fund and due to
the Downtown Capital Project Fund to finance overrun of costs during the litigation and
purchase of land within the Fair Oaks redevelopment project.
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PASADENA COMMUNITY DEVELOPMENT COMMISSION
(A Component Unit of the City of Pasadena, California)

Notes to the Basic Financial Statements

Year Ended June 30, 2007

(6) Advances To and From Other Funds

Long-term interfund receivable and payable balances at June 30, 2007 are as follows:

Advances to Other Funds Advances From Other Funds Amount
Capital Projects, Downtown Debt Service, Lake/Washington $767,158
Other Governmental Funds Capital Projects, Old Pasadena 189,485

$956,643

The Commission interfund advance to Lake/Washington Debt Service Fund from
Downtown Capital Projects Fund was made to finance the purchase of Block 4 for the
implementation and public improvement within the redevelopment project area. The Old
Pasadena project area advance from Orange Grove Capital Projects Fund was made to
finance administrative planning cost.

(7)  Property Held for Resale

Property held for resale at June 30, 2007 is as follows:

Special Revenue Fund : -$6,510,064
Capital Projects Funds:

Downtown 231,500
Total property held for resale 36,741,564

Property held for resale is generally acquired under disposition and development
agreements in the normal course of redevelopment activity. These agreements generally
provide for transfer of the property to developers after certain redevelopment obligations
have been fulfilled.
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PASADENA COMMUNITY DEVELOPMENT COMMISSION
(A Component Unit of the City of Pasadena, California)

Notes to the Basic Financial Statements

Year Ended June 30, 2007

8 Long-Term Liabilities

Changes in long-term liabilities for the year ended June 30, 2007 are as follows:

Tax allocation Bonds:

Fair Oaks Project:
2006 Tax Allocation Revenue Bonds (Fair Oaks
Redevelopment Project and Public Improvement
Program Refunding)

Orange Grove Project:
2000 Tax Allocation Refunding Revenue Bonds
(Orange Grove Redevelopment Project)

Villa Parke Project:
2000 Tax Allocation Refunding Revenue Bonds
(Villa-Parke Redevelopment Project)
2006 Tax Allocation Revenue Bonds (Villa-Parke
Redevelopment Project Refunding)

Lake Washington Project: .
2006 Tax Allocation Revenue Bonds (Lake/Washington
Redevelopment Project and Public Improvement
Program Refunding)

Affordable Housing Projects:
1991 Tax Allocation Bond, Low Moderate Housing
2006 Tax Allocation Revenue Bonds (Housing Set
Aside Revenue Townhouse Project Refunding)
Total Tax Allocation Bonds
Advances Payable - City

Notes Payable

Total Long-Term Liabilities

Balance at

$ 2,470,000

1,834,000

1,186,000

710,000

805,000

1,667,328

-1.935.000
10,607.328

36,577,892
5.817.656

$53,002.876
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June 30,2006  Additions  Deletions

Balance at Due Within

June 30, 2007 One Year

- - 2,470,000 120,000

- (184,000) 1,650,000 195,000

- (119,000) 1,067,000 126,000

- (80,000) 630,000 85,000

- - 805,000 60,000

-- (295,778) 1,371,550 313,525

- - 1,935,000 210,000
S 678.778) 9,928,550 1,109.52

1,189,344 (319,228) 37,448,008 -

- (752,031) 5,065,625 792,212

1189344  (1,750,037)  52.442,183 1,901,737
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PASADENA COMMUNITY DEVELOPMENT COMMISSION

(A Component Unit of the City of Pasadena, California)

Notes to the Basic Financial Statements

Year Ended June 30, 2007

Advances Payable - City of Pasadena

(a)

(b)

The Commission has negotiated certain advances with the City for the purchase of

four different properties.

The aggregate principal outstanding balance of such

advances is $6,386,637 at June 30, 2007. Interest ranges from 5.5% to 9.5%. The
Commission will repay the principal and interest as funds become available. No
interest payments were made during the year ended June 30, 2007.

