- PSFSS 01-26-12, Item (d) (1)
_ City Council: 02- 07-12
THE REDEVELOPMENT AGENCY OF THE CITY OF SAN JOSE =~

MEMORANDUM
| TO: PUBLIC SAFETY, FINANCE FROM: RICHARD A. KEIT
AND STRATEGIC SUPPORT MANAGING DIRECTOR
COMMITTEE
SUBJECT: DATE: ,
SEE BELOW ' ' January 13, 2012

SUBJECT: NOVEMBER 2011 AGENCY FINANCE REPORTS

Attached are the Redevelopment Agency’s financial reports for November 2011.
Following is a summary of key components of the reports:

FINANCIAL STATEMENTS:
o The Fund Balance was $76.4 million;
¢ Cash and Investments was $24.8 million:
o $16.6 million Cash and Investments
o $8.2 million Restricted Cash and Investments-Bond Proceeds

' CAPITAL COST REPORT:
o Capital expenditures were $467,000;
o Capital Project encumbrances were $9.6 million.

CASH FLOW PROJECTION:
o Cash in-flows were $24.9 million;
e (Cash out-flows were $19.7 million.

G
RICHARD A. T
Managing Director

Attachments



PSFSS Committee;

THE REDEVELOPMENT AGENCY OFTHE CITY OF SAN JOSE

MEMORANDUM .

TO: PUBLIC SAFETY, FINANCE FROM: ABRAHAM ANDRADE
AND STRATEGIC SUPPORT DIRECTOR OF FINANCE
COMMITTEE , '

SUBJECT: DATE: _

J FINANCIAL STATEMENTS - January 13, 2012
NOVEMBER 2011
RECOMMENDATION

Accept the Financial Statements for November 2011.

BACKGROUND

Governmental fund financial statements focus on the current financial condition,
with particular emphasis on inflows and outflows of spendable resources.
Information provided is useful for budgetary and financial decision making by
identifying items such as proceeds from long-term debt, construction and other
capital outlays, as well as debt service principal payments. The basic financial
statements attached are interim in nature and do not report on some items that .
appear in the government-wide statement of activities in the Comprehensive

- Annual Financial Report (CAFR) issued at the close of the fiscal year. Examples
of items not included in interim reports are depreciation, amortization of debt-
related premiums, discounts and debt issuance costs.

Governmental fund financial statements are reported using the current financial
resources measurement focus and the modified accrual basis of accounting, Under
this method, revenues and expenditures are recognized when they are measurable
and available. Due to the accrual method of accounting, there will be differences
between the Financial Statements and the Cash Flow Projections that accompany
this report. The current month column of the Cash Flow Projections shows the
actual cash transactions for the month and may vary from accrual transactions
contained in the Financial Statement report.

BALANCE SHEET:
The governmental fund balance sheet reports financial assets associated with

governmental activities. Financial assets are those items such as cash and other |
assets that will eventually convert to cash, such as receivables and investments.
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Capital assets are not included because they will be used in operations and
therefore are not spendable. Similarly, liabilities are reported only to the extent that
they affect the government’s current financial position. For example, governments
do not provide resources for debt service payments until payment is due.

Therefore, liabilitics would not be recognized for either principal or interest
payments relating to long-term debt.

Effective with the 2010-11 CAFR, the Agency implemented the provisions of
GASB Statement No. 54, Fund Balance Reporting and Governmental Fund Type
Definitions (GASB 54) that provided classifications for fund balance information.
The fund balance classifications are primarily based on the extent to which the
Agency is bound to observe constraints imposed on the use of resources.

Fund balances reported on Attachment A, are classified according to the
descriptions listed below: ‘

Non-spendable  Assets that are not in spendable form, including prepaid items
and long-term receivables;

Restricted Amounts subject to externally enforceable legal restrictions
imposed by outside parties such as creditors through bond debt
indenture, grantor, and other governments through laws and
regulations;

Committed Funds whose use is constrained by limitations imposed through
Agency Board resolutions;

Assigned Funds used for redevelopment activities that represents the
amount in excess of non-spendable, restricted and committed
fund balance; ‘

Unassigned Net resources in excess of what can be properly classified in one

of the fund balance categories.

