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December 21, 2004

Honorable Chair and Members

Of the Glendale Redevelopment Agency
City of Glendale

Glendale, CA 91206

INTRODUCTION

State law requires that all general-purpose local governments publish within six months of the close of
cach fiscal year a complete set of financial statements presented in conformity with accounting
principles generally accepted in the United States of America (GAAP) and audited by a firm of
licensed certified public accountants 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. Pursuant to the
requirement, we hereby issue the annual financial report of the Glendale Redevelopment Agency
(Agency) for the fiscal year ended June 30, 2004,

This report consists of management’s representations concerning the finances of the Agency,
Consequently, management assumes full responsibility for the completeness and reliability of all of the
information presented in this report. To provide a reasonable basis for making these representations,
management of the Agency has established a comprehensive internal control framework that is
designed both to protect the Agency’s assets from loss, theft, or misuse and to compile sufficient
reliable information for the preparation of the Agency’s financial statements in conformity with
GAAP. Because the cost of internal controls should not outweigh their benefits, the Agency's
comprehensive framework of internal controls has been designed to provide reasonable rather than
absolute assurance that the financial statements will be free from material misstatement. As
management, we assert that, to the best of our knowledge and belief, this financial report is complete
and reliable in all matenal respects,

Vavrinek, Trine, Day & Co., LLP, a firm of certified public accountants, has audited the Agency’s
financial statements. The goal of the independent audit was to provide reasonable assurance that the
financial statements of the Agency for the fiscal year ended June 30, 2004, are free of material
misstatement. The independent audit involved examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements; assessing the accounting principles used and
significant estimates made by management; and evaluating the overall financial statement presentation,
The independent auditor concluded, based upon the audit, that there was a reasonable basis for
rendering an unqualified opinion that the Agency’s financial statements for the fiscal year ended June
30, 2004, are fairly presented in conformity with GAAP. The independent auditor’s report 1s presented
as the first component of the financial section of this report.

GAAP requires that managemen! provide a narrative introduction, overview, and analysis to
accompany the basic financial statements in the form of Management’s Discussion and Analysis
(MD&A). This letter of transmittal is designed to complement the MD&A and should be read in



conjunction with it. The Agency's MD&A can be found immediately following the report of the
independent auditors.

Profile of the Glendale Redevelopment Agency

The Agency was created by the Glendale City Couneil Ordinance No. 4017, adopted March 28, 1972
and was established pursuant to the Community Redevelopment Law of California as modified in Part
I of Division 24 of the State of California Health and Safety Code. As such, the Agency acts as a legal
entity, separate and distinet from the City even though the City Council has the authority to appoint the
Agency’s Governing Board.

At present, the Glendale City Council serves as the governing body of the Agency with the authority to
carry out redevelopment activities, The City Manager serves as Executive Director; the Finance
Director serves as the Treasurer of the Agency; the City Clerk serves as Sceretary of the Agency; and
the City Attorney serves as Agency Counsel.

The Agency currently has rwo project areas as follows:

1. The Central Glendale Redevelopment Project was formally created by Ordinance No, 4042 dated
August 1, 1972, Originally encompassing 221 acres located in the heart of the City of Glendale
(the City), the project area has grown by annexation to encompass 263 acres. The project area
consists principally of commercial, office, and retail uses.

2. The San Fernando Road Corridor Redevelopment Project was formally created by Ordinance Wo.
5003 dated December 5, 1992. The project area encompasses 750 acres, which is primarily used
for industrial, anufacturing and entertainment related business.

The actions of the Agency are binding, and its appointed representatives routinely transact business,
including the incurrence of long-term debt, in the Agency’s name. The Agency is broadly empowered
to engage in the general economic revitalization and redevelopment of the City through acquisition and
development of property in those areas of the City determined to be in a blighted condition, as defined
under State law,

The California Community Redevelopment Law of California provides that, pursuant to the adoption
of a redevelopment plan, the Agency is entitled to 100% of all future incremental property tax
revenues atiributable to increases in the property tax base within the Central Redevelopment Project
Area and a proportional amount based on tax-sharing agreements in the San Fernando Corridor Project
Area. Property taxes levied for the fiscal year ended on June 30 are payable in equal installments due
on November 1 and February 1 and collectible December 10 and April 10, respectively.

Factors Affecting Financial Condition

The information presented in the financial statements is perhaps best understood when it 1s considered
from the broader perspective of the specific environment within which the Agency operates.

Local economy, Economic growth in the City of Glendale is relatively stable. During the last year,
there has been increased property tax revenue due to continued real estate sales and healthy values for
propertics being sold. Overall, sales tax revenue has increased as well due to stronger sales activity
and accounting aberrations.



Long-term financial planning. - Cemiral Project.  This year $59 million in long-term debt was
refunded to take advanmtage of the reduced intercst rates. Also, Los Angeles County recently completed
its reassessment of the Glendale Galleria, which was sold in December 2002, General Growth, the
owner of the mall, will likely appeal the decision, which will delay receipts of the increased tax
mcrement from the new value of the property. Additional tax increment is expected to be generated in
the furure from new development.

San Fernando Corridor Project. The Walt Disney Co. development project is continuing, which
brings new construction and more jobs {0 the area. The County of Los Angeles has begun the pass
through of their share of tax increment, allowing a number of public infrastructure projects to proceed.

Cash management policies and practices. Cash temporarily idle during the year was invested in the
City Treasurer's portfolio. The average yield was 2.92 percent. Investment income includes
appreciation in the fair value of investments. Increases in fair value during the current year, however,
do not necessarily represent trends that will continue; nor is it always possible to realize such amounts,
especially in the case of temporary changes in the fair value of investments that the government
intends to hold to maturity.

Risk mapagement. The Agency participates in the City of Glendale’s self-insurance programs for
workers’ compensation and general liability, which affect the Agency. These insurance activities are
accounted for in the City of Glendale's Liability Insurance Fund, an internal service fund. As a
component unit of the City of Glendale, the Agency is also covered under the City’s policies for
property insurance and excess liability coverage,

Additional information on the Agency’s risk management can be found in Note IX of the financial
staternents.

SUMMARY

In conclusion, I would like to take this opportunity o express my appreciation 1o the staff of the
Administrative Services and Development Services Divisions, led by the efforts of Principal
Accountant, Tita Parker, whose hard work and dedication have made the preparation of this report
possible. 1 would like 10 express my appreciation to the Agency Members and the Director of
Development Services for their support and responsible planning of the Agency’s financial affairs.

Respectfully Submitted,

Director of Administrative Services
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L’. Vavrinek‘ Trine, Dav & co.’ LLP —
VALUE THE DIFFERENCE
Gertified Public Accountants & Gonsuitants

INDEPENDENT AUDITORS' REPORT

To the Honorable Mayor and City Council
Glendale Redevelopment Agency
Glendale, California

We have audited the accompanying component unit financial statements of the governmental activities
and each major fund of the Glendale Redevelopment Agency (the Agency), a component unit of the City
of Glendale, California, as of and for the year ended June 30, 2004, which collectively comprise the
Agency's basic financial statements as listed in the table of contents. These financial statements are the
responsibility of the Agency's management, Our responsibility is to express opinions on these financial
statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of material
misstaternent.  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 financial statement
presentation. We believe that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respeciive financial position of the governmental activities and each major fund of the Agency, as of June
30, 2004, and the respective changes in financial positions, thereof for the year then ended in conformity
with accounting prineiples generally aceepied in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated November 10,
2004 on our consideration of the Agency’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the internal
control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be considered in assessing the results of our
audit.

The Management's Discussion and Analysis on pages 3 through 8 and the required supplemental
information on page 30 are not a required part of the basic financial statements, but are supplementary
information required by accounting principles generally accepted in the United States of America. 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. The Glendale Redevelopment
Agency, has not presented the budgetary comparison information for the major special revenue funds that
accounting principles generally accepted in the United States of America require to supplement, although
not to be part of, the basic financial statements.

8270 Aspen Street  Rancho Cucamonga, CA 91730 Teid909.466.4410  Fax: 909.466.4431  www.vidcpa.com
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Qur audit was condueted for the purpose of forming opinions on the financial statements that collectively
comprise the Agency’s basic financial statements. The introductory and statistical section as listed in the
table of contents are presented for purpose of additional analysis and are not a required part of the basic
financial statements. The introductory section and the statistical section have not been subjected to the
auditing procedures applied in the audit of the basic financial statements and, accordingly, we express no

opinion on them.
Vantimsle, Terir, Do * o, 0P

Rancho Cucamonga, California
November 10, 2004



GLENDALE REDEVELOPMENT AGENCY
Management’s Discussion and Analysis

As management of the Glendale Redevelopment Agency (Agency), we offer readers of the Agency’s financial statements this
narrative overview and analysis of the financial activities of the Agency for the fiscal year ended June 30, 2004, We
encourage readers to consider the inforrnation presented here in conjunction with additional information that we have
furnished in our letter of transmittal, which can be found on pages i to iii of this report. All amounts, unless otherwise
indicated, are expressed in whole dollars.

Financial Highlights

o  The liabilities of the Agency exceeded its assets at the close of the most recent fiscal year by $36,350,611 (net assets). Of
this amount, a negative $77,532,216 (unrestricted net assets) exists. The deficit in unrestricted net assets is typical in
redevelopment agencies. All redevelopment agencies leverage current tax increment revenues by issuing long-term debt
to raise capital to promote economic growth within the project area.

o The Agency's total net assets decreased by $2,858,244. This decrease 15 attributable 10 ongoing expenditures
significantly exceeding ongoing revenues in the current fiscal year.

s As of the close of the current fiscal year, the Agency’s governmental funds reported combined ending fund balances of
$56,486,764, a decrease of £$9,329,268 in comparison with the prior year’s combined fund balance of $65,816,032. This
large decrease 1s due primarily to the use of proceeds from the 2002 Tax Allocation Bonds for the Town Center project.

¢ Al the end of the current fiscal year, total unreserved fund balance for the Central Project, San Fernando Project, and
Town Center funds was a negative $44,557,581, a negative 38,809,198 and a negative $23,307,207 respectively,

s The Agency’s total debt decreased by $1,675,901 (0.96 percent) during the current fiscal year, This decrcase is due to a
$58,880,000 tax aliocation bond issuance, $2,412,063 net bond premium, ongoing bonded debt service payments of
$1,810,000, bond redemptions of $59,315,000, a net deferred amount of ($3,268.848) on the refunding of the 1993 tax
allocation bonds, and a net increase of $1,425,884 to amounts owed to the City of Glendale.

Overview of the Financial Statements

This discussion and analysis 1s intended to serve as an introduction to the Agency’s basic financial statements, The Agency’s
basic financial statements comprise of three components: 1) government-wide financial statements, 2) fund financial
staternents, and 3) notes to the financial statements. This report also contains other supplementary information in addition to
the basic financial statements themselves,

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

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

The statement of activities presents information showing how the government’s net assets changed dwing the recent fiscal
vear. All changes in net assets are reported as soon as the underlying event giving rise to the change occurs, regardless of the
timing of related cash flows. Thus, revenues and expenses are reported in this statement for some items that will only result in
rash flows in future fiscal periods (e.g., uncoliected taxes and eamed but unused vacation leave).

Both of the government-wide financial statements identify functions of the Agency that are principally supported by taxes
and intergovernmental revenues (governmental activities), The governmental activities of the Agency include community
development, education, housing assistance and interest and fiscal charges in bonds.

The government-wide financial statements can be found on pages 11-12 of this report.

Fund financial statements. A fund is a grouping of related accounts that 15 used to maintain control over resources that have
been scgregated for specific activities or aobjectives. The Agency, like other state and local governments, uses fund
accounting o ensure and demonstrate compliance with finance-related legal requirements. All of the funds of the Agency are
known as governmental funds.

Governmental funds. Governmental funds are vsed to account for essentially the same functions reported as governmental
activities in the government-wide financial statements. However, unlike the government-wide financial statements,
governmental fund financial statements focus on near-term inflows and outflows of spendable resources, as well as on

3



GLENDALE REDEVELOPMENT AGENCY
Management’s Discussion and Analysis, continued

bulances of spendable resources available at the end of the fiscal year. Such information may be useful in evaluating a
government’s near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial statements, it is useful to
compare the information presented for governmental funds with similar information presented for governmental activities in
the government-wide financial statements, By deing se, readers may better understand the long-terin irmpact of the
government’s near-term financing decisions. Both the governmental fund balance sheet and the povernimental fund statement
of revenues, expenditures, and changes in fund balances provide a reconciliation to facilitate this comparison between
governmental funds and governmental activities.

The Agency maintains six individual governmental funds. Information is presented separately in the govemmental fund
balance sheet and 1 the governmental fund statement of revenues, expenditures, and changes in fund balances for the Central
Project, Town Center, San Fernando Project, Low and Moderating Housing, 2003 Tax Allocation Bonds, and 2002 Tax
Allocation Bonds Funds.

The basic governmental fund financial statements can be found on pages 13-16 of this report.

Notes to the financial statements. The notes provide additional information that is essential to a full understanding of the
data provided in the government-wide and fund financial statements. The notes to the financial statements can be found on
pages 17-34 of this report.

Government-wide Financial Analysis

As noted earlier, net assets may serve over time as a useful indicator of a government’s financial position. The Agency’s
liabilities exceeded assets by §36,350,611 at the close of the fiscal vear.

The Agency has a large negative balance in unrestricted net assets (377,532,216} due primarly to a significant amount
($172.311,343) of outstanding long-term debt. Restricted net assets arc an additional portion of the Agency’s net assets
$30,493,840 that represent resources that are subject w external restrictions on how they may be used.

Glendale Redevelopment Agency’s Net Assets
Total Governmenital

activities
2004 2003

Current and other assets & 135,807,017 133,549,878
Capital assets, net 10,687,765 8,734,028

Total assets 146494, 782 142,283,906
Long-term liabilities outstanding 168,395,607 170,089,435
Orher lisbiliries 14,449,786 5,686,838

Total liabilities 182,845,393 175,776,273
Net assets (deficits):
Invested in capital assets, net of related debt 10,687,765 8,734,028
Restrioted 30,493 840 51,457,623
Urirestricted (77,532,216) (93,684,018)

Total net assets (deficits) $ (36,350,611)  (33,492367)

The Agency has a deficit in unrestricted net assets due to the nature of redevelopment financing. Redevelopment agencics
typically leverage current tax increment revenues by issuing long-term debt (ncluding loans from the City) in order to raise
capital to promote economic development within the project area. The new projects constructed, in turn, generaie additional
tax increment revenues, which again, may only be captured 10 the extent that the Apency incurs indebtedness. Indebtedness
includes bonded indebtedness, notes, loans, advances, payments due under development agreements, and City loans. The
Agency incurs debt based on future tax increments to fund infrastruciure projects. Once the infrastructure projects are
completed, the asset is transferred to the City, however, the debt remains with the Agency resulting in deficit net assets.

4



GLENDALE REDEVELOPMENT AGENCY
Management’s Discussion and Analysis, continued

Governmental activities. Governmental activities decreased the Agency’s net agsets by $2,858,244, thereby accounning for
the total decline in the net assets of the Agency. Key elements of this decrease are as follows:

Glendale Redevelopment Agency’s Changes in Net Assets

Total Gavernmental

activities
2004 2003

Revenues:
Program revenues:

Charges for services 3 50,092 48,950
(General revetiues:

Property taxes 21,995 982 22,214,805

Revenue from other sources 1,158,263 1,266,467

Investment earnings 1,361,003 6,380,168

Miscellangous 1,593,606 1,130,417

Total revenues 260,158,946 31,040,807

Expenses:

Community development 18,401,116 10,886,278

Education 1,417,840 1,126,058

Housing assistance 3,118,069 1,599,952

Interest and fiscal charges on bonds 6,080,163 7,214,997
Total expenses 29,017,190 20,827,285
Increase/(decrease) in net assets (2,858,244) 10,213,522
Net assets (deficit) at the beginning of the year (33,492.367) (43,705,889
Net assets {deficit) at the end of the vear 3 (36,350,611) (33,492,367)

»  Property taxes decreased by $218,823 primarily due to a decline in property tax revenues in the San Fernando Project
area compared to last fiscal vear.