Accrued
Project Principal Interest Total
Fair Oaks $ 1,154,737 1,920,072 3,074,809
Lake/Washington 4,474,900 9,232,244 13,707,144
Lincoln 757,000 789,586 1,546,586
Total $ 6,386,637 11,94 2 18,328,539

The City has advanced certain amounts to the Commission to assist in funding
administrative and other expenses necessary or incidental to the implementation of
redevelopment plans. Interest ranges from 4.25% to 12.0% and is due as funds
become available. At June 30, 2007, the amounts of such advances payable to the
City and unpaid interest thereon for each project area, are as follows:

Accrued :

Project Principal Interest Total
Downtown $ 684,423 - 684,423
Fair Oaks 8,110,537 6,489,330 14,599,867
Orange Grove 247,709 - 247,709
Villa Parke 247,282 - 247,282
Old Pasadena 418,222 1,038,291 1,456,513
Lake/Washington 205,320 32,499 237,819
Lincoln 636.844 1,009,012 1,645,856
Total 1 337 8,569,132 19,119,469
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PASADENA COMMUNITY DEVELOPMENT COMMISSION
(A Component Unit of the City of Pasadena, California)

Notes to the Basic Financial Statements

Year Ended June 30, 2007

Notes Pavable

Outstanding at
June 30, 2007

On July 11, 2001, the Commission received $6,500,000 from the Federal
National Mortgage Association. The proceeds of the note were used for new
construction (ownership and rental), homebuyers assistance rental
rehabilitation, and other special needs by soliciting funding proposals from
nonprofit and for-profit developers in order to address the low-income
affordable housing needs in a section of northwest Pasadena commonly
known as the “Northwest Target Area” and the City of Pasadena at large.
Interest accrues at 5.2% per annum. Principal and interest payments of
$900,000 are due annually through October 31, 2010.

On September 1, 1999, the Commission entered into a ten-year note
agreement with the California Housing Finance Agency for the acquisition,
predevelopment, rehabilitation and financing of affordable multi-family
developments with the City. The terms of the note require annual interest
payments with a rate of 3% per annum on funds drawn, maturing on
September 1, 2009.

On May 19, 2006, the Commission entered into a ten-year note agreement
with the California Housing Finance Agency for site acquisition,
predevelopment and construction associated with the development,
rehabilitation and preservation of homeownership and multifamily rental
units within the City. The terms of the note require annual interest payments

with a rate of 3% per annum on funds drawn, maturing on May 19, 2016.
Year ended
June 30 Principal Interest Total

2008 $ 792,212 137,788 930,000

2009 834,540 95,460 930,000

2010 1,879,130 350,870 2,230,000

2011 292,123 79,557 371,680

2012 - - -

Thereafter 1,267,620 380,100 1,647,720
$5,065,625 1,043,775 6,109,400
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PASADENA COMMUNITY DEVELOPMENT COMMISSION
(A Component Unit of the City of Pasadena, California)

Notes to the Basic Financial Statements

Year Ended June 30, 2007

Tax Allocation Bonds Payable

Fair Oaks Project

On May 17, 2006 the Commission issued $2,470,000, 2006 Tax
Allocation Bonds (Fair Oaks Refund and Public Improvement Program)
for the refunding of the 1993 Tax Allocation Bonds and to finance
redevelopment activities within the Fair Oaks Project Area. As a result, the
refunded bonds are considered to be defeased and the liability has been
removed from the statement of net assets. Interest on the bonds is payable
semiannually on January 1 and July 1, commencing January 1, 2007. The
rate of interest varies from 3.800% to 4.900% per annum. Principal is
payable in annual installments ranging from $120,000 to $225,000
commencing July 1, 2007 and ending July 1, 2021. The legal reserve
requirement is $230,815. As of June 30, 2007 the balance held in reserve
account is $242,571.

Orange Grove Project

On October 17, 2000, the Commission issued $2,801,000, 2000 Tax
Allocation Refunding Bonds (Orange Grove Redevelopment Project) for
refunding of the 1985 Tax Allocation Refunding Bonds and 1989

" Subordinate Tax Allocation Bonds. Interest on the bonds is payable semi-

annually on December 1 and June 1, commencing June 1, 2001. The rate
of interest varies from 4.35% to 5.50% per annum. Principal is payable in
annual installments ranging from $137,000 to $282,000 commencing
June 1, 2001 and ending June 1, 2014. The legal reserve requirement is
$280,100. The balance held in the reserve account as of June 30, 2007
was $278,890.