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND
BALANCE: '

The governmental fund statement of revenues, expenditures and changes in fund

balances is used to report all transactions, events and interfund activities that
increase or decrease the fund balance in the reporting period. Agency funding is

Financial Statements
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primarily derived from tax increment revenue and bond proceeds. Other revenue
sources from secondary activities include: the sale of Agency-owned properties,
developer payments, commercial and residential rent payments, parking facility
payments and other miscellaneous activities.

LONG TERM DEBT AND FIXED ASSETS EXHIBITS:
Outstanding long-term debt and fixed assets are reported on Attachments C and D.
BALANCE SHEET (Attachment A):
Significant transactions include:
Cash, reported on the ‘Cash and Investment’ line and the Bond Proceeds line
under the ‘Restricted Assets’ line, increased by $5.2 million — cash transactions

are presented in further detail in the accompanying Cash Flow report.

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND
BALANCE (Attachment B):

Significant transactions include:
$24.8 million  Tax increment received in November;
$3.3 million 20% low-moderate housing portion of the November tax
increment receipts transferred to the Housing Department
(additional transfers occurred in December due to timing

differences);

$1.4 million County tax sharing agreement portion accrued as payable to
the County at a later date;

$467,000 November capital program expenditures.

Financial Statements
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FUND BALANCE:
The Agency’s overall fund balance for the month ending November 2011 was

$76.4 million. The net increase of $17.8 million is the result of November
activities described above and reflected in the attached statements.

dode

ABRAHAM ANDRADE
Director of Finance

Attachments

Financial Statements
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Redevelopment Agency of the City of San Jose

Financial Statements - Outstanding Long Term Debt

TAX ALLOCATION BONDS

1993 Merged Arca Refunding

1997 Merged

1997 Housing Series E

1999 Merged

2002 Merged

2003 Merged

2003 Housing Series J

2003 Housing Series K

2004 Merged Refunding

2005 Housing Series A

2005 Housing Series B

2005 Merged Refunding Series A/B
2006 Merged Series A-T/B ‘
2006 Merged Refunding Series C, D
2007 Merged Refunding Series A-T
2008 Merged Series A/B

2010 Housing Series A

2010 Housing Series B

2010 Housing Series C

1996 Merged Series A & B

2003 Merged Revenue Series A & B

Total Tax Allocation Bonds

OTHER LONG TERM DEBT

4th Street Parking Revenue, Series 2001 A

2001 Convention Center Series F & G

HUD 108 Note Payable

CSCDA CRA/ERAF Loan ('05 & '06)

CSJ General Purpose Parking Fund Loan

Spec. Educ. Rev. Augment. Fund (SERAF) Loan
County Settlement Obligation

Other Notes Payable
otal Other Long Term Debt

TOTAL LONG TERM DEBT

111312012

Attachment C

Principal

Beginning Balance Monthly Current Balance
10/31/2011 Activity 11/30/2011
18,195,000 0 18,195,000
5,810,000 0 5,810,000
17,045,000 0 17,045,000
12,920,000 0 12,920,000
13,165,000 0 13,165,000
127,545,000 0 127,545,000
34,910,000 0 34,910,000
5,905,000 0 5,905,000
193,215,000 0 193,215,000
10,445,000 0 10,445,000
109,855,000 0 109,855,000
198,115,000 0 198,115,000
80,300,000 0 80,300,000
698,990,000 0 698,990,000
205,685,000 0 205,685,000
107,860,000 0 107,860,000
56,710,000 0 56,710,000
5,510,000 0 5,510,000
88,600,000 0 88,600,000
46,000,000 0 46,000,000
47,655,000 0 47,655,000
2,084,435,000 0 2,084,435,000
34,297,500 0 34,297,500
129,020,000 0 129,020,000
29,745,000 0 29,745,000
17,330,000 0 17,330,000
13,528,294 0 13,528,294
77,314,780 0 77,314,780
23,561,815 0 23,561,815
9,122,388 0 9,122,388
333,919,777 0 333,919,777
2,418,354,777 0 2,418,354,777



San Jose Redevelopment Agency
Financial Statements - Fixed Assets

Attachment D

I Beginning Balance Tonthly Current Balance
10/31/2011 Activity-Net 11/30/2011
Land : 66,088,286 66,088,286
Buildings & Public/Lease Improvements 97,493,768 97,493,768
Construction in Progress 19,987,725 19,987,725
Equipment : 299,114 299,114
Total (Net Book Value) 183,868,893 0 183,868,893

1/13/2012



PSFSS Committee:

THE REDEVELOPMENT AGENCY OF THE CITY OF SAN JOSE

MEMORANDUM

TO: PUBLIC SAFETY, FINANCE FROM: ABRAHAM ANDRADE

AND STRATEGIC SUPPORT DIRECTOR OF FINANCE
COMMITTEE ;

SUBJECT: DATE:

CAPITAL COST REPORT — JANUARY 13,2012
NOVEMBER 2011

RECOMMENDATION

Accept the Capital Cost Report for November 2011.