¢ Investrnent earnings also decreased by $5,019,165, largely due to the increased use of cash from bond proceeds for
property purchases, a $1.8 million adjustment to interest and investment revenue (GASB 31) to reflect the fair market
value of investments, and continuing low interest rates.



GLENDALE REDEVELOPMENT AGENCY
Management’s Discussion and Analysis, continned

Revenues By Source — Governmental Activities

Charges for
Investment Miscellaneous  services
" 61% 0.2%

SArTINLS
5.2%

Revenue from
other sources
4.4%

Property taxes
84.1%

Financizl Analysis of the Government’s Funds

As noted earlier, the Agency uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements,

Governmental funds. The focus of the Agency’s governmental funds is to provide information on near-term inflows,
outflows, and balances of spending resources. Such information is useful in assessing the Agency’s financing requirements.
In particular, unreserved fund balance may serve as a useful measure of a2 government’s net resources available for spending

at the end of the fiscal year.

As of the end of the current fiscal year, the Agency’s governmental funds reported combined ending fund balances of
$56,486.764, a decrease of $9,329,268 in comparison with the prior year. A total negative balance of $76,427,987 constitutes
the unreserved fund balance, which is available for spending at the Agency’s discretion. The remainder of fund balance is
reserved 1o indicate that it is not available for new spending because it has already been committed 1) to liquidate contracts
and purchase orders of the prior period (36,054,190), 2) to hold property for future development ($59,090,037), 3) for
principal and interest payments toward outstanding bond debt (3$8,706,008), 4) for loans receivable (35,982,646), 5) for
anticipated capital project expenditures ($53,049,900), 6) for prepaid items ($24,970), or 7) for deposits ($7,000).



GLENDALE REDEVELOPMENT AGENCY
Management's Discussion and Analysis, continued

The combined fund balance of the Agency’s Ceniral Project, $an Fernando Project, Town Center, and Low & Moderate
Housing funds decreased from a positive $54,705,514 to a positive $47,534,757, a decrease of $7,170,757 compared to the
prior fiscal year. This change is primarily due to the increased use of the proceeds from the 2002 Tax Allocation Bonds for
property purchases and other expenditures.

The debt service funds have a total fund balance of $8,952,007, of which $8,706,008 is reserved for debt service payments.
Capital Asset and Debt Administration

Capital assets. The Agency’s investment in capital assets for it5 governmental activities as of June 30, 2004, amounts to
$10,687,765 (net of accumulated depreciation), Tlis investment In capital assets includes land, buildings and improvements,
machinery and equipment, infrastructure, and construction in progress. The total increase in the Agency's investment in
capital assets for the current fiscal year was $1,953,737, which resulted from a net addition of $2,014,839 and a net $61,102

from accumulated depreciation,

Glendale Redevelopment Agency’s Capital Assets

Total Governtnental

activities
2004 2003
Land $ 1,918,312 1,918,312
Buildings and improvements 8,512,111 8,512,111
Machinery and equipment 602,249 736,425
Infrastructure 127,842 -
Construction in Progress 2,021,173 -
Total capital assets 13,181,687 11,166,848
Less accumulated depreciation 2,493 922 2,432,820
Net of depreciation  § 10,687,765 8,734,028

Additional information on the Agency’s capital assets cant be found in note iv on page 24 of this report.



GLENDALE REDEVELOPMENT AGENCY
Management’s Discussion and Analysis, continsed

Long-term debt. At ihe end of the current fiscal year, the Agency has total bonded debt outstanding of $105,085,000, all of
which 5 backed by the Agency’s income from property tax increment.

Glendale Redevelopment Agency’s Outstanding Debt
Tax Allocation, Revenue Bonds, and Long-term Debt Qwed to the City

Total Governmental

activities
2004 2003
Tax allocation bonds 3 106,182,160 109,283 945
Total 106,182,160 109,283,945
Long-term debt to City 66,129,183 64,703,299

Grand total  § 172,311,343 173,987 244

» The Agency’s total debt decreased by $1,675,901 (0.96 percent) during the cument fiscal year due 1o the issue of
$58,880,000 in tax allocation bonds, net bond premium of $2,412,063, $1,810,000 in ongoing debt service payments,
bond redemption of $59,315,000, a net deferred amount of ($3,268,848) on the refunding of the 1993 tax allocation
bonds, and a net increase of 51,425,884 to amounts owed to the City of Glendale.

Additional information on the Agency’s long-term debt can be found on pages 26 through 28 of this report.

Economic Factors and Next Year’s Budgels and Rates
s Over 80 percent of the Agency’s revenues come from tax increment.

State Budget
Since 1992/93, the State legislature has passed legislation to reallocate funds from redevelopment agencies to school districts

by shifting a portion of each agency’s tax increment, net of amounts due to other taxing agencies, to school districts for
deposit in the Education Revenue Augmentation Fund {(ERAF). The Agency will Jose $2.2 million a year in FY 2004/05 and
FY 2005/06 toward resolving the State Budget crigis. There are still no protections in place that would prevent the State from
taking additional tax increment revenue; redevelopment agency property tax incrgment revenue continues to be at risk of
being taken by the State.

Property Tax Revenue
In November 2001, an Orange County Superior Court Judge ruled that the Orange County Assessor’s Office violated

Proposition 13 by increasing the taxable value of a Seal Beach residence by 4% in a single year (1998). County attorneys
argued that the assessment was legal because it made up for years in which the property value did not increase. The county
maintains it was merely “recapturing” the full tax value of the property, charging 2% for each of the years the property values
did not rise. On December 12, 2002, the Supenior Court certified class action status for this case and the Court and Tax
Collector were addressing when and if notification to the taxpayers should be executed.

In 2002, two other courts (Los Angeles and San Diego) ruled differently on the same issue and both affirmed the current
statewide practice of property assessment restoration (i.e. the local courts differ on this issue), The property tax laws are
applied on a statewide basis and the contradicting ruling with two other local courts on the same legal issue require a
uniformity review at the appellate level. The Court of Appeal reviewed the case and March 26, 2004, reversed the lower
court’s decision. On July 21, 2004, the California Supreme Court refused the petition to review the decision by the Court of
Appeals so the decision by the Court of Appeals stands, thus resolving the issues of uniformity and market value assessments
under the limits set by Proposition 13.

Requests for Information

This financial report is designed to provide a general overview of the Agency’s finances for all those with an interest in the
Agency’s finances, Questions concerning any of the information provided in this report or requests for additional financial
information should be addressed to the Director of Administrative Services, City of Glendale, Administrative Services
Division, 141 North Glendale Avenue, Suite 346, Glendale, CA 91206.
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Exhibit A

GLENDALE REDEVELOPMENT AGENCY
Btatement of Net Assets {(Deficit}
June 30, 2004

ASSETS

Current assets:
Cash and invested cash
Imprest cash
Cash with fiscal agents
Interest receivable
Due from other agencies
Deposits
Prepaid items

Total current assets

Noncurrent assets:
Deferred charges
Loan receivable
Real property held for resale
Capital assets, net

Total noncurrent assets

Total assets

LIABILITIES
Current Jinbilities:
Accounts payable
Accryed wages & withholdings
Due to other agencies
Accrued interest
Bond issuance costs
Deposits
Compensated absences
Bonds payable, due in one year

Total current liabilities
Noncurrent liabilities

Due the City of Glendale
Bonds payable

Total non current liabilities
Total liabilities
NET ASSETS
Invested in capital assets, net of related debt
Restricted for:
Housing, health, and community development

Debu service
Unrestricted (deficit)

Total net assets (deficit)

See accompanying notes to financial staternents.

Governmental
Activities

$ 56,442,818
200

9,302,054

521,017

1,373,546

7,000

24,970

67,671,603

3,037,758
5,982,647
59,115,007
10,687,765

78,823,177
146,494,782

9,005,328
127,585
367,623
380,738
533,897

25,000
93,879
3,915,736

14,449,786

66,129,183
102,266,424

168,395,607
182,845,393

10,687,765

17,922,832
12,571,008
(77,532,216)

$ (36,350,611}




Exhibit B

GLENDALE REDEVELOPMENT AGENCY
Statement of Activities

For the year ended June 30, 2004

Net (Expense)
Revenue and
Changes in
Program Revenues Mer Assels
Charges for Governmentat
Expenses Services Activities
Governmental activities
Community development % 18,401,116 50,092 (18,351,024)
Education 1,417,840 - (1,417,840)
Housing assistance 3,118,069 - {3,118,069)
Interest and fiscal
charges on bonds 6,080,165 - (6,080,165)
Total government agtivites 29,017,190 50,002 (28.967,098)
General revenues
Property taxes 21,995,982
Revemie from other sources 1,158,263
Investnent eamings 1,361,003
Miscellaneous 1,593,606
Total general revenue 26,108,854
Change in net assets (2,858,244)
MNet assets (deficit) - July L, 2003 (33,492.367)
Net assets (deficit) - Jung 30, 2004 (36,350,601 1)

See accompanying notes to financial statements,




Exhibit C

GLENDALE REDEVELOPMENT AGENCY

Governmental Funds

Balance Sheet
June 20, 2004

Assets and Other Debits

Cash and invested cash

Imprest cash

Cash with fiscal agents
Interest receivable

Loan recesvabie

Due from other agencies

Deposits
Prepaid ilems

Real property held for resale

Totai assets and other debifs

Liabilities, Other Credits and Fund Eguity

Liabilities:

Accounts payable
DBue to other agency
Bond issuance cosis

Deposits

Accrued wages & withholdings
Compensated absences
Imtergovernmental payable

Tota! liabilities

Fund aquity:
Reserved:
Encumbrances

Loans reczivable

Deposits

Capital Projects

Debt service
Prepaid items

Real property held for resale

Unreserved

Total fund eguity and other credits

Totai liabilities, fund equity

See accompanying notes to financial statements.

and ofher credits

Special Revenue Diebt Service
Low anst
Moderate 2003 Tax 2002 Tax Total
Central San Fernando Housing Town Allocation Allocation Governmental
Project Project Fund Center Bonds Bonds Funds
19,262,002 8,151,781 16,163,572 12,681,613 - 183,850 56,442 818
200 - . - - - 200
- - - - 5,452,066 3.83G.988 8,302 054
140,760 51,741 103,623 224893 - - 321017
3982647 - - - - 5,982,647
1,296,645 76,961 - - - 1,373,546
7,000 - - - 7.600
- - 24970 - - - 24,970
27,660,875 - 1,307,835 29,546,296 - - 55,115,007
53,046,484 9,567,167 18,276,502 42,452,802 5,462 066 4,021,818 112,769,259
325815 279,429 283,355 2,119,729 - - 9,003,128
12410 348,213 - - - - 367.623
- - - 533,897 - 333,897
25,000 - - - - - 25000
55432 27,280 44,873 - - - 127,385
88272 (18,235) 23,842 - - 53,879
59,044,803 7,084,380 - - - 66,125,183
56,562,732 3,712,067 154,070 8,119,728 533,897 76,282,405
529,937 2,061,885 3,091,762 370,686 - - 6,034,150
5,982 546 - - - - - 5,982,446
7000 - - - - 7,000
1867875 8,533,433 12,923,294 27,723,298 - - 53,049,500
- - - - 4,909,108 3,795,300 8,706,008
- - 24970 - - - 24970
27660875 - 1,882,366 29,546,296 - - 59,090,037
{44,552,581) {8,809, 198} {23,307.207) 19,061 226918 {76,427,987}
(6,516,248) 1,795,199 17,922,832 34,333,073 4,928,189 4,623,838 55,486,764
53,045,484 9,507,167 18,276,502 42,452 8G2 5,462,066 4,623,838 132,765,239




Exhibit C.1

GLENDALE REDEVELOPMENT AGENCY
Govermnmental Funds

Recongiliation of Balance Sheet of

Governmental Funds to the Statement of Net Assets (Deficits)
June 30, 2004

Fund balances of governmental funds

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

Capital assets are not included as financial resources in
governmenta! fund activity.
Cost of capital assets
Accumulated depreciation

Costs of issuance of bonds were fully expended in the govemmental
funds. This is the amount {0 establish the unamortized deferred charges.

2002 Tax Allocation Bonds
2003 Tax Allocation Bonds

Long-term debt are not included in the governmental fund activity:
Due within one year:
Principal;
2002 Tax allocation bonds
2003 Tax allocation bonds
Bond premium:
2002 Tax allocation bonds
2003 Tax allocation bonds

Due more than one year:
Principal;
2002 Tax allocation bonds
2003 Tax Allocation Bonds
Bond premium:
2002 Tax allocation bonds
2003 Tax allocation bonds

Accued interest payable for the current portion of interest due are
not included in thé governmental fund activity:

2002 Tax allocation bonds
2003 Tax allocation bonds

Net assets (deficit) of governmental activities

See accompanying notes to financial statements.

$ 13,181,687

(2,493,922)

1,009,155
2,028,603

(1,865,000)
(1,799,866)

(105,619)

(145,251)

(44,340,000)
(53,811,286)

(1,742,707
(2,372.431)

(165,249)
(215,489)

$ 56,486,764

10,687,765

3,037,758

(3,915,736)

(102,266,424)

(380,738)

5 __(36350.611)



Exhidbit I

GLENDALE REDEVELOPMENT AGENCY
Gavernimental Funds

Stutement of Revenues, Expenditures

and Changes in Fund Balances

Year ended lune 30, 2004

Revemues:
Property taxes
Revemae from other agencies
Use of money and propersy
Charges for services - parking meters
biscelianenus
Total revenues

Expenditures:
Communsty development
County property tax administration

Pass through
Administation

Education

Housing assislance

Capital cutlay

Capital profects

Debt service:
Principal retiremenm
Interest on bonds
Interest on debt 1o City
Bond issuance costs

Total expenditures

Other financing sources {uses) :
Issuznce of debt
Bond Premium
Payment to refunded hond escrow agent

Total other financing sources {uses)

et change in fund balances

Fund eguity {deficit), July 1, 2003

Fund equity{deficit), June 390, 2004

Sce accompanying notes to financial statements.

Specist Bevenue Debt Service
Low and
Ssn Moderate 2003 Tax 2002 Fax Teotal
Central Fernando Housing Town Aliocation Allocation Governmnetal
Project Project Fund Center Bonds Bonds Funds
3 B.168,076 3385677 4 39¢ 3198 2,212,892 3,521,138 21995932
- 1,158,263 - - 158,263
1,252,021 2,360 244,159 {200,753 SOLEES 166,894 1,361,003
50,092 - - - 30,092
203,576 - 1,390,030 - - 1,593,606
5,573,753 4,635,300 6033387 {200,763} 2,263,012 3,753,245 26,158, M5
254,985 105,634 93,653 - - - 468,275
- 1,946,043 - - - - 1,946,043
2,283,208 417,094 772,36% 5,965 - 3,200 3,505,836
1,039,627 378,213 - - - - 1,417,840
- - 3,118,089 - - - 3,118,069
703 - - 1,655,845 - - 1,656,548
2616330 464,093 - 9,665,728 - - 12,778,151
R . - - - 1,810,000 £810.000
- - - - 1,618,166 2,010,137 3,626,303
2,169,884 256,600 - - - - 2,425,884
- - 2,019,724 - 2,119,724
8,374,738 3,593,077 1,584,093 11,361,338 3,735,850 3,823,337 34,872,673
- - - - 32,886,000 - 58,880,000
- - - - 2,614,516 - 2,614,518
- - - - (62,110,657} - (52,118,057
- - - - {615,541} - {615,541
1,269,027 1,043,223 2,049204  £11,562,301) (2,088,415 {70,097) (9,329,268}
{7.215,275) 751,877 15,873,538 45895374 7,316,588 4091930 55,816,032
5 (6316248) 1,795,100 £7.922832 34,333,873 4,928,169 4.023,838 56,486,764




Exhibit D.1

GLENDALE REDEVELOPMENT AGENCY

Governmental Funds

Reconciliation of the Statemen of Revenues, Expenditures and Changes
in Fund Balances of Governmental Funds 10 the Statement of Activities

Year Ended June 30, 2004

Net change in fund balances - total governmental funds

Amounts reporied for governmental activities in the statement
of activities are differemt because:

In the stalernent of activities, the cost of capital assets s allocated over their
estimated useful lives as depreciation expanse.