Villa Parke Project

On October 17, 2000, the Commission issued $1,814,000, 2000 Tax
Allocation Refunding Bonds Subordinate, (Villa Parke Redevelopment
Project) for the refinancing of the 1985 Subordinate Tax Allocation
Bonds. Interest on the bonds is payable semi-annually on December 1 and
June 1 commencing June 1, 2001. The rate of interest varies from 4.350%
to 5.50% per annum. Principal is payable in annual installments ranging
from $89,000 to $182,000 commencing June 1, 2001 and ending June 1,
2014. The legal reserve requirement is $181,400. The balance held in the
reserve account as of June 30, 2007 was $180,633
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Outstanding at
June 30, 2007

$ 2,470,000

1,650,000

1,067,000
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PASADENA COMMUNITY DEVELOPMENT COMMISSION
(A Component Unit of the City of Pasadena, California)

Notes to the Basic Financial Statements

Year Ended June 30, 2007

Tax Allocation Bonds Payable, (Continued)

Outstanding at
June 30, 2007

Villa Parke Project

On May 17, 2006 the Commission issued $710,000 Tax Allocation Bonds
Series 2006 (Villa Parke Redevelopment Project) for the refunding of the
1993 Tax Allocation Bonds and to finance redevelopment activities within
the Villa Project Area. As a result, the refunded bonds are considered to be
defeased and the liability has been removed from the statement of net
assets. Interest on the bonds is payable semiannually on June 1 and
December 1, commencing December 1, 2006. The rate of interest varies
from 3.800% to 4.500% per annum. Principal is payable in annual
installments ranging from $80,000 to $100,000 commencing June 1, 2007
and ending June 1, 2014. The legal reserve requirement is $71,000. As of
June 30, 2007 the balance held in reserve account is $94,546.

Lake/Washington Project

On May 17, 2006 the Commission issued $805,000, 2006 Tax Allocation
Bonds (Lake/Washington Refunding and Public Improvement Program)
for the purpose of reimbursing City Advances, financing certain
redevelopment activities and refunding of the outstanding 1993 Tax
Allocation Bonds. As a result, the refunded bonds are considered to be
defeased and the liability has been removed from the statement of net
assets. Interest on the bonds is payable semiannually on January 1 and
July 1, commencing January 1, 2007. The rate of interest varies from
3.800% to 4.700% per annum. Principal is payable in annual installments
ranging from $60,000 to $90,000 commencing July 1, 2007 and ending
July 1, 2018. The legal reserve requirement is $80,500. As of June 30,
2007 the balance held in reserve account is $81,237.

Affordable Housing Project

On July 16, 1991, the Commission issued $4,540,000, 1991 Tax
Allocation Bonds, Low Moderate Housing for the rehabilitation of
Centennial Place, formerly the Pasadena YMCA. Interest on the bonds is
payable annually on June 1, commencing June 1, 1992. The rate of interest
1s 6% per annum. Principal is payable in annual installments ranging from
$123,417 to $373,413 commencing June 2, 1992 and ending June 1, 2011.
A letter of credit has been obtained to satisfy the legal reserve.
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PASADENA COMMUNITY DEVELOPMENT COMMISSION
(A Component Unit of the City of Pasadena, California)

Notes to the Basic Financial Statements

Year Ended June 30,2007

(11) _ Tax Allocation Bonds Payable, (Continued)

Outstanding at
June 30, 2007

Affordable Housing Project

On May 17, 2006 the Commission issued $1,935,000, 2006 Tax
Allocation Bonds (Housing Set-Aside Revenue-Townhouse Project) for
the financing of residential housing.redevelopment As a result, the
refunded bonds are considered to be defeased and the liability has been
removed from the statement of net assets. Interest on the bonds is payable
semiannually on February 1 and August 1, commencing August 1, 2007.
The rate of interest varies from 3.800% to 4.300% per annum. Principal is
payable in annual installments ranging from $210,000 to $275,000
commencing August 1, 2007 and ending August 1, 2015. The legal
reserve requirement is $193,500. As of June 30, 2007 the balance held in

reserve account is $194,505. 1,935,000
Total Tax Allocation Bonds Payable $ 9,928,550

Future debt service requirements for bonds payable are as follows:

