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Caporicci & Larson
Certified Public Accountants

INDEPENDENT AUDITORS’ REPORT

The Board of Directors
of the Redevelopment Agency of the City of Redwood City
Redwood City, California

We have audited the basic financial statements of the Redevelopment Agency of the City of Redwood City
(Agency), a component unit of the City of Redwood City, as of and for the year ended June 30, 2007, as listed
in the foregoing table of contents. These basic financial statements are the responsibility of the Agency’s
management. Our responsibility is to express an opinion on these basic financial statements based on our
audit.

We conducted our audit in accordance with generally accepted auditing standards in the United States. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the basic
financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the basic financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall
basic financial statement presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the basic financial statements referred to above present fairly, in all material respects, the net
assets of the Agency as of June 30, 2007, and results of its activities and changes in net assets for the year then
ended in conformity with generally accepted accounting principles in the United States.

The accompanying Required Supplementary Information, such as management’s discussion and analysis is
not a required part of the basic financial statements but are supplementary information required by the
Governmental Accounting Standards Board. We have applied certain limited procedures, which consisted
principally of inquiries of management regarding the methods of measurement and presentation of the
Required Supplementary Information. However, we did not audit the information and express no opinion on
it.

Our audit was made for the purpose of forming an opinion on the basic financial statements taken as a whole.
The schedules listed in the foregoing table of contents as Supplemental Information are presented for the
purpose of additional analysis and are not a required part of the basic financial statements of the Agency. This
additional information is the responsibility of the Agency’s management. Such additional information has
been subjected to the auditing procedures applied in the audit of the basic financial statements, and, in our
opinion, is fairly stated in all material respects in relation to the basic financial statements taken as a whole.

Clgpmrees 3 i

Oalkland, California

October 19, 2007
Toll Free Ph: (877) 862-2200 Toll Free Fax: (866) 436-0927
Qakland Orange County Sacramento San Diego
180 Grand Ave., Suite 1365 9 Corporate Park, Suite 100 777 Campus Commons Rd., Suite 200 4858 Mercury, Suite 106

Oakland, California 94612 Irvine, California 92606 Sacramento, California 95825 San Diego, California 92111



Redevelopment Agency of the City of Redwood City
Management’s Discussion and Analysis
For the fiscal year ended June 30, 2007

This section of the Redevelopment Agency’s annual financial report presents a narrow overview and analysis
of the Redevelopment Agency’s financial activities for the fiscal year ended June 30, 2007. Please read this
overview in conjunction with your reading of the accompanying Basic Component Unit Financial statements.

THE PURPOSE OF THE AGENCY

The Agency is a component unit of the City of Redwood City; it is controlled by the City, which appoints the
Agency’s Board of Directors. City employees perform all the duties and functions required of the Agency.

The Agency’s purpose under California law is to eliminate urban blight in the City of Redwood City; it is
given certain powers under the law to assist it in that endeavor. The Agency may condemn property under
certain circumstances and only to the extent the City may condemn property as prescribed by the law, and it
may incur indebtedness to finance redevelopment of property. The Agency may not assess or receive property
taxes, but it may receive any increases in property taxes over amounts received in the year before the property
in the Agency’s area became subject to redevelopment (called the Base Year). The increases are called Property
Tax Increments. One-fifth of the property tax increments received must be used to increase the supply of low
and moderate income housing.

FINANCIAL 2007 FINANCIAL HIGHLIGHTS
Financial highlights of the year include the following:

e The Agency’s net assets increased $3.1 million in fiscal year 2006-07, after $2.7 million decrease in the
preceding year. At June 30, 2007, the Agency’s net assets were $10.582 million.

e Total Agency revenues, including transfers and contributions, were $10.688 million, an increase of $4.562
million, and expenses were $7.6 million, representing a decrease of $1.2 million over the prior year.

* Redevelopment Agency Fund revenues and other financing sources increased $663 thousand and
expenditures and other financing uses decreased $10.6 million. Fund balance decreased $2.9 million.

e Low and Moderate Income Housing Fund revenues and other financing sources of $3.2 million were $1.1
million more than the prior year, while expenditures and other financing uses of $1.1 million decreased $1
million from the prior year, and ending fund balance increased $2.1 million.

The Basic Financial Statements
The Basic Financial Statements comprise the Agency-wide Financial Statements and the Fund Financial

Statements; these two sets of financial statements provide two different views of the Agency’s financial
activities and financial position.