[n the statement of activities, the cost of issuance of bonds is reclassified as an asset from
expenditures in governmental funds.
2003 Tax Altocation Bonds

In the stalement of activities, the cost of issuance of bonds is allocated over
the life of bonds as an expense

1993 Tax Allocation Bonds

2002 Tax Allocation Bonds

2003 Tax Allocation Bonds

In the statement of activities, the deferred amounts on refunding are allocated
over the life of the bonds as a compenent of interest expense.

In the statement of activities, bond premium are allocated over the life of the bonds
as a component of interest expense

2002 Tax Allocation Bands

2003 Tax Allocation Bonds

In the statement of activities, bond proceeds and bond premivm

are yeclassified as a ifability from other financing sources in governmental fonds.
2003 Tax Allocation Bonds - bonds issued, net of deferred amount
2003 Tax Allocation Bonds « bond premivm

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

1993 Tax Allocation Bonds

2002 Tax Allocation Bonds

In the statement of activities, interest is accrued on outstanding debi; whersas
in the governmental fund, interest is recognized when matured.
Accrued interest, June 30, 2004
2002 Tax Allacation Bonds
2003 Tax Allocation Bonds

Accrued interest, June 30, 2003

1993 Tax Allocation Bonds
2002 Tax Allocation Bonds

Change in net assets of governmental activities

See accompanying notes 1o financial statements.

%

(9,329,268)
1,953,735
2,119,724
(619,831)
(57,664)
(‘9(),6‘712 (768,166)
{133,422)
105,619
9834 202,453
(55,477,730)
(2,614,516) (58,092,246)
59,315,000
—_1.810.000 61,125,000
{165,249)
{215,489) (380,738)
274,910
169,714 444,684
b3 12,858,244)



GLENDALE REDEVELOPMENT AGENCY

Notes to Basic Financial Statements
June 30, 2004

1. Summary of Significant Accounting Policies
A. Entity

The following is a summary of the significant accounting policies of the Glendale Redevelopment Agency (the
Agency).

The Agency has been determined to be a component unit of the City of Glendale (the Ciry) and is blended into the
financial reporting of the City. The Agency was created by the City Council Ordinance No. 4017, adopted on March
28, 1972 and was established pursuant to the Community Redevelopment Law of California as modified in Part T of
Division 24 of the State of California Health and Safety Code. As such, the Agency acts as a legal entity, separate and
distinct from the City even though the City Council has the authority to appoint the Agency's Governing Board.

The Agency currently has two project areas as follows:

I. The Central Glendale Redevelopment Project was formally created by Ordinance No, 4042 dated August 1, 1972.
Qriginally encompassing 221 acres located in the heart of the City, the project area has grown by annexation to
encompass 263 acres. The project area consists principally of commercial, office and retail uses.

2. The San Fernando Road Corridor Redevelopment Project was formally created by Ordinance No. 5003 dated
December 15, 1992, The project area encompasses 750 acres, which is primarily uwsed for industrial,
manufacturing and entertainment related business,

The actions of the Agency are binding, and its appointed representatives routinely transact business, including the
incurrence of long-term debt, in the Agency’s name. The Agency is broadly empowered to engage in the general
economic revitalization and redevelopment of the City through acquisition and development of property in those areas
of the City determined to be in a declining condition.

B. Government-Wide and Fund Finanecial Statements

The government-wide financial statements (ie. the statement of net assets and the statememt of activities) report
information on the Agency activities as a whole. For the most part, the effect of interfund activity has been removed
from these statements, The Agency only uses governmental activities, which normally are supported by taxes and
intergovernimental revenues.

The statement of activities demonstrates the degree to which the direct expenses of a given function are offset by
program revenues. Direct expenses are those that are clearly identifiable with a specific function. Program revenues
inciude 1) charges to customers or applicants who purchase, use, or directly benefit from goods, services, or privileges
provided by a given function or segment and 2) grants and contributions that are restricted to meeting the operational or
capital requirements of a particular function or segment. Taxes and other items not properly included among program
revenues are reported instead as general revenues.

Separate financial statements are provided for governmental funds. Major individual govemmental funds are reported
as separate columns in the fund financial statements.

C. Fund Accounting

The accounts of the Agency are organized on the basis of funds, each of which is considered to be a separate
accounting entity. The operations of each fund are accounted for by providing a separate set of self-balancing
accounts which comprise its assets, liabilities, reserves, fund balance/net assets, revenues, and expenditures or
expenses, as appropriate. The Agency records all of its transaction in governmental fund types.
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" GLENDALE REDEVELOPMENT AGENCY

Notes to Basic Financial Statements, continue

Governmental fund types are those funds through which most governmental functions typically are financed.
Governmental fund reporiing focuses on the sources, uses, and balances of current financial resources. Expendable
assets are assigned to the various governmental funds according to the purposes for which they may or must be
used; current liabilities are assigned to the fund from which they are paid; and the difference between governmental
fund assets and liabilities, the fund equity, is referred to as "fund balance.” The measurement focus is upon
determination of changes in financial position, rather than upon net income determination. The following comprise
the Agency’s major governmental funds;

Special Revenue Funds -

»  Central Project Fund-To account for monies received and expended within the Central Project area in
accordance with the Redevelopment Plan of the Agency made pursuant to redevelopment laws of the
State of California.

» San Fermnando Project Pupd-To account for monies received and expended within the San Fermando
Project area in accordance with the Redevelopment Plan of the Agency made pursuant to redevelopment
laws of the State of California.

s Low and Moderate Housing Fund —~ To account for housing set aside required under redevelopment laws
of the State of California.

e Town Center Fund-Development fund for the 2002 Tax Allocation Bonds proceeds.

Debt Service Funds -

» 2003 Tax Allocation Bond Fund -To accumulate monies for the payment of interest and principal of the
1993 Tax Allocation Bonds/2003 Tax Allocation Refunding Bonds. Debt Service is financed via the
incremental property tax from the Glendale Redevelopment Agency.

» 2002 Tax Allocation Bond Fund-To accumulate monies for the payment of interest and principai of the
2002 Tax Allocation bonds. Debt Service is financed via the incremental property tax from the Glendale
Redevelopment Agency,

D, Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The Agency adopted GASB Statement No. 34, Basic Financial Statements and Management’s Discussion and

Analysis for Swate and Local Governments, during the fiscal year ended June 30, 2002, The adoption of this
Statement is meant to present the information in a format more closely resembling that of the private sector and to

provide the user with more managerial analysis regarding the financial results and the Agency’s financial outlook.

The government-wide financial statemems are reported using the economic resources measurement focus and the
accrual basis of accounting. Revenues are recorded when earned and expenses are recorded when a liability is
incurred, repardless of the timing of related cash flows. Property taxes are recognized as revenues in the year for
which they are levied. Grants and similar items are recognized as revenus as soon as all eligibility requirements
imposed by the provider have been met.

Governmental fund financial statements are reported using the current financial resources measurement focus and
the modified accrual basis of accounting. Revenues are vecogmized as soon as they are both measurable and
available, Revenues are considered to be available when they are collectible within the current period or soon
enough thereafter to pay liabilities of the current period. For this purpose, the Agency considers revenues (o be
available if they are collected within 60 days of the end of the current fiscal period. Expenditures generally are
recorded when a liability is incurred, as under accrual accounting. However, debt service expenditures are recorded
only when payment is due. '



GLENDALE REDEVELOPMENT AGENCY

Notes to Basic Financial Statements, continue

In applying the susceptible to accrual concept to intergovernmental revenues, the legal and contractual requirements
of the numerous individual programs are used as guidance. Therc are. however, essentially two types of these
revenues. In one, monies must be expended on the specific purpose or project before any amounts will be paid to
the Agency; therefore, revenues are recognized based upon the expenditures recorded and the availability criteria.
In the other, monies are virtually unrestricted as to purpose of expenditure, and are usually revocable only for
failure to comply with prescribed requirements. These resources are reflected as revenues at the time of receipt, or
earlier if the susceptible to accrual criteria are met.

Charpes for services and miscellaneous revenues are generally recorded as revenue when received in cash, because
they are gencrally not measurable until actually received. In the category of use of money and property, property
rentals are recorded as revemue when received in cash, but investment earnings are recorded as earned, since they
are measurable and available.

Property taxes are recopnized as a receivable at the vume an enforceable legal claim is established. This is
determined to oceur when the budget is certified. The current tax receivable represents the 2003-04 property tax
levy that was based on the assessed value of secured and unsecured property as of the lien date of January 1, 2003,

" Property taxes are levied on July 1. Unsecured taxes are delinguent if not paid by August 31. Secured taxes are
payable in two installments that are deem delinquent after December 10 and April 10. The County Treasurer/Tax
Collector bills and collects property taxes for the Agency and the County Auditor-Coniroller then allocates these
taxes to the Agency. Property taxes are considered available if received within 60 days of year-end.

Governmental fund types are those funds through which most governmental functions typically are financed.
Govemmental fund reporting focuses on the sources, uses, and balances of curtent financial resources. Expendable
assets are assigned to the various governmental funds according to the purposes for which they may or must be
used; current liabilities are assigned to the fund from which they are paid; and the difference between governmental
fund assets and liabilities, the fund equity, is referred to as "fund balance." The measurement focus is upon
determination of changes in financial position, rather than upon net income determination. The following comprise
the Agency major governmental funds:

The govemment-wide financial statements are reported using the accrual basis of accounting. Revenues are recorded
when gamed and expenses are recorded when a liability is incurred, regardless of the timing of related cash flows.
Property taxes are recognized as revemues in the year for which they are levied. Grants and similar itemns are
recognized as revenue as soon ag all eligibility requirements imposed by the provider have been met.

Governmental fund financial statements are reported using the modified acerual basis of accounting. Revenues are
recognized as soon as they are both measurable and available. Revenues are considered to be available when they are
collectible within the current periad or soon enough thereafier to pay liabilities of the current peried. The Agency
considers property taxes available if they are collected within 60 days after year-end, The Agency uses a 60 day
availability period for revenue recognition for all other governmental fund revenues. Those revenues susceptible to
accrual are property taxes, interest revenue and revenue from other sources. Expenditures generally are recorded when
a liability is incurred, as under accrual accounting. However, debt service expenditures are recorded only when
pavment is due.

As a general rule the effect of interfund activity has been eliminated from the government-wide financial statements.
Amonnts reported as program revenues include 1) charges to customers or applicants for goods, services, or privileges

provided, 2) operating grants and contributions, and 2) capital grants and contributions. Internally dedicated resources
are reported ds general revenues rather than as program revenues. Likewise, general revenues include all taxes.



GLENDALE REDEVELOPMENT AGENCY

Wotes o Basic Financial Statements, continue

Net assets are reported as restricted when constraints placed on net assets use are either externally imposed by creditors
(such as through debt covenants), grantors, contributors, or laws or regulations of other govermnmients or imposed by law
through enabling legislation.

D. Assets, Liabilities, and Net Assets or Yguity

Cash and Invested Cash

The Agency pools 1ts cash with the City, Cash and invested cash consist of U.S. Government backed sccurities,
commercial paper, and investment in the State of California Local Agency Investment Fund, Invested cash is stated at
the fair value. An increase (decrease) in the fair value of investmernts is recognized as an increase (decrease) to
Investment Earnings. The City normally holds the investment to term; therefore no realized gain/loss is recorded.

Interast income revenue from the investment of pooled cash is allocated to all funds. Accordingly, the Agency receives
its portion of interest income,

Interfund Trapsactions

Transactions among the Agency funds that would be treated as revenues and expenditures if they imvolved
organizations external t0 Agency povernment are accounted for as revenues and expenditures in the funds involved.

Due from Other Agency

The Agency records property taxes earned but not received from the County of Los Angeles. The California
Community Redevelopment Law of California provides that, pursuani to the adoption of a redevelopment plan, the
Agency is entitled to 100% of all funure incremental property tax revenues attributable to increases in the property tax
base within the Central Redevelopment Project Area and a proportional amount based on tax-sharing agreements in the
San Fernando Corridor Project Area.

Loans Receivable

Loans receivable represent agency loans to developers. As of June 30, 2004, the Agency’s outstanding loans totaled
$5,982,647 which consists of $5,173,570 from Hilton for the Glendale parking structure and land, and $809,077 from
128 North Maryland Partnership for further redevelopment of The Fxchange.

Capital Assets

The accounting and reporting treatment applied to the capital assets associated with a fund are determined by its
measurement focus, General capital assets are long-lived assets of the Agency as a whole, Capital assets are defined by
the government as assets with an initial individual cost of more than $5,000. The valuation basis for capital assets is
historical cost or, in the case of gifts or contributions, the appraised value at time of receipt by the Agency or fair
market value if no appraisal is performed.

Depreciation of capital assets is computed and recorded using the straight-line method. Estimated useful lives of the
various classes of depreciable capital assets are forty years for buildings and improvements and four years for
machinery and equipment,

Real Property Held for Resale

Land and buildings acquired for future sale to developers have been capitalized and are shown as real property held for
resale in the accompanying combined financial statements. Real property held for resale is carried at the lower of cost
or appraised value,
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GLENDALE REDEVELOPMENT AGENCY

Notes to Basic Financial Statements, continue

Due to other agency

Due to other agency consists of amounts owed as a result of wax increment pass through arrangements with the Glendale
Unified School District,

Compensated absences

Compensated absences consist of amounts owed 1o employees for unpaid vacation and sick leave liabilities.

Due to City of Glendale

Dwue to City of Glendale represents amounts owed to the City as a result of expenditures incurred by the City on behalf
of the Agency for improvements made by the City in the redevelopment project areas. These agreements are to be paid
when funds are available. All of the agreements accrue interest at the average annual City investment portfolio rate.

Encumbrances

Appropriations in the governmental funds are charged for encumbrances when commitments are made. Fund
balances are reserved for outstanding encurnbrances, which serve as authorizations for expenditures in the
subsequent year,

Fund Equity

Reservations of fund balance tepresent amounts that are not approprialed or are legally segregated for a specific
purpose. Restrictions of net assets are limited to outside third-party restrictions. Designations of fund balance
represent tentative management plans that are subject to change.

Net Assets

Net assets 15 the diffcrence between assets and liabilities. Net assets invested in capital assets, net of related debt are
capital assets, less accummiated depreciation and any outstanding debt related to the acquisition, construction or
improvement of those assets. Nel assets are reported as restricted when there are legal limitations imposed on their use
by Agency legislation or external restrictions by other governtents, creditors or grantors,

F. Fund Balance Defjcit

Central Project Fund reflected a fund balance deficit of $6,516,248, as a result of generally accepted accounting
principles which required the Agency to record the fong-term loans due to the City. Anticipated future tax increments
should alleviate these conflicts.

IL. Compliance and Accountability

Budgetary control is an essential element in governmental accounting and reporting. The Agency's budget is prepared on a
project basis. Therefore, no budget versus actual statements have been included in the accompanying basic financial
staternents as the completion of these projects may take more than one year. As part of its budgetary control, the Agency
utilizes the encumbrance accounting method. Under this method, commitments such as purchase orders and uncompleted
project expenditures are recorded as reservations of fund balance captioned “Fund Balances Reserved: Encumbrances”™. As
of June 30, 2004, the Agency had $6,054,190 in outstanding encumbrances.
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GLENDALE REDEVELOPMENT AGENCY

Motes to Basic Financial Statements, cotitinue

L. Cash and Invested Cash

The Agency's cash and invested cash is pooled with the City's cash and invested cash. Income from the investment of
pooled cash is allocated to Agency funds on a monthly basis, based upon the month-end cash balance of the fund as a
percent of the month-end total pooled cash balance. Individual investments cannot be identified with any single fund
because the City may be required to liquidate its investments at any time to cover large cash outlays required in excess
of normal operating needs. Cash and invested cash consist of U.8. Government backed securities and investment in State of
California Local Agency Investment Fund as well as bankers' acceptances. The City values all of its cash and invested cash
at fair value on a porifolio basis. The City manages its pooled idle cash and investments under a formal investment
policy that is reviewed by the Investment Commirttee and adopted apnually by the City Council and that follow the
guidelines of the State of California Government Code.