Year ended
June 30 Principal Interest Total
2008 $1,109,525 499,121 1,608,646 -
2009 1,162,336 441,808 1,604,144
2010 - 1,234,277 380,750 1,615,027
2011 1,273,412 315,383 1,588,795
2012 955,000 247,045 1,202,045
Thereafter 4,194,000 689,871 4,883,871

$.9,928.550 2,573,978 12,502,528
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PASADENA COMMUNITY DEVELOPMENT COMMISSION
(A Component Unit of the City of Pasadena, California)

Notes to the Basic Financial Statements

Year Ended June 30, 2007
(12) _Transfers In and OQut
The accompanying schedule identifies the funds from which interfund transfers are made
and the funds to which those amounts are transferred:
Transfers Out Transfers In Amount
Special Revenue Other Government $789,953 (1)
Debt Service:
Downtown Special Revenue 800,000
Fair Oaks Special Revenue 165,734
Fair Oaks Fair Oaks Capital Projects 90,416
Lake/Washington Special Revenue 78,022
Capital Projects:
Downtown Debt Service Downtown 60,786
Old Pasadena Special Revenue 1,398,174 (2)
Other Government Special Revenue 498,348
Other Government Other Government 313,603
$4,195,036
Transfers from Special Revenue and Capital Project — Downtown consist in part of the
following:
(1) $789,953 transferred to debt service fund — Affordable Housing for the
Affordable Housing portion of debt service payment on 1991 Tax Allocation
Bonds Low Moderate Housing, 2006 Tax Allocation Bonds Housing Set-Aside
Revenue Townhouse Project and 2001 $6,500,000 Federal National Mortgage
Association Note.
(2) $1,398,174 transferred to Special Revenue Fund for the low and moderate
housing set aside from Old Pasadena Redevelopment Project Area.
(13) _ Administrative Overhead Costs
During the year ending june 30, 2007, the Commission paid the City $3,362,495 for
services provided by City employees.
(14) - Commitments and Contingencies

Pending Litigation

The Commission is subject to certain claims arising in the normal course of business;
none of which, in management's opinion, is expected to have a material adverse effect on
the Commission's financial statements.
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PASADENA COMMUNITY DEVELOPMENT COMMISSION
(A Component Unit of the City of Pasadena, California)

Notes to the Basic Financial Statements

Year Ended June 30, 2007

Commitments and Contingencies (Continued)

(15)

Contingencies

The City constructed certain public improvements in various redevelopment project
areas, some of which were financed through the issuance of bonds. The Commission and
the City agreed by resolution, in accordance with the Health and Safety Code of the State
of California, that these public improvements benefited the project areas. As a result, the
Commission agreed to reimburse the City for the cost of such improvements with
periodic payments as funds are available. These payments can be made from any funds
which may be legally available to the Commission; however, payments are subordinate to
pledges of tax increments or other proceeds for existing bonds and also for any bonds
issued in the future with the prior approval of the City Council.

As of June 30, 2007, pursuant to the terms of these agreements, outstanding amounts are
as follows:
Outstanding at
Project Area Principal Interest June 30, 2007

Downtown $24,017,712 97,806,774 121,824,486
Villa Parke 4,205,418 ‘ 6,403,672 10,609,090
Old Pasadena 30,555.410 26,796,211 57,351,621

58 540 131,006,657 189,785,197

Due to the subordinate nature of the commitment and the unlikelihood of the availability
of funds for future payment, the Commission has not recorded the obligation at June 30,
2006. Additionally, the City has not recorded a receivable for the balance due to the City
at June 30, 2007.

Accumalated Fund Deficits

The following funds had accumulated funds balances deficits at June 30, 2007:
Capital Project, Fair Oaks $(1,582,111)

Capital Project, Other Government
Orange Grove (3,791)
Villa Parke (4,099)
Sycamore Halstead (52,026)
$.(1,642,027)

At June 30, 2007, the Fair Oaks Capital Project Fund had an accumulated deficit of
$1,582,111. The deficit exists primarily due to the sale of land held for resale in the Fair
Oaks Project Area at $5.8 million loss in 1997. The Commission plans to eliminate the
accumulated deficit in the future through the restructuring of the notes and through
increase in revenues.