BACKGROUND

The Capital Cost Report (Attachment A) contains a cost summary for each of the
eight Redevelopment Project Areas that have budget line items and a total
summary for the Agency. The report is updated monthly to reflect year-to-date
expenditures and encumbrance balances, as compared to the amount appropriated
by the Agency Board. The cost summary components are:

1.

Column A: Total Funds Available; reflects cach Projéct Area’s adopted
budget, rebudgets and budget adjustments as of the reporting month’s close
(November 30, 2011), and Carryover Encumbrances reflecting contractual
commitments of prior years’ outstanding funds (June 30, 2011).

Column B: Total Year-to-Date Expenditures captures the total amount
expended from the start of the current fiscal year (July 1, 2011) through the
reporting month’s closing date (November 30, 2011). Negative current month
expenditures on certain project lines are a result of adjustment and/or
reclassification of prior month entries to the cortect project lines.

. Column C: Encumbrance Balance represents the outstanding contractual

commitments as of November 30, 2011. The monthly appropriation balance
report and unliquidated encumbrance report are the sources for this
information.

Column D: Remaining Funds Available indicates the amount available to
spend by appropriation for cach Project Area. The year-to-date Expenditures
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(Column B) and the Encumbrance Balance (Column C) are subtracted from the
Total Funds Available (Column A), yielding the remaining funds available in
the current year.

Provided in the Capital Cost Report are the total City and Agency project
expenditures from July 1, 1977, through November 30, 2011, for current year
budgeted projects and the percentage of total project expenditures to date in
comparison to total project budget and non-redevelopment funding sources.

ANALYSIS

On June 28, 2011, Governor Brown signed two bills, Assembly Bill X1 26 and
Assembly Bill X1 27, which among other things, suspended certain redevelopment
activity and identified specific reporting requirements. This legislation also
provided for the dissolution of redevelopment agencies and the establishment of
“successor agencies” by October 1, 2011, unless the City made a payment to the
State to avoid dissolution. The City of San Jose joined the California
Redevelopment Association and others in challenging the constitutionality of the
legislation. On December 29, 2011, California Supreme Court upheld ABX126
(the redevelopment “elimination” bill), but struck down ABXI 27, the bill that
would have allowed agencies to remain in operation as long as they made a
payment to the state. The California Supreme Court also amended certain dates
contained in ABX1 26. For example, the October 1, 2011 date for dissolution of
redevelopment agencies was changed to February 1, 2012, The bills were passed
as patt of the 2011-12 state budget.

Under AB X1 26, the Agency cannot enter into or amend contracts, renew or
extend leases or other agreements except those allowable under administration
operations. The Agency is allowed to make scheduled payments on bonds or other
legally binding agreements, and to manage existing contracts, projects, and other
obligations. The $9.6 million of encumbrance balances for capital projects, as of
November 30, 2011, are for existing legally binding agreements entered into prior
to June 29, 2011,

Capital expenditures for November totaled $467,000. This amount varies from the
amount reported on the Cash Flow Projection because the Capital Cost report uses
the accrual method of accounting. Major capital project expenditures for
November include:

$146,000  Payment to ACE Charter School per Owner Participation Agreement

(OPA) for Agency assistance towards eligible costs in connection
with construction of a new school facility;

Capital Cost Report
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$156,000  Indirect operating costs related to capital projects.