Invested cash is stated at fair value. The increase (decrease) in the fair value of investnents is recognized as an increase
(decrease) to Interest Income Revenue. The City normally holds investments to term; therefore no realized gain/loss is

recorded.

The carrving amount of the City's cash and mvested cash at June 30, 2004, and reconciliation to amounts shown on the
Statement of Net Assets are as follows:

Cash and Investments:

Historical cost of net investments $ 583,453,409

Net decrease in fair value (6,231,168)
Suby-total 577,222,24]
Cash on hand 6,494,059
Iraprest cash 37,280
Total 583,753,580

Statement of net assets:

Cash and invested cash 568,566,838
Cash with fiscal agent 15,186,742
Total 5 583,753,580

Of this total, $65,745,072 pertains to the Agency for fiscal year 2004,

At June 30, 2004, the carrying amount of the City’s cash deposits totaled 36,494,059 and the bank balance of the City’s cash
deposits maintained in financial institutions is $ 19,081,116, The cash deposits are held by the City’s agent in the City’s name.
The first $100,000 of cash deposits is insured by the Federal Depository Insurance Corporation and the remainder is
collateralized with securities held by the pledging financial institution, or by its trust department or agent but pot in the City’s
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GLENDALE REDEVELOPMENT AGENCY

Notes to Basic Financial Statements, continue

name. The primary difference between the carrying amount and the bank balance are deposits in transit and outstanding checks.
In accordance with state statues, the city maintains deposits at those depository institutions insured by the Federal Deposit
Insurance Corporation. The California Government Code requires California banks and savings and loan associations to
collateralize the deposits of governmental entities by pledging government securities as collateral. The market value of pledged
securities must equal at least 110% of those deposits, California law also aliows financial instiutions to secure the deposits of
governmental entities by pledging first trust deed mortgage notes having a collateral value of 150% of the city’s total deposits.

The City is authorized by its investment policy, in accordance with Section 53601 of the California Government Code, to invest
in the following instruments:

Securities 1ssued or guaranteed by the Federal Government or its agencies
. Bankers' acceptances, issued by the 20 largest domestic or the 50 largest international banks
- Commercial paper, rated A-1/P-1, secured by an irrevocable line of credit or government securitics

In accordance with GASB Statement 3, the City's investments are categorized, according to the following criteria, W give an
mdication of the level of risk assumed by the City at year-end:

Category 1 includes investrments that are insured or registered or for which the securities are held by the City or 1ts agent in the
City's name.

Category 2 includes uninsured and unregistered investments for which the securities are held by the counterparty’s trust
department or agent in the City's name,

Category 3 includes uninsured and unregistered investments for which the securities are held by the counterparty or by its trust
department or agent but not in the City's name.

The following is a summary of investments as of June 30, 2004:

Caregory Total
1 2 3 Lincategorized Fair Value
City Held lnvestments
$
.5, Government Securities 4719.712,172 479,712,172
Corporate Notes 36,259,244 36,259,244
Federal Agency Discount Notes £,.299.038 6,999,038
Total " 522 970,454 522,970,454
Trustee held imvestments
U.S. Government Securitics 10,277,644 10,277,644
Guaranteed Investment Contract 4,909,098 4,909,098
Tolal - 10,277,644 4,909,098 15,186,742
Investment in pogl
Investment (LALF) 39,065,045 39,065,045
$
Total investments . - 533,248,098 43,974,143 577,222,241

Investments: State statutes authonize the city to invest any available funds in securities issued or guaranteed by the United
States Treasury or agencies of the United States, bank certificates of deposit, bankers acceptances, negotiable certificates of
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deposit, the State Treasurer’s Investment Pool (LAIF), repurchase agreements, commercial paper and bonds, and registered
warrants or treasury notes of the State of California and 118 local agencies. An advisory board has been established to
monitor LAIF's compliance with regulations and investment alternatives established by the State,

The city participates in a voluntary external investment pool, LAIF, which is managed by the State Treasurer. LAIF has
oversight provided by the Local Agency Investment Advisory Board. The Board consists of five members as designated by
State statute. The Chairman of the Board is the State Treasurer or his designated representative. The fair value of the city’s
shares in the pool approximates the fair value of the position in the pool.

At June 30, 2004 the city’s pooled investments in LAIF in the amount of $39,065,045 are not subject to custodial credit risk
categorization. The total estimated fair value invested by all public agencies in LAIF is $37,637,500,817. Of that amount,
100% is mvested in nonderivative financial products and no derivative financial products.

Cash with fiscal agent: Trastees or an escrow agent holds all cash with fiscal agenmts of the Agency. The California
Govermnment Code provides that these funds, in the absence of specific governing provisions to the contrary, may be
invested in accordance with the resolutions or indentures that specify the allowable investment of bond proceeds and funds
earmarked for bond repayment,

IV. Changes in Capital Assets

Balance at Balance at
July 1, 2003 Additions Retinerments June 30, 2004
Governmental activities — Housing,
health and community development:
Land $ 1,918,312 - - 1.918,312
Buildings and improvements 8,512,111 - - g512.111
Machinery & equipment 736,425 - (134.176) 602,249
Infrastructure ‘ - 127,842 - 127,842
Construction In Progress - 2,031,928 (10,755) 2,021,173
Totals at historical cost 11,166,848 2,159,770 (144.931) 13,181,687
Less accunulated depreciation for:
Buildings and improvements 1,671,580 220,093 - 1,891,673
Machinery & equipment 761,240 - (158,991) 602,249
Total accunulated depreciation 2,432,820 220,093 {158,991) 2,493,922
Governmental activities capital assets, net & 8,734,028 1,939.677 14,060 10,687,765

Depreciation expense of $61,102 has been allocated to the Housing, health and community development function within the
Statement of Activities.

V. Resl Property Held for Resale

The following is a list of real property held for resale at June 30, 2004:

Acquisition Carrying
Purpose Date Location Value
Retail expansion Mar 1970 239 8. Orange Street $ 184,000
Jan 1979 225 West Colorado 300,000
Jul 1981 237 8. Brand 262,785
Sep 1981 233 S. Brand 292,600
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Acquisition Carrying

Purpose Date Location Value
May 1983 216 §. Central 700,000
QOct 1983 217-219 W. Colorado 853,058
Qct 1984 228-230 8, Central 916,609
Feb 1987 225 8. Orange 284,000
Aug 1987 143-147 5. Brand 1,712,000
Sep 1987 218-220 W. Harvard 318,324
Qct 1987 209-215 S, Brand 900,000
Oct 1990 201-207-209 W. Colorado 1,000,000
Qct 1990 220-222 8. Ceniral 700,000
Oct 1990 210-212 §. Central 700,060
Feb 1992 221 8. Orange St. 440,000
Feb 1992 224 5. Central 700,000
Mar 1995 139 5. Brand 488,006
Jul 1995 229 §. Orange 440,000
Dec 2000 226 5. Brand 554,870
Mar 2001 217 S. Brand 450,000
Oct 2002 201-205 Harvard 979,367
Nov 2002 225 5. Brand 2,680,883
Nov 2002 206-8 W, Harvard/213 S. Orange 2,703,154
Nov 2002 232 8. Central 1,105,063
May 2003 133-371/2 S. Orange 562,909
June 2004 126-30 S. Central #,073,135
June 2004 126 5. Central 3,762,340
June 2004 200 8, Central 1,682,900
June 2004 200 W. Harvard 1,076,400
June 2004 217 8. Orange 825180
June 2004 136 §. Orange 646,705
June 2004 205-207 8, Brand 2,630,290
June 2004 129-33 12 S, Brand 1,739,365
June 2004 219 8§ Brand 457,255
June 2004 221 S. Brand 5,019,886
46,141,174
North Central Jun 1987 211 Burchett 1,000,000
Dec 1987 820 N. Central 825,000
Sep 1987 217-219 Burchett 411,507
Jun 1987 221 Burchett 975,000
3,211,507

Housing Projects May 2001 401-411Pacific Ave and

501-503 2 W. Vine 702,589
Oct 2002 816 8. Maryland 380,000
Jan 2003 810-812 8. Maryland 636,193
May 2003 900-910 E. Palmer 189,054
1,907,836
Other Aug 1982 111 E. Wilson 351,649
Mar 1986 225 W, Wilson 1,012,914
Mar 2001 225 E. Broadway 3,605,015
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Acquisition Carrying
Purpose Date lLocation Value
June 2004 216-218 S. Brand 2,884,912
7,854,490
Total $ 59.115,007

V1. Qutstanding Indebtedness and Changes in Long-Term Debt

A summary of outstanding bonds pavable at June 30, 2004 is as follows:

Amount Due
Quistanding at outstanding at  within one
June 30, 2003 Additions  Retirements  June 30, 2004 year
1993 Tax Allocation Bond $ 59,315,000 - 59315000 -
2002 Tax Allocation Bond 48,015,000 . 1,810,000 46,205,000 1,865,000
2003 Tax Alloction Bond 58,880,000 58,880,000 2,000,000
2002 Bond premium 1,953,945 105,619 1,848,326 105,619
2003 Bond premiuvim - 2,614,516 96,834 2,517,682 145,251
Deferred amount on
refunding 1993 Tax
Allocation Bond (3,402,270} (133,422) (3,268,848)  (200,134)
Total bonds payable 109,283,945 58,092,246 61,194,031 106,182,160  3.915,736

The Agency's outstanding bonds payable carry certain provisions unique to each issue and are summarized as follows:

2003 Tax Allocation Refunding Bonds

The bonds issued in 1993 were fully paid in December 31, 2003 by refinding with 2003 Tax Allocation Bond.

The Agency issued $58,880,000 in 2003 tax allocation refunding bonds with an average rate of 4.18% to pay the
Agency'’s outstanding Central Glendale Redevelopment Project 1993 Tax Allocation Bonds (the “Prior Bonds') with an
average interest rate of 5.5%, and to pay the cost of issuance of the 2003 Bonds. The 2003 Bonds mature in regularly
increasing principal amounts ranging from $2,000,000 to $4,520,000 from 2004 to 2021, The bond indebtedness is
secured by a pledge of 80% of all incrememtal property taxes allocated to and received by the Agency for the Central
Project Area on a parity with the Agency’s previously issued 2002 Tax Allocation Bonds. The bonds maturing on or
before December 1, 2013, are not subject to redemption prior to their respective maturities. The bonds maluring on or
after December 1, 2014 are subject to redemption prior o maturity at the option of the Agency and by lot within a
maturity, from any source of available funds at a redemption price equal to the principal amount of bonds to be
redeemed, together with accrued interest thereon to the date fixed for redemption, without premium, Per the trust
indenture, the trustee shall invest the bond proceeds in government securities.

The current refunding of the 1993 Tax Allocation Bonds resulted in a difference between the reacquisition price and the
net carrying amount of the old debt of $3,402,270. This difference, reported in the accompanying financial statements
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as a deduction from bonds payable, is being charged to governmental activities through the year 2021 using the
effective interest method. The Agency completed the current refunding 1o reduce its total debt service payments by
approximately $4,315,867 and obtain an economic gain (difference between the present values of the old and new debt
service payments) of approximately $5,541,494,

2002 Tax Allocation Bonds

The Agency issued $48,015,000 in tax allocation bonds with an average rate of 4.5% to fund economic development
activities of the Agency primarily relating to the Town Center development, to fund a reserve account for the Bonds, and to
pay the expense of the Agency in comnection with the issuance of the Bonds, The 2002 Bonds mature in regularly
increasing principal amounts ranging from $1,810,0600 to $3,655,000 from 2004 to 2022. The bond indebtedness 1s secured
by a pledge of 80% of all incremental property taxes, on parity with Agency’s outstanding 1993 Tax Allocation Bonds,
allocated to and received by the Agency for the Central Project Area. The bonds maturing on or before December 1, 2012,
are not subject to redemption prior to their respective maturities. The bonds maturing on or afier December 1, 2013, are
subject to redemption at the option of the Agency on any interest payment daie at a price ranging from 101% to 100% of the
principal value. The City Treasurer shall invest the bond proceeds in government securities,

The annual requirements (including payments to sinking fund) to amortize all bonded indebtedness outstanding as of June
30, 2004:

Fiscal Year Interest Principal
2005 % 4,510,878 3,865,000

2006 4,366,228 - 4,235,000

2007 4,188,978 4,415,000

2008 4,004,003 4,590,000

2009 3,808,478 4,780,000
2010-2014 15,817,125 27,055,000
2015-2019 9,430,549 32,715,000
2020-2022 1,728,963 23,430,000
h) 47,855,199 105,085,000

The Agency has complied with all bond covenants on outstanding debt issues.

Current Year Defeasance of Debt

Cn October 2, 2003, the City issued $58,880,000 of Tax Allocation Refunding Bonds. Original issue premium totaled
$2,614,515, while issuance costs totaled $2,119,724.  The proceeds from the sale of the Bonds pius an additional
amount of $6,966,542 of cash on hand, were used to purchase U.8 Government Securities to refund all ($59,315,000)
of the 1993 Tax Allocation Bonds. These U.8 Government Securitiecs were deposited in an irrevocable trust with an
escrow agent to provide for the redemption of the 1993 Tax Allocation Bonds on December 1, 2003, Ag a result, at
June 30, 2004, the 1993 Bonds are considered defeased and the liability has been removed from the governmental
activities column of the statement of net assets.

Due To The City of Gle

The Agency and the City have entered into various agreements, which provide for the reimbursement to the City from the
Agency for expenditures incurred by the City on behalf of the Agency. The expenditures incurred by the City represent
improvements made by the City to the Agency's redevelopment projects. These agreements are 10 be paid when funds are
available. All of the agreements accrue interest at the average annual City investment portfolio rate.

27



GLENDALE REDEVELOPMENT AGENCY

Notes to Basic Financial Statements, continue

The following table is a summary of changes in the amounts due to the City under these agreements:

Balance at Balance at
Date of 6/30/03 Additions 6/30/04
Project Agreement  Principal Interest Total Principal Interest Reductions Principal Interest Toial
Central
Project
South Brand
Improvement May 1977 % - 2,236,076 2,236,076 - 83,836 - 2319912 2319912
Cilenoaks
Improvement Qct 1977 639,667 2,676,452 3,336,119 - 125,080 - 659,667 2,801,532 3.461,199
Parking lots
transferred to
the Agency Apr 1983 3,061,550 10227611 13,289,16] - 498,246 - 3,061,550 10,725,857 13,787,407
North Brand
Improvement Apr 1983 79,809 3,501,028 3,580,837 “ 134,255 - 79,809 3,635,283 3,715,082
Verdugo Utility ,
Improvement Dec 1985 3,314,492 4,814,655 8,129,147 - 304,783 - 3314492 5119438 8433930
Block 24
Parking,
Structure Oct 1985 6947217 11,890,247 18,837,464 - 706,266 . 6947217 12,596,513 19,543,730
Broadway
Improvement Dec 1985 2,549,097 2103615 4,652,712 - 174,443 - 2.549.047 2278058 4.827,155
Central Avenue
Improvement  Jun 1988 2,042,524 V77,879 3,813,403 142,975 (1.000,000) 1,042,524 1,913,834 2956378
Central
Widening Jun 1989 - - - - - - - - -
Sub-total 18,654,356 39,220 363 57874919 - 2,169,884 (1,000,000 17,654,356 41,390,447 59044 802
San Fernando
Project
San Fermando
Project~
Advance Dec 1996 1,569,440 962,944 2,532,384 (103,834) 94,940 - 1,465,606 1,057884 2,523,490
New Business
incentive Dec 1996 15,500 8,727 24237 - 908 . 15,500 9,635 25,135
Dreamworks Dec 1996 176,906 75,839 252,745 - 2476 - 176,906 85315 262,221
San Femnando
Master Plan Dec 1996 452,931 182,011 639,042 103,834 23,992 . 556,765 211,008 767,768
Facade Program Dec 1996 37,185 7.432 44,617 - 1,673 - 37,185 9,105 46,290
Water
Treatment
Facilities Jul 1997 1,600,000 420,195 2,020,195 - 75,738 - 1,600,000 495933 2,095,933
Grand Ceniral
Business MNov 1997 50,000 11,376 61,376 - 2,301 - 50,000 13,677 63,677
Recycling
Center Jut 1996 1,000,000 252,894 1,252,894 - 46,972 - 1,000,000 299866 1,299.866
Subtotal 4,901,962 1,926,418 6,828,380 - 256,000 - 4,901,962 2182418 7,084,380
Grand Total 523,556,318 41,146981 64,703 299 . 2,425 884  (1,000,000) 22,556,318 43,572,865 66,129,183
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VIII. Retirement Plan

Full-time employees of the Agency participate with other City employees in the Public Employees Retirement System
(PERS}) of the State of California, which is an agent multiple-employer public employee retivement system, During this
fiscal year, the Agency (as part of the City) contributed $ 0 to PERS, as the City’s retirement is fully funded. The Agency’s
contributions represent a pro rata share of the City’s Contribution, including the employees™ contribution which is paid by
the Agency, which is based on PERS’s actuarial determination on June 30, 2002. PERS does not provide data to
participating organizations in such a manner so as to facilitate separate disclosure for the Agency’s share of the actuarial
computed pension benefit obligation and the plan’s net assets available for benefits. Approximately 0.9% of full-time City
workers are employed by the Agency.