At June 30, 2007, the Orange Grove, Villa Parke and Halstead/Sycamore Capital Project

Funds had accumulated deficits. The deficits are temporary conditions and should
reverse themselves in the next fiscal year.
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Notes to the Basic Financial Statements

Year Ended June 30, 2007

(16) Defeasance of Debt

In prior years, the Commission defeased certain bonds by placing the proceeds of new
bonds in an irrevocable trust to provide for all future debt service payments on the old
debt issues. Accordingly, the trust account assets and the liability for the defeased debt
issues are not included the Commission’s financial statements.

As of June 30, 2007 the following defeased debt issues are outstanding:

Outstanding Balance
at June 30, 2007
Fair Oaks 1985 Tax Allocation Bonds $ 775,000
Villa-Parke 1985 Tax Allocation Bonds 975,000
Lake/Washington, 1985 Tax Allocation Bonds 230,000
Orange Grove 1989 Subordinate Tax Allocation Bonds 1,355,000
Villa Parke 1989 Subordinate Tax Allocation Bonds 1,090,000
Fair Oaks 1993 Tax Allocation Bond 2,480,000
Villa Parke 1993 Tax Allocation Bond 725,000
Lake Washington 1993 Tax Allocation Bond 815,000
Housing Set-Aside Revenue Townhouse
1996 Tax Allocation Bond 1,970,000
Total defeased debt issues outstanding $10,415,000
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PASADENA COMMUNITY DEVELOPMENT COMMISSION
(A Component Unit of the City of Pasadena, California)

Notes to Required Supplementary Information
Year Ended June 30, 2007

Budgets and Budgetary Accounting

The City Council is required to adopt an annual budget resolution by June 30 of each fiscal
year. The budgets are adopted on a basis that does not différ materially from generally
accepted accounting principles (GAAP).

The Commission maintains budgetary controls to ensure compliance with legal provisions
embodied in the appropriated budget approved by the City Council. The Commission's level
of budgetary control (the level at which expenditures cannot legally exceed the appropriated
amount) is the fund level. The Commission's chief executive officer may authorize transfer
of appropriations within a department so long as it is within a single fund. Supplemental
appropriations during the year must be approved by the Commission. There were no
significant budget amendments during the fiscal year. All unencumbered appropriations
lapse at fiscal year-end. In order to be an encumbered appropriation, there must be either an
approved purchase order or contract in force at year-end.
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PASADENA COMMUNITY DEVELOPMENT COMMISSION
(A Component Unit of the City of Pasadena, California)

Revenues:
Intergovernmental
Rental income
Investment income
Net changes in fair value of investments
Housing in lieu fees
Other revenue

Total revenues

Expenditures:
Current:

Administrative overhead costs
Legal and financial services
Planning
Project Management
Emergency shelter service
Operation of acquired properties
Relocation
Rehabilitation
Affordable housing assistance

Total expenditures

Excess (deficiency) of revenues
over (under) expenditures

Other financing sources (uses):
Issuance of notes
Transfers in
Transfers out

Total other financing sources (uses)

Change in fund balance

Fund balances at beginning of year

Fund balances at end of year

Special Revenue Fund
Schedule of Revenues, Expenditures and Changes
in Fund Balances - Budget and Actual

Year ended June 30,2007
Variance with
Budget Final Budget Prior
Original Final Actual Positive (Negative) Year
1,200,000 1,450,000 250,000 (1,200,000) -
168,000 168,000 98,847 (69,153) 97,610
200,000 200,000 530,675 330,675 327,480
- - 115,527 115,527 (70,792)
4,157,442 4,157,442 3,394,878 (762,564) 4,987,558
500,000 500,000 377,503 (122,497) 1,205,913
6,225,442 6,475,442 4,767,430 (1,708,012) 6,547,769
506,482 629,896 1,078,713 (448,817) 516,441
125,000 125,000 - 125,000 207,364
150,000 150,000 - 150,000 367,736
809,277 809,277 785,020 24,257 437,985
157,442 157,442 162,333 (4,891) 172,847
10,000 10,000 3,316 6,684 9,787
- - 376,281 (376,281) 1,183,955
455,723 455,723 40,000 415,723 -
14,270,000 14,270,000 - 14,270,000 72,214
16,483,924 16,607,338 2,445,663 14,161,675 2,968,329
(10,258,482) (10,131,896) 2,321,767 12,453,663 3,579,440
- - - - 1,267,620
2,306,053 2,306,053 2,940,278 634,225 2,267,364
(1,361,053) (1,361,053) (789,953) 571,100 (983,313)
945,000 945,000 2,150,325 1,205,325 2,551,671
(9,313,482) (9,186,896) 4,472,092 13,658,988 6,131,111
30,542,235 30,542,235 30,542,235 - 24,411,124
21,228,753 21,355,339 35,014,327 13,658,988 30,542,235
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PASADENA COMMUNITY DEVELOPMENT COMMISSION
(A Component Unit of the City of Pasadena, California)