Mt itz

ABRAHAM ANDRADE
Director of Finance

Attachment

Capital Cost Report
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PSFSS Committee:

THE REDEVELOPMENT AGENCY OF THE CITY OF SAN JOSE

MEMORANDUM

TO: PUBLIC SAFETY, FINANCE FROM: ABRAHAM ANDRADE
AND STRATEGIC SUPPORT DIRECTOR OF FINANCE
COMMITTEE

SUBJECT: DATE:
CASH FLOW PROJECTION — JANUARY 13,2012
NOVEMBER 2011

RECOMMENDATION

Accept the Cash Flow Projection for November 2011.
BACKGROUND

The attached Cash Flow Projection is a forecast of expected cash receipts and
payments for FY 2011-2012. This document is also used by the City’s Finance
Treasury Division to facilitate its investment decisions in investing the Agency’s
money sent to the City’s Cash and Investment Pool. These projections are subject .
to change due to internal and external circumstances, such as changing economic
conditions, which may affect revenues and/or expenditures.

The figures in the Cash Flow Projection can be expected to differ from the figures
in the Adopted Budget. For example, the total on the Capital Projects Expenditure
line item in the Cash Flow Projection will not equal the total of the Capital
Expenditures in the Adopted Budget, because the capital budget primarily tracks
encumbrances (commitments) rather than cash payments. The budget shows the
full amount of a contract in the year awarded while the Cash Flow Projection
shows payments made over the life of the contract which can extend beyond a
single fiscal year.

In addition, the figures in the actual columns of the Cash Flow Projection differ
from the financial statements due to the method of recognizing revenues and
expenditures. The figures reported in the Cash Flow Projections are actual cash
transactions, whereas the financial statements are based on accrual method of
accounting whereby revenues and expenditures are recognized when earned and
incurred regardless of timing of receipts and disbursements.

On June 28, 2011, Governor Brown signed two bills, Assembly Bill X1 26 and
Assembly Bill X1 27, which suspended redevelopment activity and identified
specific reporting requirements. This legislation also provided for the dissolution
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of redevelopment agencies and the establishment of “successor agencies” by
October 1, 2011, unless the City made a payment to the State to avoid dissolution.
The City of San Jose joined the California Redevelopment Association and others
in challenging the constitutionality of the legislation. On December 29, 2011,
California Supreme Court upheld ABXI 26 (the redevelopment “elimination” bill),
but struck down ABXI 27, the bill that would have allowed agencies to remain in
operation as long as they made a payment to the state. The California Supreme
Court also amended certain dates contained in ABX1 26. For example, the
October 1, 2011 date for dissolution of redevelopment agencies was changed to
February 1, 2012. The bills were passed as part of the 2011-12 state budget.

In accordance with AB X1 26, the Agency was required to prepare an Enforceable
Obligation Payment Schedule (EOPS) which summarized the obligations of the
Agency from July 1, 2011 to December 31, 2011. The EOPS was approved by the
Agency Board/City Council on August 23, 2011 and was submitted to the County
Auditor-Controller and the State Department of Finance on August 26, 2011. The
projected payments presented in the attached one-year Cash Flow Projection
Schedule are consistent with those listed in the EOPS.

To avoid the need to redeem the 2003 and 1996 Bonds on November 25, 2011, JP
Morgan Chase Bank agreed on October 24, 2011 to extend the 2003 and 1996
Letters of Credit to July 1, 2012 without changing any of the terms of the
reimbursement agreements in effect.

ANALYSIS

The Agency’s cash and investments balance increased by a net amount of $5.2
million in November 2011, ending the month at $24.8 million. Cash receipts
totaled $24.9 million, which included Tax Increment of $24.8 million; and
$133,000 in miscellaneous revenue.

Cash disbursements totaled approximately $19.7 million, which included $13.2

- million transfer to Fiscal Agent for Debt Service payment; $3.3 million
representing 20% of tax increment transferred to City’s Housing Department; $2.2
million payment to City of San Jose for State of California ERAF Loan; $432,000
in capital project expenditures and $468,000 in operating costs. Cash outlay may
differ from the accompanying Financial Statements and Capital Cost Report that
utilize the accrual method of accounting.

Major capital project and operating cash expenditures include:

$253,000 Payment to City of San Jose for the final payment of FY2010-11, June
2011 support services;

Cash Flow Rpt
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$200,000 Payment for operating expenditures;

$146,000 Payment to ACE Charter School per Owner Participation Agreement
(OPA) for Agency assistance towards eligible costs in connection with
construction of a new school facility.

Differences between these amounts and the amounts reported on the
accompanying cost report may be attributable to the 10% retention customarily
withheld on construction payments or timing differences resulting from expenses
recorded at the end of the month but not paid until the following month.

i

ABRAHAM ANDRADE
Director of Finance

Attachment

Cash Flow Rpt
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