Plan Description

The City contributes to the California Public Employees' Retirement System (CalPERS), an agent multiple~employer public
employee retirement system that acts as a common investment and admunistrative agent for participating public entities
within the state of California.

All full-time employees are eligible to participate in CalPERS, and related benefits vest after five years of service. Upon
five years of service, public safety employees who retire at age 50 and general employees who retire at age 55 are entitled 1o
receive an armual retirement benefit, The benefit is payable monthly for life, in an amount equal to 3% or 2%, respectivety,
of the employee's average salary during the last year of employment for each year of credited service. The system also
provides death and disability benefits, CalPERS issucs a publicly available financial report that includes financial
statements and required supplemental information of participating public entities within the state of California, Copies of
the CalPERS’ annual financial report may be obtained from the CalPERS Executive Office ~ 400 P Street, Sacramento, CA
95814.

Funding Policy

CalPERS is a contributory plan deriving finds from employee contributions as well as from employer contributions and
earnings from investments. According to the plan, City employees are required to contribute 7% of annual salary for
general members and 9% of annual salary for public safety members. The City is also required o contribute at an
actuarially determined rate; the current public safety rate and the current general employee rates are 5.812% and 0%
respectively of anpual covered payroll, as the City's retirement is fully funded. The contribution requirements of plan
members are e¢stablished by State statute and the employer coptribution rate is established and may be amended by
CalPERS. The City’s rate for safety members that CALPERS charges have dramatically increased in fiscal year 2004-05
from 5.812% to 24,99%, the rate for general employees remained at zero percent.

Annual Pension Cost

Contributions to CalPERS totaling $11,054,452 were made during the fiscal vear ended June 30, 2004 in accordance with
actuarially determined contribution requirements through an actuarial valuation performed at June 30, 2002, The actuarial
assumptions included (a) a rate of return on the investment of present and future assets of 8.25% a year compounded
annually (net of administrative expenses), (b) projected salary increases that vary by duration of service ranging from 4.27%
0 11.59%, (¢) no additional projected salary mcreases attributable to seniority/merit and (d) no post retirement benefit
increases, The actvanal value of the City’s assets was determined using techniques that smooth the effects of short-term
volatility in the market value of investments over a three year period depending on the size of investment gains and/or
losses. CalPERS uses the entry-age-normal-actuarial-cost method, which is a projected-benefit-cost method. That is, it takes
into account those benefits that are expected to be earned in the future as well as those already accrued. According 1o this
cost method, the normal cost for an employee is the level amount which would fund the projected benefit if it were paid
annually from date of employment until retirement. In addition, the employer's total normal cost is expressed as a level
percentage of payroll. CalPERS also uses the level-percentage-of-payroll method to amortize any unfunded actuarial
liabiliies.  Initial unfunded liabilities are amortized over a closed period that depends on the plan’s date of eniry into
CalPERS. Subseguent plan amendments are amortized as a level % of pay over a closed 20 year period. Gains and losses
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that oceur in the operation of the plan are amortized over a rolling period, which results in an amortization of 10% of
unamortized gains and losses each year. If the plan’s acorued liability exceeds the actuarial value of plan assets, then the
amortization payment on the total unfunded liability may not be lower than the payment calculated over a 30 year
amortization.

Three year Trend Information

Fiscal year Percentage of APC
ending Annual Pension Cost (APC) Contnibuted Net Pension Obligation
6/30/02 $8,291,590 100% 0
6/30/03 $9.457,653 100% 0
6/30/04 $11,054,452 100% 0

REQUIRED SUPPLEMENTARY INFORMATION - Schedule of Funding Progress

{Unfunded
AALY
Overfunded
Actuanal AAL
Actuarial Actuarial Accrued (Unfimded as a Percentage
Valuation Date Value of Assets Liability <AAL> AAL)/Over- Funded  Covered of Covered
- Entry Age fimded AAL  Ratio Payroll Payroll
<g> <y <a-h> <a/b> < <(a-b)yo>
06/30/2000  § 794,954 969 639,884,600 155,070,369 124.2% 95,697,086 162.0%
06/30/2001 § 815,521,178 687,539,962 127,981,216 118.6% 101,369,092 126.3%
06/30/2002 $ 766,978 940 732,667,128 34311,812 104.7% 109,853,251 31.2%

IX. Risk Management

The Agency contracts with the City for unemployment and workers' compensation msurance. Fer purposes of general
liability, the Agency is self-insured,

The City is exposed to various risks of loss related to torts, theft of, damage to and destruction of assets, errors and
orndgsions, injuries to employees, and natural disasters. The City retains risks for the following rypes of liabilities; workers’
compensation insurance, unemployment insurance, post employment benefits, general auto, dental, medical and vision as
well as public liability through separate Internal Service Funds. In addition, the City purchased several commercial
insurance policies for errors and omissions of its officers and employees, destruction of assets and natural disasters.

Operating funds are charged a premium and the Internal Service Funds recognize the corresponding revenue.  Claims
expenses are recorded in the Intemnal Service Funds. Premiums are evaluated periodically and increases are charged to the
operating funds to reflect recent trends in actual claims experience and to provide sufficient reserve for catastrophic losses.

Claims payable liability has been established in these funds based on estimates of incurred but not reported and litigated
c¢laims. Manapement believes that provisions for claims at June 30, 2004 are adequate to cover the cost of claims incurred
w0 date. However, such liabilities are, by necessity, based upon estimates and there can be no assurance that the ultimate
cost will not exceed such estimates,
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A reconciliation of the changes in the agpregate liabilities for claims for the current fiscal year and ten prior fiscal years are
as follows:

Beginning Claims and Clamn Ending
Fiscal Year Balance Changes Payments Balance
199495 b 12,165,000 10,039,000 9,724,000 12,480,000
1995-96 12,480,000 8,163,000 9,264,000 11,379,600
1996-97 11,379,000 14,856,000 10,861,000 15,374,000
1997-98 15,374,000 10,375,000 9,026,000 16,723,000
1998-99 16,723,000 10,555,000 9,541,000 17,737,000
1999-00 17,737,000 12,451,000 11,119,000 19,069,000
2000-01 19,069,000 18,781,000 13,794,000 24,056,000
2001-02 24,056,000 16,597,000 18,595,000 22,058,000
2002-03 22,058,000 23,514,000 15,359,000 30,213,000
2003-04 $ 30,213,000 27,121,143 19,802,812 37,531,331

X. Commitments and Contingencies

The Agency is involved in litigation in the notmal course of business. In the opinion of management, based on consultation
with the City Attorney, these cases, in the aggregate, are not expected to result in a material adverse financial itmpact to the
Agency. Additionally, Agency management believes that sufficient reserves are available to the Agency to cover any
potential losses should an unfavorable outcome materialize.

XI. Lease Agreements

On May 1, 1974, the Agency, as lessor, entered into a non-cancelable master lease agreement to the City to lease the
multi-story parking facility constructed adjacent to the (lendale Galleria 1 Regional shopping center. The term of the
master lease began in June 1976. The master lease base rentals are due semi-annually on August 15 and February 15
over the termos of the lease and it is 10 terminate on the earlier of May t, 2008 or upon payment of all principal and
interest due on the outstanding bond indebtedness attributable to the leased premises, Annual base rentals are to be at a
rate sufficient to meet debt service requirements of the outstanding bond indebtedness on the leased premises. The base
rental is presently $1,629,575 annually,

In 1976, the City entered into a sublease agreement with Glendale Associates, which is subject to the terms of the above
master lease. Annual rent includes a base rent of $255,840 and an additional rent of $672,000, which have been
assigned to the Agency, The Agency has agreed to reimburse the City's annual rents under the master lease agreement
from rents received from Glendale Associates and property tax revenues.

1In December 2002, Glendale Associates sold the Galleria I and Galleria 11 properties to General Growth Properties (the
Operator), the Master Lease and the Sub Lease remain in effect. On May 3, 2003 the outstanding bond indebtedness
was retired, however per the Sub Lease the Operator shall continue to pay the additional rent component ($672,000) for
the next 3 fiscal years or upon the re-assessment of the property taxes paid by the Operator and the other Major Tenants
in Galleria I due to the sale of the Galleria. Once the property taxes bave been re-assessed, the praperty taxes paid will
exceed the adjusted base year property tax and this will eliminate any further payvment of the additional rent payment for
Galleria 1. The base rent will continue for the term of the sub lease, however this amount is offset by the Possessory
Property Tax payments made by the Qperator, the difference between the base rent of $255,840 and the Possessory
Taxes paid is paid to the Agency (this amount is currently $35,000) annuaily. This amount will decrease due (0 the
increase by inflation of the Possessory Tax assessment on the Garage Lease and by 2008, this amount will be equal to
the base rent, therefore no rental income will be due on the Galleria I Garage for the remainder of the Lease period. The
Operator is responsible for paying the Possessory Property Tax on the Garage Lease until the end of the lease agreement
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Projects

The following is a list of projects in progress as of June 30, 2004:

Cumulative Expenditures  Completed Cumulative
expenditures during years projectsireclass expenditures

through ended during year through
Description 6/30/2003 6/30/2004  ended 6/30/2004  6/30/2004
Cieneral Fund
Central Project:
Block 24/25 Rehab b3 7,630,755 22,917 - 7,673,672
Retail Expansion 4,562,525 3,324,368 (7,886,893) -
Retail Infill Strategy 552,544 - - 552,544
Facade Program 20,000 - (20,000) -
%00 N. Central 659,933 1,808,695 - 2,468,628
Brand Streetscape 24,227 5,733 " 29,960
Greater Downtown 8. Plan Imp 1,065,900 (2,178) (1,063,722) -
Glendale City Center {Square) 318,704 13,730 - 332,434
Biock 13/14 28,518 183 - 28,701
DP5S Site 127,481 13,392 - 140,873
Block 29/30 - 6,586,314 1,766,609 - 8,352,923
Central Area 781,627 - - 781,627
Alex Theatre Project 1,656,861 533,961 - 2,190,822
Retail /Theatre Parking 6,394,967 16,636 - 6,411,598
Orange Street Garage Debt Serv 300,000 2,000,000 (2,300,000) -
Downtown Green Space 313,002 17,200 - 330,202
Downtown Stscape-Maryland 90,382 4,357 (94,739) -
Downtown Stscape-Orange St 33,103 - (33,103) -
Town Center 2001 1,623,566 12,861,885 - 14,485451
St closure/Auto dealership exp 8,667 - {8,667 -
Dovwniown Housing 6,684 8,062 - 14,746
CA Central office Project 6,952 - - 6,952
Alex Theatre 1,135,150 51 - 1,135,201
Retail Expansion 2,203,032 - (2,203,032) -
Brand Streetscape 1,649,678 - - 1,649,678
Downtown Development Standards 63,674 14,404 - 78,078
Citywide Public Signage Program 40,348 - - 40,348
Central Glendale Area Fagade 1,407 77,389 - 78,791
Chess Park 5,144 434 551 - 439 695
5 3791135 22,921,945 (13,610,156) 47,222,924
San Fernando Project:
Dream Works 176,906 - - 176,906
San Fernando Master Plan 452,931 103,834 - 556,765
Fagade Program 781 . (781) -
San Fernando Streztscape 551,749 67.324 . 619,073
San Femando Rehabilitation 17 208,490 - 208,507
GC3 Project - 6,419 - 6,419
KABC 7 2,678 84 - 2,762
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Cumulative Expenditures Completed Cumulative
expenditures during years projectsireclass expenditures

through ended during year through
Description 6/30/2003 6/30/2004  ended 6/30/2004  6/30/2004
KARC 7 2,678 34 - 2,762
Lake Ave Neigh Bus Dist Plan 5,753 192 - 3,945
San Fernando Rd. Facade Grant 350 91,716 - 92,066
1,191,165 478,059 (781) 1,668,443
Total General Fund $ 39,102,300 23,400,004 (13,610,937 48,891,367
Special Revenue Fund , T
Ownership Housing Rehab . 309,539 (232,160) 77,379
First Time Home Buyer Program - 115,126 (115,126) -
New Construction of Owner Housing - 448,208 - 448,208
Rental Assistance - §7,000 - 87,000
Renter Acq./Rehab & New Constr - 734,714 (19,755) 714,959
ERAF - 9,154 (1,815) 7,339
Transitional Housing - Homeless - 32,739 - 32,739
Emergency Shelter for Homeless - 49,883 - 49,883
Vine Project 257,383 - (237,383) -
Total Special Revenue Fund $ 257,383 1,786,363 (626,239) 1,417,507

Not covered by Independent Auditors' Report
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GLENDALE REDEVELOPMENT AGENCY
COMPUTATION OF LOW-MODERATE INCOME HOUSING EXCESS/SURPLUS FLUNDS
YEAR ENDED JUNE 30,2004

FLUMND BALANCE - BEGINNING OF YEAR 5 15,873,538
Adjustments -
|ess unavailable funds - included in beginning fund balance:

Land held for resale (1,907,836}

Rehabilitation loans
ERAF loan receivable -
Set-aside deferrals .

Unspent bond procegds -
Insurance -
Prepaid Items -
Total unavailable funds (1,907.836)
Available Fund Balance - Beginning of Year 13,965,702
Current vear proceeds/uses (actual plus changes in unavailable):
Proceeds 6,033,387
Uses (1.984,093)
Changes in vnavailable amounts -
Awvailable Fund Balance - End of Year 16,014,996
Encumbrances (3,091,702)
Unspent bond proceeds present -
Land sales - HS 33334,12(g)(3)A) -
Avsilable Fund Balance » for Excess Sarplus 12,923,294

Does available fund balance for excess/surplus exceed $1,000,6007 1f
30, enter avajlable fund balance and evaluate that amount against tax
increment, If less, enter zero, 12,923,294

Does available fund balance for excess/surplus exceed the preater of
prior years' set aside deposts or $1,000,0007
Tax increment set-aside amounts;

Fiscal year 1999-00 b 4,047,843
Fiscal year 2000-01 4,061,545
Fiscal year 2001-02 3,941.424
Fiscal year 2002-03 4,441 961
Total set-aside deposited into fund 16,493,783
Greater of the tax increment deposits or $1,000,000 16,493 783

Excess/surplus Funds
Availabie fund balance for excess/surplus less prior four

years' tax inerement set-aside deposits -
Reconvciliation to Ending Fund Balance
Ending GAAF fund balance 17,922,832
Available fund balance - end of year above 16,014,996
Add unavailable funds - end of year:
Land held for resale 1,907,836

Rehabilitation loans -
ERAF loan receivable -
Set-aside deferrals -
Unspent Bond Proceads -

Insurance -

Prepaids

Total umavailable funds . 1,907.836
Computed Ending Fund Balance % 17,922,832

Not covered by Independent Auditors' Report
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Table 1
GLENDALE REDEVELOPMENT AGENCY
General Expenditures by Function - Last Ten Fiscal Years

Frincipal Retirement

Tax
Administration allocation L.ease revenue Total
Fiscal year and capital outlay Projects bonds bonds principal
1994-1995 § 2,100,092 2,936,230 1,245,000 910,000 2,155,000
1995-1996 2,271,737 6,865,141 1,315,000 970,000 2,285,000
1996-1997 2,388,814 7,718,937 1,395,000 1,020,000 2,415,000
1997-1998 2,612,030 6,965,296 1,470,000 1,085,000 2,555,000
1998.-1999 3,045,536 5,630,907 1,555,000 1,155,000 2,710,000
1999-2000 2,556,623 3,405,706 1,655,000 1,220,000 2,875,000
2000-2001 2,766,299 4,831,896 1,755,000 1,295,000 3,050,000
2001-2002 3,938,735 3,310,622 1,845,000 1,370,000 3,215,000
2002-2003 4,035,685 2,612,512 1,935,000 1,465,000 3,400,000
2003.2004 % 5,624,057 12,778,151 61,194,031 (3) e 61,194,028
Note: (1) GASB 34 requires City/Agency debt to be recorded effective fiscal year 2002.