Non-Major Governmental Funds

Combining Balance Sheet

Assets

Cash and investments
Cash and investments with fiscal agents
Interest receivable
Taxes receivable
Notes receivable
Advances to other funds
Allowance for uncollectible
long-term receivables

Total assets

Liabilities and Fund Balances

Liabilities:
Accounts payable
Due to the City of Pasadena
Due to other funds

Total liabilities
Fund balances:
Reserved for:
Debt service

Unreserved; reported in:
Capital project funds

Total fund balances

Total liabilities and fund balances

June 30, 2007
Debt Service Funds
Orange Villa Affordable
Grove Parke Housing
$ 867,268 3,588,567 -
397,715 291,710 197,853
18,542 7,468 -
5,918 25,907 -
$ 1,289,443 3,913,652 197,853
$ - 95,443 108,080
1,260 5,440 -
1,260 100,883 108,080
1,288,183 3,812,769 89,773
1,288,183 3,812,769 89,773
$ 1,289,443 3,913,652 197,853
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Capital Projects Funds

Orange Villa Lake/ Halstead/ Totals
Grove Parke Washington Lincoln Sycamore 2007 2006
1,730 622 790,734 1,708,222 1,349 6,958,492 6,054,898
) ) ; S ; 887,278 770,179
- . 800 5,075 9,291 3,387 44,563 37,098
- - - 17,647 - 49,472 218,754
230,000 857,809 - - ; 1,087,809 1,089,054
189,485 - _ - - - 189,485 189,485
(419,485) (857,809) - - - (1,277,294) (1,278,539)
1,730 1,422 795,809 1,735,160 4,736 7,939,805 7,080,929
5,521 5,521 217 1,198 51,762 267,742 202,414
- - - - - - 260,101
- - ; 3,529 5,000 15,229 43,752
5,521 5,521 217 4,727 56,762 282,971 506,267
] ) ] ; ; 5,190,725 4,355,030
(3,791) (4,099) 795,592 1,730,433 (52,026) 2,466,109 2,219,632
(3,791)  (4,099) . 795,592 1,730,433  (52,026) 7,656,834 6,574,662
1,730 1,422 795,809 1,735,160 4,736 7,939,805 7,080,929
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Combining Statement of Revenues, Expenditures and Changes in Fund Balances

Year ended June 30, 2007
Debt Service Funds
Orange Villa Affordable
Grove Parke Housing
Revenues:
Incremental property taxes $ 725101 1,256,986 - -
Intergovernmental - - 558,000
Investment earnings 95,061 167,413 6,185 "
Net changes in fair value of investments 9,594 29,186 (907)
Reimbursement from developers ‘ - - -
Sales tax - - -
Other revenue - - -
Total revenues _ 829,756 1,453,585 563,278
Expenditures:
Current:

Administrative overhead costs - - -

Planning - - -

Sales tax rebate - City of Pasadena - - - r

ERAF expense - . - - w

Debt service:

Principal 212,564 227,564 1,047,809 o

Interest and fiscal charges 137,947 139,246 303,335 -

Payment to refunded bond escrow agent - -

Cost of issuance and bond discount - - - -
Total expenditures 350,511 366,810 1,351,144 -
Excess (deficiency) of revenues . -
over (under) expenditures 479,245 1,086,775 (787,866)