Previously all City/Agency debt is reflected in the notes to financial statements,

(2) Reflects accounting change of recording the property taxes at gross to properly
expense County Administration Fees, ERAF and pass through agreements with
Los Angeles County as well as GUSD,
Also includes one-time bond issuance cost of $1,589,027

(3) The bonds issued in 1993 with a balance of $59,315,000 were fully paid by
December 31, 2003 by refunding with 2003 Tax Allocation Bond.

(4 Includes payments to escrow agent for refunding 1993 Tax Allocation which include
interests due December 1, 2003 in the amount of 1,649,458 and call premium

of $1,145,599,

Source: City of Glendale - Finance Division

Not covered by independent auditors’ report.
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Table 1, cont.

Interest City reimbursements
Tax Lease Total
allocation revenue bonds  Debt to Total general
bonds and notes City interest Lease Other expenditures
4,051,285 638,175 - 4,689.460 1,629,575 1,355,706 14,866,063
3,977,585 582,720 4,560,305 1,629,575 1,695,340 19,307,098
3,898,550 523,605 - 4,422,155 1,629,575 3,229,328 21,803,809
3,813,210 461,460 4,275.370 1,629,575 1,115,000 19,152,271
3,723,385 394,605 - 4,117,990 1,629,575 875,000 18,009,008
3,626,115 323,440 - 3,949,555 1,629,575 2,975,000 17,391,459
3,531,790 248270 - 3,780,060 1,629,575 1,375,000 17,432,830
3,441,790 168,495 3,143,404 06,753,689 (1) 1,628,575 57,809 18,905,430
4,365,934 84,095  2.387,024 6,837,053 1,420,143 6,554,682 24,860,075
6,421,360 (4) 2,425 884 8,847,240 — 8,539,254 (2) 96,982,730
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Table 2

GLENDALE REDEVELOPMENT AGENCY
General Revenues by Source - Last Ten Fiscal Years

Fiscal year
1094-1995
1995-1996
1996-1997
1997-1998
1998-1999
1999-2000
2000-2001
2001-2002
2002-2003
2003-2004

Use of money
and property

Interest and Renta) Charges for
Property taxes investment income intome Services Misceallaneous
12,829,457 1,999,396 2,410,776 48,748 2,355,545
11,710,458 1,983,365 2,402,908 45,828 1,028,784
10,889,292 1,409,602 2,576,569 42,794 2,810,379
11,806,08¢ 2,140,989 2,202,822 42,087 7,946,330
15,152,837 1,802,313 2,816,931 37,624 336,998
18,424,245 1,831,107 2,339,204 39,299 576,206
18,155,759 3122,13) 2,260,970 44,548 889,053
18,004,728 4,364,977 1,094,306 716,729 1,190,220
22,214,805 (4) 5,741,801 585,558 48,950 52,418,639
21,995,982 551,760 809,243 50,092 64,246,385

(1) Includes proceeds from loan for the City.
(2) Includes $5,547,158 of the Hilton Glendale parking structure land note receivable from prior year

to loans receivable
(3) Reflectes accounting change of recording the property taxes at gross to properly expense County Administration Fees,

Pass Through agreements and ERAF,
(4) Includes $50,021,755 of 2002 Tax Allocation Bonds and premiums
(5) Includes $61,494,516 of 2003 Tax Allocation Bonds and premiwms

Mot covered by independent auditors’ report.
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Total

19,643,922

17,171,343
17,728,636
24,138,317
20,146,703
23,210,061
24,472,461
25,370,960
81,009,753

87,633,462



Table 3
GLENDALE REDEVELOPMENT AGENCY
General Revenues and General Expenditures - Last Ten Fiscal Years

Excess of
Revenues
over (under)
Fiscal year Revenues Expenditures Expenditures
1094-1995 19,643,922 14,866,063 4,777,859
1995-1996 17,171,343 19,307,098 (2,135,755)
1996-1997 17,728,636 21,803,809 {4,075,173)
1997-1998 24138317 n 19,052,271 4,986,046
1998-1999 20,146,703 18,009,008 2,137,695
1999-2000 23,210,061 17,391,459 5,818,602
2000-2001 24.,472.461 17,432,830 7,039,631
2001-2002 25,370,960 18,905,430 6,463,530
2002-2003 81,009,753 ) 24,860,075 56,149,678
2003-2004 87.653.462 (3) 06,982,730 (9,329,268)

(1) Includes $5,547,158 of the Hilton Glendale parking structure land note receivable from prior yea
{2) Reflectes accounting change of recording the property taxes at gross to properly expense
County Administration Fees, ERAF and Pass Through agreements and
Los Angeles County as well as GUSD,
Includes $50,021,7535 of 2002 Tax Allecation Bonds and premiums
Also includes one time bond 1ssuance cost of $1,256,605.
(3) Includes 2003 Tax Allocation bonds refunding and premiums.

Source; City of Glendale - Finance Division

Not covered by independent auditors' report.



Table 4

GLENDALE REDEVELOPMENT AGENCY

Incremental Property Tax Levies and Collections - Last Ten Fiscal Years

Incremental
Secured Unsecured Tax

Fiscal year market value  market value Tax levy collection (1)
1973-1974 3 5,212,254 363,280 622,128 609,869
1994-1995 1,300,496,089 89,546,488 13,598,503 12,820,427 (2)
1995-1996 1,180,344948 103,490,665 13,533,136 11,710,458
1996-1997 1,189,849,022 65,445,532 12,429,093 10,889,292
1697-1998 1,169.324,327 82,212,098 13,148,096 11,806,089
1998.1999 1,907,166.466 365,341,604 15,517,353 15,152,837
1999.2000 1,480,680,438 168,129,062 17,599,510 18,424,245
2000-2001 1,625,164,644 179,843,887 18,971,508 18,155,759
2001-2002 1,735,541,927 202,790,455 20,012,444 18,004,728
2002-2003 1,771,846.461 224,316,996 21,931,287 22,214,805
2003-2004 1,949.811,657 216,377,223 23,474,443 21,995,982

(1)  Tax collection on current secured and unsecured Taxes.

(2)  The 1993 State of California Budget Act required all redevelopment agencies

to shift property tax revenue to the county ERAF.

Note: Article XITI-A of the Constitution of the State of California adopted by

the electorate in June 1978 precludes the City from a local property tax levy.,
All property taxes are levied by the county and allocated to other governmental

governmental entities restated to full market value for the purpose
of comparison.

Source: Los Angeles County assessor's office,
Source: Los Angeles County assessor's office.

Not covered by independent auditors' report.
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Table 3

GLENDALE REVELOPMENT AGENCY

Market Vahues of Taxable Properties - Last Ten Fiscal Years

CENTRAL PROJECT
Base year
Fiscal year Market value (1972) Net increment Secured Unsecured Tow
1973-1974 s 30,234,870 24,659,336 5,575,934 5,212,254 363,280 5,575,534
19%4-1993 1,402,366,697 85,369,720 1,316,996,977 1,212,061,658 104,935,319 1,316,996,977
1995-1996 1,377.868,511 85,369,720 1,292,498,791 1,174,577,315 117,921,476 1,292,498,791
1996-1997 1,396,293,191 85,369,720 1,310,923,47] 1,186,414,955 124,508,516  1,31092347)
1997-1998 1,368,150,872 85,369,720 1,282,781,152 1,163,853,453 118927699  1,282,781,152
1998-1999 1,430,429,860 85,369,720 1,345,060,140 1,214,790,228 130,269.912  1,345,060,140
1999-2000 1,504,396,496 85,369,720 1,419,026,776 1,273,474,724 145,552,052 1,419,026,77%
2000-2001 1,615,892,212 $5,369,720 1,530,522,492 1,376,060,787 154,461,705  1,53(,522,492
2001-2002 1,672,263,151 85,369,720 1,586,893,43) 1,416,463,258 170,430,173 1,586,893,43)
2002-2003 1,693,072,018 85,369,720 1,607,702,268 1,421,359,089 186,343,209  1,607,702,298
2003-2004 1,826,687,421 85,369,720 1.741.317,701 1,556,323 092 184,994,609  1,741317.701
SAN FERNANDO PROJECT
1994-1995 803,253,974 730,208,374 73,045,600 88,434,431 (15,388.831) 73,045,600
1995-1996 721,545,196 730,208,374 (8,663,178} 5,767,633 (14,430,311) (8,603,178)
1996-1997 704,579,457 730,208,374 (25,628,917 3,434,067 {29,062,984) (25,628.817)
1997-1998 698,963,647 730,208,374 (31,244,727) 5,470,874 (36,715,601) (31,244,727)
1998-1959 842,078,210 730,208,374 111,869 836 104,611,333 7,258,503 111,869,836
1999-2000 959,991,098 730,208,374 229,782,724 207,205,714 22,577,010 229,782,724
2000-2001 1,004,654,413 730,208,374 274,456,039 249,103,857 25,382,182 274,486,039
2001-2002 1,081,647,325 730,208,374 351,438,951 319,078,669 32,360,282 351,438,951
2002-2003 1,118,669,539 730,208,374 388,401,165 350,487,372 37,973,793 388,461,165
2003-2004 1,153,078,553 730,208,374 422,870,178 391,487,565 31,382,614 422,870,179

Source:  Taxpayer's Guide compiled uader the supervision of the Los Angeles County

Anditor-Controlier’s Office (Tax Division).

Not covered by independent auditors' report.
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Table 6
GLENDALE REDEVELOPMENT AGENCY
Property Tax Rates - All Overlapping Governments - JLast Ten Fiscal Years

Miscellaneous
special

Fiscal year County School distriet  districts Total
1994-1995 1.00 0.00 0.02 1.02
1995-1996 1.00 0.00 0.02 1.02
1996-1997 1.00 0.00 0.02 1.02
1997-1998 1.00 0.04 0.02 1.06
1998-1999 1.00 0.06 (.02 1.08
1999-2000 1.00 0.06 0.02 1.08
2000-2001 1.00 0.06 0.02 1.08
2001-2002 1.00 0.06 0.02 1.08
2002-2003 1.00 0.06 0.02 1.08
2003-2004 1.00 __ 008 0.01 1.09

Note:  Article XIII-A of the Constitution of the State of California adopted by the electorate in June 1978 precludes
allocated to other governmental entities on a predetermined formula. The Jarvis Initiative (Proposition 13)
allows jurisdictions to impose tax rates over the $1 base rate sufficient to amortize voter-approved bonded
debt,

Source: Taxpayet's Guide,

Mot covered by independent suditors' report,
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L’. Vawim“'k, Trme’ Dav & cu., LLP _
VALUE THE DIFFERENCE
Certified Fublic Accountants & Consultants

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

To the Honorable Mayor and

Members of the City Council
(ilendale Redevelopment Agency
Glendale, California

We have audited the financial statements of the governmental activities, and each major fund of the
Glendale Redevelopment Agency, Glendale California (the Agency) as of and for the year cnded June 30,
2004, and have issued our report thereon dated November 10, 2004. 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. r

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
financial statements and not to provide an opinion on the internal control over financial reporting.
However, we noted certain matters involving the internal control over financial reporting and its operation
that we consider to be reportable conditions,  Reporiable conditions involve matters coming to our
attention relating to significant deficiencies in the design or operation of internal controls over financial
reporting that, in our judgment adversely affect the Agency’s ability to record, process, summarize, and
report financial data consistent with the assertions of management in the financial statements. Reportable
conditions are have been communicated to the Agency’s management in a separate letter dated November
10, 2004,

A material weakness is a reportable 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 caused by
error or fraud in amounts that would be material in relation to the 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. OQur consideration of the internal control over financial reporting would not
necessarily disclose all matters in the internal control that might be reportable conditions and accordingly,
would not necessarily disclose all reportable conditions that are also considered to be material
weaknesses. However, we believe that none of the reportable conditions described above is a material
weakness. We also noted other matters invelving internal control over financial reporting that we have
reported to Agency’s management in a separate letter dated November 10, 2004.

8270 Aspen Street  Rancho Cucamonga, CA 81730 Tel: 909.466,4410  Fax: 909.466.4431  www.vtdepa.com
FRESNO » LAGUNA HILLS « PALD ALTO = PLEASANTOMN +« RAMNCHO CUCAMONGA + SAN JOSE



Compliange and Other Matters

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

This report is intended solely for the information and use of the Audit Committee, management of the

Glendale Redevelopment Agency and the Controller of the State of California and is not intended to be
and used by anyone other than these specified parties.

Vowrnile T, Doy & o, 28

Rancho Cucamonga, California
November 10, 2004
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ACTIVITIES BY GLENDALE REDEVELOPMENT AGENCY
(Not Covered by Independent Auditors” Report)

ACCOMPLISHMENTS - FISCAL YEAR 2003-2004

SAN FERNANDO ROAD CORRIDOR REDEVELOPMENT PROJECT AREA

® 9 » » »

Completed design development work for the $an Fernando Landscape project.

Removed 18 Clear Channel billboard signs in the MTA right-of-way.,

Continued zoning text and public outreach for San Fernando Road Zoning project.

Amended San Fernando Redevelopment plan to extend eminent domain for an additional 12 vears,
Preliminary planning for first phase of Disney (GC3) development,

CENTRAL GLENDALE REDEVELOPMENT PROJECT AREA

Completed EIR and entitlements for the Town Center project.

Processed the DDA, design review and entitlement for the Common'Wealth Office project at 200 West
Burchett,

Completed Stage 1 design approval for the Glendale City Center residential luxury condominium
project.

Completed the Chess Park at Brand Passageway (227 N. Brand Boulevard).

Completed tenant improvements at the commercial space at the Orange Street Parking Structure.
Completed lighting upgrades on Maryland Avenue,

CITYWIDE ECONOMIC DEVELOPMENT

Completed the Kenneth Village CIP Improvetment project.

Implemented a CIP improvement program for the Sparr Heights Merchants Association.

Completed the entitlemnent process for the construction of the new BMW and Lexus dealerships which
represent an approximate 30 million dollars of private investment.

Co-sponsored the City’s annual summer street party, Cruise Night and The Alex Theatre’s community
celebration involving 30,000 participants on Brand Boulevard.

Completed selection process for marketing and retail consultants 1o address retail attraction in the
downtewn and development of City wide marketing materials.

Continued staff support to six business districts including Kenneth Village, Sparr Heights, Montrose,
Adams Square, Downtown Merchants, and the South Brand Auto Dealers.



WORK PROGRAM- FISCAL YEAR 2004-2006
(Mot covered by the Independent Auditors’ Report)

SAN FERNANDQO ROAD CORRIDOR REDEVELOPMENT PROJECT AREFA

* & * » 9

Complete adoption and implementation of San Fernando Road Zoning,

Begin construction of first phase of Disney (GC3) project.

Complete formation of Landscape and Lighting Maintenance District.

Complete San Fernando Road Landscape improvements {(Phase 1).

Begin design of the San Fernando Road Landscape project south from Goodwin to Tyburn Street
(Phase IT).

CENTRAL GLENDALE REDEVELOPMENT PROJECT AREA

»

Begin construction of the Town Center project.

Complete design of Town Center/ARC East Brand Connection.

Assist in the construction of the Embassy Suites Hotel,

Complete design enbancements to improve operation of The Exchange parking structure.

Complete the entitlement approvals for the Glendale City Center residential luxury condominium
projects.

Implementation of a reuse option for the DPSS site,

Complete Downtown Zoning/Specific Plan.

CITYWIDE ECONOMIC DEVELOPMENT

€« = a2 »

Assist local businesses, on a city wide basis, with the City’s entitlement and deveclopment process,
Implement a systematic effort for enhancing and expanding retail development in the downtown,

Assist with the entitlement and construction of new auto dealers.

Continue to support the six business districts including Kenneth Village, Sparr Heights, Montrose,
Adams $quare, Downtown Merchants, and the South Brand Auto Dealers.
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ACTIVITIES AFFECTING HOUSING AND DISPLACEMENT
{Not Covered by Independent Auditors’ Report)

ACCOMPLISHMENTS - FISCAL YEAR 2003-2004

The affordable housing programs and projects described below were funded with Redevelopment Tax-Increment
funds set-aside for affordable housing (Redevelopment Set-Aside) and administered by the Housing Authority of
the City of Glendale (Housing Authority).

1)
A)

Home Owner Assistance
Home Qwner Rehabilitation Program

The Home Owner Rehabilitation Loan Program hasg four loan and grant products to assist ¢ligible
property owners with repairs and improvements to their homes. These products include the Single
Family Rehabilitation Grant, Single Family Rehabilitation Loan, Noise Attenuation Grant, and Lead
Based Paint Hazard Reduction Grant.

Single Familv Rehabilitation Senior and Disabled Grant: Grants of up to $10,000 are available for
eligible low-income senior homeowners for the purpose of making health and safety improvements to
their homes, In addition, the Housing Authority offers housing rehabilitation grants to Jow-income
households tiving with disabilities. The grants of up 1o $10,000 are available to eligible households to
make handicap accessibility modifications to single family homes or apartment units. Both grants are
available to eligible households whose income is below 80% of area median income.

Single Family Rehabilitation Loan: Low-interest deferred repayment rehabilitation loans of up to
$25,000 are also available to eligible households whose income is below 80% of area median income.
In addition, in designated target neighborhoods within the City of Glendale, low-interest rehabilitation
loans of up to $25,000 are available to eligible houscholds whose income is below 120% of area
median income.

Noise Attenuation Grants: These grants are available for homeowners near the State Route 134/5an
Fernando Road Access and Safety Improvement Project. The San Fernando Road Access Project
generally entails constructing a freeway off-ramp from State Route 134 directly into the campus of a
large Glendale employer. The purpose of the off-ramp is to alleviate traffic along portions of San
Fernando Road. Residents living in the vicinity of the proposed off-ramp raised concerns about
increasing automobile noise generated by the project. Responding to the residents concerns, the
Housing Authority adopted the original Noise Attenuation Grant (NAG) Program in June 2001 to assist
low and moderate-income households using Redevelopment Set-Aside funds. Grants of up to $10,000
can fund improvements to help reduce noise levels in the target area, such as the installation of dual
paned windows, solid core doors, insulation, HVAC systems, and other measures designed to reduce
exterior noise levels within a dwelling. To assist houscholds that do not qualify under-the moderate-
income levels for the original NAG program, the Housing Authority also approved use of City of
Glendale General Funds and Glendale Water and Power Public Benefit funds for this program in
February 2003.

Lead Based Paint Hazard Reduction Grant: In comjunction with both the Home Owner Rehabilitation
Program and Multifamily Rehabilitation program described Jater in this report, the Housing Authority
also offers a lead-based paint hazard reduction grant. Because much of Glendale’s housing stock was
constructed before 1978 and 75% of all residential properties built befors that date contain lead-based
paint, lead contamination is a potential environmental hazard for a substantial number of residents,
regardless of income group. However, lower-income households have fewer financial resources to
mitigate against this potential threat to their health. The Housing Awthority provides grants of up to
$10,000 to property owners for lead hazard reduction. The grant is in addition to other assistance
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B)

provided by the Housing Authority and is mandatory with alt federal HOME program related activity
and available as an elective for Redevelopment Set-Aside funded projects.

During fiscal year 2003-04, the Housing Authority allocated approximately $412,000 of
Redevelopment Set-Aside, HOME, and City of Glendale General Funds to complete rehabilitation of
36 single-family homes. Five additional projects were started toward the end of the fiscal year and are
expected 1o be complete in FY 2004-05,

First Time Home Buyer Program

The First Time Home Buyer (FTHB) Program provides no-interest mortgage assistance loans of up to
$75,000 to assist eligible first time bomebuyers with the purchase of a home in Glendale. The FTHB
loans are secured by second trust deeds. To encourage long-term ownership of the property, the loan
agreements contain appreciation-sharing provisions that give a larger portion of the appreciation to the
Housing Authority in the first five years of ownership, If the borrowers maintain the property as their
principal residence for 45 years, the entire principal Joan amount is forgiven. Eligible homebuyers have
incomes below 120% of area median income, complete a homebuyer education workshop, and
contribute a down payment of at least five percent of the purchase price.

Like most southern California cities, the price of residential housing in Glendale has been rising
significantly during the program year. For condominiums, the prices increased by approximately 21%
aver the fiscal year, and single-family homes increased by 25%. Despite historically low interest rates,
these price increases have made it difficult for entry-level first time homebuyers to purchase in this
market. In response, significant changes were made 10 the FTHB program during this fiscal year. The
most notable change increased the maximum loan amount to $75,000 for both condominjums and
single-family homes. This is up from $55,000 and is intended to stretch the buying power of first time
buyers even further. Another change to the program allows for individualized maximum purchase
prices based on a household's size, downpayment, and size of home purchased. Other changes
improved the formula by which appreciation sharing was caleulated, initiated a Fannie Mae compatible
first mortgage requirement, and increased flexibility with regard to refinancing and obtaining 3™
mortgages. All of the changes are in compliance with state law governing use of Redevelopment Set-
Aside funds.

To ensure that the community is aware of the FTHB program, staff continues to promote both the
program and homeownership in general to low and moderate-income renters.  Seven seminars meeting
U.5. Department of Housing and Urban Development (HUD) homebuyer education guidelines were
held during the year on “How to Buy Your First Home.” Owver 250 people received their HUD
approved education certificate that assists them to obtain low down payment loans and other loans
offered through special programs by Fannie Mae and the Federal Housing Administration. One of the 7
seminars was offered in Spanish and one was offered in Armenian.

In addition, a Home Ownership Fair was co-sponsored by the City of Glendale and Congressman Adam
Schiff in July 2003 to provide an opportunity for home buyers and existing home owners 1o obtain
information from vendors on resources, mortgage loans, home maintenance and rehabilitation, reverse
morigages, credit issues and predatory lending. Housing professionals also hosted free brcakout
sessions on various tapics. Approximately 300 people attended the annual Fair held in Glendale.

Staff also promoted homeownership and the City’s programs throughout the fiscal year on the City's
website (www.cdh.ciglendale.ca.us). This site provides referrals to interested homeowners on third
party provider homebuyer education classes, financial assistance and counseling programs, and other
resources available to assist them in achieving their homeownership goals. The FTHB program was
promoted throughout the year through the City-published newspaper City Views, Glendale Water and
Power newsletier, several appearances on local television shows, Public Service Announcements on
Glendale TV 6, feature articles in Glendale Mews Press and Daily News publications, a presentation for
local school parent groups, newsletter mailings to homebuyer workshop certificate holders, and
meetings with FTHB Board of the Glendale Association of Realtors. As a result of this outreach, 640
inquiries into the program were made during this program vear.

The FTHE program is currently assisting 3 applicants who are currently working through the loan
approval process for a first mortgage loan. During fiscal year 2003-04, one applicant completed the
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process and purchased a home with a §74,000 FTHB loan. At the time of this report, another 2
apphcants had also purchased homes after the close of FY 2003-04. Staff also assisted existing
borrowers throughout the fiscal year to refinance or repay their loans.

New Construction of Ownership Housing

‘The Housing Authority also promates home ownership through new construction of ownership housing
units. In fiscal year 2003-04, the Housing Authority successfully initiated, continued in construction,
and/or completed development of six new affordable home ownership development projects consisting
of 25 aftfordable units for low and moderate-income first time homebuyers. Six of thesc new
construction ownership units were completed during FY 2003-04 using $195.000 of HOME funds and
$344,000 of Redevelopment Set-Aside funds.

The descriptions below summanze the affordable home ownership projects either completed in FY
2003-04 or currently in some stage of development in Glendale using Redevelopment Set-Aside or
federal HOME funds.

Projects Completed in FY 2003-04

Vine Street Project

In 1994, the Housing Authority purchased a 15,625 square foot vacant lot located at 337 W. Vine
Street. In August 2001, the Housing Authority entered into an agreement with the Olson Company for
development of five detached condominium units, three units for moderate-income first time home
buyer households and two market rate units. The first time homebuyer househalds were selected by
fottery in April 2003, and they moved into their homes in July 2003. The Housing Authority’s
assistance to the project totals approximately $344,000 in Redevelopment Set-Aside funds in the form
of a land write down to the developer and low-interest second mortgage loans to the purchasers of the
affordable housing units.

1830 Gardena

In September 1999, the Housing Authority entered into an Affordable Housing Agreement with the San
(Gabriel Valley Habitat for Humanity to develop three 2-story condomimium units. The low-income
first time homebuyer households were selected in October 2002 and moved into their homes in
September 2003, The City of Glendale Water & Power Division contributed three solar panel
photovoltaic systems to create electricity from the sun, estimated to provide up to 50% of the encrgy
needed in each home, and worth an estimated value of $45,000. The Housing Authority’s assistance to
the project totals approximately $195,000 in HOME funds, which converted to 565,000 silent second
mortgages for the three households.

Frojects in Progress in FY 2003-04

Elk Avenue Project

In March 2002, the Housing Authority entered into an Affordable Housing Agreement with 415 & 417
East Elk Avenue, LLC to develop seven affordable condominium units for moderate-income first time
homebuyers. The Housing Authority committed $832,400 of Redevelopment Set-Aside funds to the
project. The Housing Authority’s assistance to the project will be in the form of an acquisition and
development subsidy of $733,300 and low-interest second mortgage loans rotaling $79.100 o the
moderate-income purchasers of the affordable housing units (approximately 511,300 for each
purchaser), Construction began in March 2004 and is expected to be complete in winter 2005, Staff is
working with the developer 1o design a marketing plan for the affordable housing units.

Vine / Pacific Project

In May 2001, the Housing Authority purchased two contiguous properties located at 401-411 South
Pacific Avenue and 501-503 14 West Vine Street using approximately $700,000 of Redevelopment Sct-
Aside funds. The properties had a long history of code enforcement violations, including criminal
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prosecution by the City Attorney’s Office. With an additional $300.000 in Redevelopment Set-Aside
funds, the Housing Authority relocated the five existing households in compliance with relocation
requirements and recently demolished the units, The Housing Authority approved a Disposition and
Development Agreement with Habitat for Humanity for a 4-unit affordable home ownership project on
the site, and the family selection was completed in early 2004, Construction is underway and expected
to finish in spring 2005,

900 - 910 F. Palmer

In June 2003, the Housing Authority purchased a commercial property at 900 - 910 E. Palmer Avenue
and subsequently relocated two existing commercial businesses operating on the site using a combined
total of $300,000 in Redevelopment Set-Aside funds. An Exclusive Negotiation Agreement was
executed with Habitat for Humanity for development of 3 affordable home ownership units on the site.
A final Disposition and Development Agreement, which outlines an 18.month construction period, will
be presented to the Authority for approval by the end of 2004.

East Garfield Neighborhood Revitalization

The Housing Authority has committed approximately $3.7 million in HOME funds and $1.3 million in
Redevelopment Set-Aside funds for acquisition of property and new construction of affordable
awnership and reptal housing within the East Garfield Neighborhood revitalization area. The East
Garfield Neighborhood area is a four-block area with a number of aute dealer and auto repair related
uses, as well as other small businesses on its periphery and a range of residential properties ranging
from single-family to medium density multifamily residential units, A public middle school is located
on the southern edge of the neighborhood area.

Some of the issues/concerns about this specific neighbothood include crime, deferred property
maintenance, substandard housing, density, vacantundeveloped land, lack of open space, parking
(onsite and offsite), condition of street lighting, sidewalks, streets, and curbs, and traffic
circulation/alley improvements. Revitalization is planned to include a multi-disciplinary approach,
which may involve cede enforcement, rehabilitation of housing units, improvement of public
infrastructure, consideration of zoning standards, creation of open space, land banking, and the
construction of affordable housing designed to raise the quahty of life of residents,

Five parcels have alrecady been acquired at 800 - 812 and 816 5. Maryland as well as 295, 305, and 307
E. Garfield. During the 2003-04 fiscal year, the Authority started to work with an Urban Design
Professional to develop a comprehensive neighborhood plan for the area. The concept plan will include
the following:

+ Assessment of neighborhood housing, zoning, and public infrastructure conditions.

s Identification of design and development opportunities.

» Neighborhood resident, property owner, local business and Housing Authority participation in the
development of the concept plan,

The public and the Housing Authority will be given an opportunity to comment on the neighborhood
plan, which tentatively includes five affordable home ownership units along with 40 affordable rental

units.

Renter Assistance

A) Multifamily Rebabilitation

The Multifamily Rehabilitation program provides forgivable low-interest loans of up 10 $14,500
per unit and up to $100,000 maximum per projest to multifamily property owners for the purpose
of improving their rental housing units, In return for the loan, the Housing Authority requires that
the units be rented to low-income tenants at affordable rental rates for a prescribed number of
years. In addition, rehabilitation grants of up to $10,000 are available to low-income disabled or
handicapped tenants in multifamily dwellings for handicap related modifications.
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During fiscal year 2003-04, the Housing Authority completed one multifamily rehabilitation
project using approximately $19.755 of Redevelopment Sei-Aside funds and began the
construction process to rehabilitate of & 7-unit multifamily rental project. In addition, staff is in
negotiations to rehabilitate another building totaling 22 units.

B) New Construction of Renter Housing
In FY 2003-04, the Housing Authonty successfuily initiated or continued in the construction of
approximately 4 new rental housing development projects for low and very-low renter households. The
descriptions below summarize the affordable renter projects currently in some stage of development in
(Glendale using Redevelopment Set-Aside or federal HOME funds.
Projects in Progress in FY 2003-04

Heritage Park at Glendale

In December 2002, the Housing Authority entered into an Affordable Housing Agreement with
American Senior Living, Ing, to develop a 52-unit rental housing project for very low and low-incomne
senior households at 420 E. Harvard 8t. The Housing Authority committed approximately $3 million
in HOME funds to develop the project, leveraging another $2.3 million in Redevelopment Set-Aside
funds, $2.15 million in martgage revenue bonds, $3.64 million in State of California 4% tax credits,
and $200,000 in developer equity.

Construction on the project began in April 2003 and is scheduled for completion in fall 2004. Shortly
after construction began, American Senior Living, Inc. withdrew as developer, and the tax credit
investor began the process of replacing them with a new developer, USA Properties Fund. Staff
assisted the new developer with affirmative marketing, and a tenant selection lottery was conducted in
June 2004, Over 3,600 intérested senior households applied to be included in the lottery, representing
the largest response for affordable housing units in Glendale’s history.