Other financing sources (uses): -
Issuance of notes - - -
Payment to refunded bond escrow agent - - -
Proceed of advance from the City of Pasadena - - -
Transfers in - - 789,953
Transfers out ‘ (243,503) _ (488,909) -
Total other financing sources (uses) (243,503) _ (488,909) 789,953
Change in fund balances 235742 597,866 2,087
Fund balances (deficit) at beginning of year 1,052,441 3,214,903 87,686
Fund balances (deficit) at end of year $ 1,288,183 3,812,769 89,773
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Capital Projects Funds

Orange Villa Lake/ Halstead/ Totals
Grove Parke Washington  Lincoln  Sycamore 2007 2006

- - - 392,089 - 2,374,176 2,016,165

- - - - - 558,000 558,000

- 280 43,659 71,079 6,988 390,665 293,060

- 93 9,308 13,272 875 61421 . (71,912)

- - - - - - 1,054

- - - - 469,816 469,816 627,362

- - 45,000 - - 45,000 -

- 373 97,967 476,440 477,679 3,899,078 3,423,729
89,851 148,506 46,056 63,292 - 347,705 302,920
18,996 93,552 20,114 38,783 - 171,445 45,356

- - - - 520,896 520,896 662,876

- - - - - - 284,334

- - - - - 1,487,937 1,591,262

- - - 97,644 - 678,172 890,496

- 716,959

- - - - - - 87,133

108,847 242,058 66,170 199719 _ 520,896 3,206,155 4,581,336
(108,847) (241,685) 31,797 276,721 (43,217) 692923 (1,157,607)

. ; . - - . 2,645,000

. . . - - . (2,339,517)

. - . 97,644 - 97,644 97,644

- 94,851 218,752 - - - 1,103,556 1,073,045

- - - (79,539) - (811,951)  (436,098)

94,851 218,752 - 18,105 - 389,249 1,040,074
(13,996) (22,933) 31,797 294,826 (43,217) 1,082,172 (117,533)
10,205 18,834 763,795 1,435,607 (8,809) 6,574,662 6,692,195
(3,791) (4,099) 795,592 1,730,433 (52,026) 7,656,834 6,574,662
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The Honorable Mayor and City Council
Pasadena Community Development Commission
Pasadena, 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 Pasadena Community Development Commission
(“Commission”) as of and for the year ended June 30, 2007, and have issued our report thereon
dated November 26, 2007. 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 of America.

Internal Control Over Financial Reporting

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

Our consideration of internal control over financial reporting was for the limited purpose
described in the preceding paragraph and would not necessarily identify all deficiencies in
internal control over financial reporting that might be significant deficiencies or material
weaknesses. However, as discussed below, we identified certain deficiencies in internal control
over financial reporting that we consider to be significant deficiencies.

A control deficiency 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
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the entity's ability to initiate, authorize, record, process,

or report financial data reliably in accordance with generally accepted accounting principles such
that there is more than a remote likelihood that a misstatement of the Commission’s financial
statements that is more than inconsequential will not be prevented or detected by the Commission’s
internal control. Matters conforming to this definition have been reported to the City Council of the
City of Pasadena in a separate letter dated November 26, 2007. None of the matters referred to in
that letter directly related to the Commission.

A material weakness is a significant deficiency, or combination of significant deficiencies, that

results in more than a remote likelihood that a material misstatement of the financial statements
will not be prevented or detected by the entity’s internal control.
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Our consideration of the internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and would not necessarily identify all deficiencies
in the internal control that might be significant deficiencies and, accordingly, would not
necessarily disclose all significant deficiencies that -are also considered to be material

weaknesses. However, we believe that none of the significant deficiencies described above is a
material weakness.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Commission’s financial statements
are free of material misstatements, we performed tests of its compliance with certain provisions
of laws, regulations, contracts and grant agreements, noncompliance with which could have a
direct and material effect on the determination of financial statement amounts. Such provisions
included those provisions of laws and regulations identified in the Guidelines for Compliance
Audits of California Redevelopment Agencies, issued by the State Controller and as interpreted in
the Suggested Auditing Procedures for Accomplishing Compliance Audits of California
Redevelopment Agencies, issued by the Governmental Accounting and Auditing Committee of
the California Society of Certified Public Accounts. 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 of management, City of Pasadena, State
Controller, awarding agencies, and pass-through entities and is not intended to be and should not
be used by anyone other than these specified parties.

Placror b onn /776 Brna Al

Irvine, California
November 26, 2007
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