1855 S. Brand Blvd.

At the end of this program year, the Housing Authority executed a letter of loan commitment with
Metropolitan City Lights in support of 2 635.unit affordable family rental housing project at 1855 8.
Brand Blvd. The project will be reserved for families with incomes below 60% of area median income
and is proposed to include 16 two-bedroom units and 49 three-bedroom units. The Housing Authority
committed approximately $7.5 million to the project consisting of $3.7 million in HOME funds and
$3.8 million in Redevelopment Set-Aside funds. Additional financing will be provided through a
combination of affordable housing tax credits, developer equity, and other leveraged funding issued by
agencies such as the State of California and County of Los Angeles. The project was awarded full
points in the 9% tax credit application process, and has progressed to the next siage of review. The
developer has also applied for City of Industry funding, a funding source that distributes tax increment
affordable housing set-aside revenue on & competitive basis to cities within a 15 mile radjus,

6206 San Fernando Road

Also at the end of the program year, the Housing Authority authorized the purchase of property at 6206
San Fernando Road. As a result of deferred property maintenance and substandard housing concerns,
this property has been subject to numerous code enforcement actions over the past 20 years. The
Housing Authority committed $3 million of Redevelopment Set-Aside funds to this project for
acquisition and related relocation expenses. The affordable new construction renter development
proposed on the site is anticipated to contribute to revitalization of the surrounding neighborhood.

East Garfield Neighborhood Revitalization

This project is described in greater detail in the Jncrease Affordable Home Ownership Qpportunitics
section, The Authority has committed approximately $3.7 million in HOME funds and $1.3 millien in
Redevelopment Set-Aside funds for acquisition of property and new construction of affordabie
ownership and rental housing within the East Garfield Neighborhood revitalization area.
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Five parcels have already been acquired at 800 - 812 and 816 5. Maryland as well as 295, 305, and 307
E. Garfield. During the 2003-04 fiscal year, the Authority started to work with an Urban Design
Professional to develop a comprehensive neighborhood plan for the area. The public and the Housing
Authority will be given an opportunity to comment on the neighborhood plan, which tentatively
includes 40 affordable rental units along with five affordable home ownership units.

Acquisition Proiects

In addition to the above projects in process, the Housing Authority is also actively pursuing
opportunities to acquire property for future affordable projects. One such property on Doran Street in
northern Glendale is in the acquisition process, and is a joint venture between the Housing Authority
and the City of (Glendale Parks Division. An integrated affordable housing and public park project is
anticipated on the site,

Multifamily Rental Assistance
Ongaing Pragrams
Palmer House

The Housing Authority uses Redevelopment Set-Asgide funds to provide annual rent subsidies for
Palmer House, a 22-unit low-income senior housing project. The total subsidy is $87,000 a year for 30
years beginning in 1992, In any year in which the project operating casts exceed revenues by more
than $100,000, the subsidy amount is $100,000. The 30-year aggregate payments cannot exceed
$2,610,000. During fiscal year 2003-04, the Housing Authority provided $87,000 in rental subsidy to
the project.

Special Programs

The Housing Authority also administers several special programs to assist the unique needs of renter
households in Glendale.

Code Enforcement

Code enforcement efforts during FY 2003.04 resulted in the improvement and preservation of housing
for low and moderate-income households. The code enforcement program is augmented with a four-
year total allocation of $2.8 million of Redevelopment Set-Aside funds. FY 2003-04 was the third year
of the augmentation program.

Section 8 Dwelling Repairs and Moving Assistance Grants

In January 2002, the Housing Authority created two grant programs, the Section 8 Dwelling Repairs
Grant and Moving Assistance Grant. Both grants have been funded by Redevelopment Set-Aside funds
and were each allocated $100,000 per year for three years. The Dwelling Repair Grant assists rental
owners and property management agents to correct minor habitability deficiencies necessary for the
rental unit to qualify for Section 8 or Shelter Plus Care rental subsidies. Dwelling Repairs Grants are
available for up to $3,000, granted in annual installments of $1,000 each year upon proof that the unit is
being rented 10 a Section 8 recipient, As of November 2003, this program is ne longer accepting
applications for new grants; however, staff will continue to process second and third year installments
of grant payments.

Moving Assistance Grants assist Section 8 Housing Choice Voucher holders with required moving
¢osts 10 secure a rental unit. The grants are available to reimburse one-half of actual expenses up to
$2,500. This program continues to accept new applications for assistance.

During fiscal year 2003-04, the Housing Authority assisted 158 households through these programs,
committing approximately $192,000 in Redevelopment Set-Aside funds. This includes 145 Dwelling
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A)

A)

Repair Grants totaling $183,000, some of which will be disbursed over a three-year period, and 13
Moving Assistance Grants totaling approximately $9,000. The majority of households assisted by these
two programs have incomes below 30% of arca median income.

LIFERAF and ERAP

To assist working families and prevent homelessness, the Authority offers two new rental assistance
programs, The Low-Income Family Employment and Rental Assistance Program (LIFERAP) provides
rental assistance and career development assistance to eligible families using a one-time
Redevelopment Set-Aside funding allocation of $901,741. The program provides up to twenty-four
(24) months of rental assistance to low income-working families with incomes below 60% of area
median income, freeing up limited household resources w0 devote to education or job training activities.
A case manager works with participants to develop strategies and Jink them to resources to assist them
in raising the household's income, ultimately leading the household to self-sufficiency and reducing or
eliminating the family’s housing cost burden. A component of the LIFERAFP Program is a mandatory
savings program designed to serve as a vesource for certain, allowable expenses that will aid in
achieving the goal of income growth, overall support employment, training, education activities,
financial growth, and family well-being. During FY 2003-04, 54 households were assisted through
this program.

The Emergency Rental Assistance Program (ERAP) provides short-term rental assistance to households
with incomes below 80% of area median income that experience a housing crisis due to a demonstrated
catastrophic event such as an illness, injury, or job loss. The ane-time Redevelopment Set-Aside
funding allocation for ERAP is $98,520. Participating houscholds pay 30% of their income in rent, and
Redevelopment Set-Aside funds fill the rent payment gap. The program is intended to provide
temporary assistance for 3 to 12 months for households whose housing cost was affordable prior to the
presenting crisis. Because of these unique participant selection criteria, ERAP assisted six households
during FY 2003-04.

Continuum of Care for the Homeless
Emergency Shelter — Project ACHIEVE

Project Achieve is a homeless services access center providing 40 beds of emergency shelter for
homeless persons. The Housing Authority committed $250,000 operating subsidy to this center for
shelter residents over a five-year period beginning in 2000, During fiscal year 2003-04, these funds
agsisted approgimately 35-40 people per night and 200 unduplicated individuals,

Administrative Activities
Rental Housing Issues Working Committee

In Glendale, as elsewhere in Southern Califoria, rents have been escalating over the past several years.
These increases in housing costs are a significamt barrier to affordable housing, and have a
disproportionate effect on low-income and special needs households, who must pay a higher proportion
of their income in rent. The 2000 Census shows that over 40% of renters reported paying mere than
35% of their income on housing. In order to address this, the Glendale City Council and Glendale
Housing Authority established a Rental Housing Issues Working Committee in March 2003 to explore
issues related to rental houging including: affordability, habitability, outreach and education, zoning and
land use issues, and housing discrimination. This Commitiee was comprised of members of the real
estate and property owner/management industry, as well as affordable housing advocates and
tenant/landlord attormneys, Over seven months the Committee studied the issues and presented a final
report during a joint meeting of the City Council and Housing Authority in November 2003, Their
recommendations in part included:

Development of a systematic inspection program;

Development of a property owner education program;

Adoption of a strong affordable housing policy incorporating all City departments;
Adoption of an inclusionary zoning ordinance;

BPLbk =
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5. Greater emphasis on family housing; and
6. Strengthened outreach regarding tenants rights under the Just Cause for Eviction ordinance.

Staff will ‘study each recommendation individually, and various options for proceeding will be
presented to the Housing Authority for consideration throughout FY 2004-05,

Inclusionary Zoning

In 1975 and 1976, the California Community Redevelopment Law was amended to address the concern
that the redevelopment process often resulted in the development of market rate housing units within
redevelopment project areas to the exclusion of affordable housing for very low, low, and moderate~
income households. To mitigate against this impact, legislators approved a measure that subjects
redevelopment project areas adopted after January 1, 1976 to housing production requirements, more
commeonly known as inclusionary housing requirements. This measure ensures that a percentage of all
units developed in the project area are affordable to very low, low, and moderate-income households.
The Central Glendale Redevelopment Project Area was adopted in 1972 and amended in 1975; thus, it
is not subject to the inclusionary housing requirement. However, the San Fernando Road Corrider
Redevelopment Project Area (SFRCRPA), which was adopted in 1992, is required by law to meet the
inclusionary housing requirement.

Historically, the San Femando Road Corridor Redevelopment Project Area has not included the
development or substantral rehabilitation of housing since the area is zoned for commercial and
industrial uses. However, in Angust 2004, the Glendale City Council adopted zoning changes that are
anticipated to generate interest and facilitate housing development in that project area.

Concurrent with the zoning changes, the City Council, Glendale Redevelopment Agency and Housing
Authority approved a policy with regard to the state-mandated inclusionary requirement in the San
Femando Road Corridor Redevelopment Project Area. The policy requires that the inclusionary
requirement be met on a project-by-project basis using one of four altermatives. The inclusionary
requirement ¢ould be met:

1. On-site;

2. Off-site and inside the project area;

3. Off-site and outside the project area; or

4. By paying a fee in lieu of building the units.

In cases where the in lieu fee alternative is chosen, the Housing Authority would utilize the funds 1o
develop the requisite affordable inclusionary units. This policy will ensure that the San Fernando Road
Corridor Redevelopment Project Area inclusionary requirement can be satisfied within the time period
specified by state law.

Professional Qrganizations

The City of Glendale was active in professional advocacy organizations including Southern California
Association of Non-Profit Housing, California Housing Consortiurn, and California Redevelopment
Association.,

Monitoring

The programs and policies adopted for each program described in this repori reflect the needs of all
income groups, ages, and unit types. In addition, the loan agreements for these projects contain
covenants that ensure affordability at the property for a defined time. To facilitate quality portfolio
management after project completion, staff regularly monitors existing projects.  Staff conducts
physical, financial, and occupancy monitoring reviews to guarantee that loan recipients serve the
intended populations and are in compliance with the loan agreement terms. Annual on-site inspections
include the following activities:
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»  Property Inspection: Staff works closely with the City’s Code Enforcement section to perform on-
site inspections of assisted affordable rental housing units and ensure compliance with local
housing codes.

s  Tenant Income and Rent Review: Rent rolls, income source documents, tenant statements of
income, and sample files are reviewed for compliance with loan reguirements.

s  Review of compliance with other City provisions: Staff reviews the owner’s annual report,
managerent plan, tenant selection plan, lease, insurance levels, affirmative marketing efforts, and
other issues for compliance.

If a property does not conform to the expectations reparding local housing codes, federal Housing
Quality Standards, tenant income and rents, and other loan provisions, staff notifies the property owners
that they are out of compliance with their loan agreement. Staff then works with the owners to bring
the project into compliance. If the property is not brought into compliance within a reasonable time
period, the Housing Authority has the right to begin action against the property owners, including but
not limited to accelerating repayment of the Joan or immediately calling the loan due and payable,

The portfolio management and monitoring process not only protects the Housing Authority’s
investment, it also encourages positive relationships between owners, tenants, and City staff. In
addition, monitoring provides an opportunity 1o review the overall health of the portfolio and better
gauge the impact of the funded projects.

WORK PROGRAM -~ FISCAL YEAR 2004-05

D

A)

B)

)

A)

Home Owner Assistance
Home Owner Rehabilitation Loan Program

For fiscal year 2004.05, the Housing Authority has allocated approximately $1.3 million of
Redevelopment Set-Aside and federal HOME funds to provide approximately 40 homeowner
rehabilitation loans and/or grants,

First Time Home Buyer Program

For fiscal year 2004035, the Housing Authority has allocated approximately $1.3 million of
Redevelopment Set-Aside funds to provide approximately 16 first time homebuyer loans. Staff also
anticipates providing 6-9 seminars on “How to Buy a Home,”

New Construction of Ownership Housing

Staff wili continue working on the home ownership projects described in the previous section. In
addition, for fiscal year 2004-05, the Housing Authority has allocated approximately $4.5 million of
Redevelopment Set-Aside and federal HOME funds to facilitate development of further affordable
home ownership housing units. The program will provide direct and indirect assistance from the
Housing Authority to developers and/or homebuyers. Funding is available to assist in the development
of approximately 32 affordable home ownership units.

Renter Assistance
Multifamily Rehabilitation and New Construetion of Renter Housing
Staff will continue working on the renter projects described in the previous section. It addition, for

fiscal year 2004-05, the Housing Authority has allocated $13.4 million of Redevelopment Set-Aside
and federal HOME funds to acquire and develop and/or rehabilitate 128 affordable rental housing units,

B) Multifamily Rental Assistance

1) Palmer House: 555 E. Palmer Avenue
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The Housing Authority will use Redevelopment Set-Aside funds to provide a rental subsidy in the
amount of $87.000-5100,000 to Palmer House, Palmer House provides 22 affordable rental-
housing units for very low and low-income senior citizens,

2) Code Enforcement:
For fiscal year 2004-03, the code enforcement augmentation program will utilize the remaining
year of a four-year $2.8 million Redevelopment Set-Aside total allocation to improve and preserve
housing for low and moderate-income households,

3) Section 8 Dwelling Repairs and Moving Assistance Granis:
For fiscal year 2004-05, the Moving Assistance Grant program will utilize the remainder of a
three-year Redevelopment Set-Aside funding allocation of $300,000. Staff will also continue to
process second and third year installments of grant payments for the Section 8 Dwelling Repair
Grant program.

4) LIFERAP and ERAP:
For fiscal year 2004-05, the Low-Income Family Employment and Rental Assistance Program
(LIFERAP) will utilize the remainder of a one-time Redevelopment Set-Aside allocation of
$901,741 o continue to assist approximately 54 households. The Emergency Rental Assistance
Program (ERAP) will utilize the remainder of a one-time allocation of $98,520 in Redevelopment
Set-Aside funds,

Continuum of Care for the Homeless

Emergency Shelter — Project ACHIEVE

The Housing Authority will provide Project ACHIEVE, 4 homeless services access center and shelter,

with an operating subsidy for shelter residents not to exceed $50,000 during fiscal year 2004-05, The

subsidy assists Project ACHIEVE to serve approximately 200 individuals.

Administrative Activities

Rental Housing Issues Working Committee

Staff will study each recommendation of the Rental Housing Issues Working Committee, and various

options for proceeding will be presenied to the Housing Authority for consideration throughout FY

2004-05.

Inclusionary Zoning

As housing projects are proposed in the San Fernando Read Corridor Redevelopment Project Area,
staff will implement the Housing Authority’s inclusionary housing policies.

Professional Organizations

The City of Glendale wili continue ta be active in professional advocacy organizations including
Southemn California Association of Non-Profit Housing, California Housing Consortium, and California
Redevelopment Association.

Monitoring

Staff will continue to perform financial, physical, and occupaney monitoring reviews of completed
affordable housing projects.
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RECOMMENDATIONS FOR NEEDED STATE LEGISLATION

(net covered by independent auditors® report)

Affordable housing legislation greatly impacts the production and development of affordable housing units. The
following are recommendations for changes needed 1o state legislation:

1.

Redevelopment Affordable Housing Set-Aside funds are regularly considered as a source of funds 10
balance the State budget. Efforts must be made to preserve these funds for local affordable housing
activities as originally intended.

Legislation is needed to allow interested cities to use the Redevelopment Set-Aside funds that have not
been expended by other local governments.

More favorable, less restrictive legislation is needed to facilitate the development of affordable housing
(i.¢. adjustment to prevailing wage requirements).

The state must reconcile its own priorities. State law identifies housing as a high prionty, but the state
should reconcile the housing priority with its other laws and priorities affecting land use. For example,
state law imposes numerous requirements and restrictions regarding housing, the environment, water, air
quality, farmland protection, local ageney formation, coastal protection and more. These laws and policies
often either limit the availability of land for housing or dramatically increase the cost of housing
production.

. Local governments need effective financing mechanisms to provide services and infrastructure. At

present, there are insufficient revenues from new housing units to provide the additional services required
by new residents.

Affordable housing needs ongoing funding. Unmet housing needs require more ongoing funding streams
to generate the resources necessary to produce additional units.

The State budget crisis may threaten Proposition 46 bond funding earmarked for housing. Every effon

should be made to ensure that Proposition 46 funding goes toward affordable housing services and
programs.
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