Redevelopment Agency of the City of Redwood City
Management’s Discussion and Analysis, Continued
For the fiscal year ended June 30, 2007

FINANCIAL 2007 FINANCIAL HIGHLIGHTS, Continued
The Basic Financial Statements, Continued

The Agency-wide Financial Statements provide a longer-term view of the Agency’s activities as a whole and
include the Statement of Net Assets and the Statement of Activities. The Statement of Net Assets provides
information about the financial position of the Agency as a whole, including all its capital assets and long-term
liabilities on the full accrual basis, similar to that used by corporations. The Statement of Activities provides
information about all of the Agency’s revenues and all its expenses, also on the full accrual basis, with the
Emphasis on measuring net revenues or expenses of each of the Agency’s programs. The Statement of
Activities explains in detail the change in Net Assets for the year.

All of the Agency’s activities are grouped into Governmental Activities.

The Fund Financial Statements report the Agency’s operations in more detail than the Agency-wide statements
and focus primarily on the short-term activities of the Agency’s four funds. The Fund Financial Statements
measure only current revenues and expenditures and fund balances; they exclude capital assets, long-term
debt and other long-term amounts.

Major funds account for the major financial activities of the Agency and are presented individually, while the
activities of any Non-major funds are presented in summary, with subordinate schedules presenting the detail
for each of these other funds. The Agency reports all five of its funds as Major Funds.

The Agency-wide Financial Statements
The Statement of Net Assets and the Statement of Activities present information about the following:

 Governmental activities — All of the Agency’s basic services are considered to be governmental activities,
including intergovernmental school and special district pass-throughs and community development and
engineering. These services are supported by the general Agency revenues such as property tax
increments.

Agency-wide financial statements are prepared on the accrual basis, which means they measure the flow of all
economic resources of the Agency as a whole.

Fund Financial Statements

The Fund Financial Statements provide detailed information about each of the Agency’s most significant
funds, called Major Funds. The concept of major funds, and the determination of which are major funds, was
established under GASB Statement 34 and replaces the concept of combining like funds and presenting them
in total. Instead, each Major Fund is presented individually, with all Non-major Funds summarized and
presented only in a single column. Subordinate schedules present the detail of these Non-major funds. Major
Funds present the major activities of the Agency for the year, and may change from year to year as a result of
changes in the pattern of Agency’s activities.



Redevelopment Agency of the City of Redwood City
Management’s Discussion and Analysis, Continued
For the fiscal year ended June 30, 2007

FINANCIAL 2007 FINANCIAL HIGHLIGHTS, Continued

The Basic Financial Statements, Continued

Fund Financial Statements, Continued

All the Agency’s Funds are Governmental Funds; financial statements for these Funds are prepared on the
modified accrual basis, which means they measure only current financial resources and uses. Capital assets
and other long-lived assets, along with long-term liabilities, are not presented in the Governmental Fund
Financial Statements.

Comparisons of Budget and Actual financial information are presented for the Redevelopment Agency Fund,
the Low and Moderate Housing Fund, the 1997 Tax Allocation Refunding Bonds Fund and the 2003 Tax
Allocation Bonds Fund.

FINANCIAL ACTIVITIES OF THE AGENCY AS A WHOLE

This analysis focuses on the net assets and changes in net assets of the Agency’s Governmental Activities in the
Agency-wide Statement of Net Assets and Statement of Activities that follow.

Redevelopment Agency's Net Assets (in Millions)

2007 2006 Variance
Cash and investments $10.071 $12.417 -18.893%
Other assets 10.746 9.683 10.978%
Capital assets 41.404 36.754 12.652%
Total assets 62.221 58.854 5.721%
Long-term debt outstanding 46.132 46.076 0.122%
Other liabilities 5.507 5.283 4.240%
Total liabilities 51.639 51.359 0.545%
Net assets:
Invested in capital assets,
net of debt 3.144 0.099 3075.758%
Restricted 14.521 16.005 -9.272%
Unrestricted
Other unrestricted net assets (7.083) (8.609) -17.726%
Total net assets $10.582 $7.495 41.187%



Redevelopment Agency of the City of Redwood City
Management’s Discussion and Analysis, Continued
For the fiscal year ended June 30, 2007

FINANCIAL ACTIVITIES OF THE AGENCY AS A WHOLE, Continued

The Agency’s cash and investments declined 18.9% as the Agency expended cash on the Downtown
revitalization related projects which also increased capital assets as most of these projects qualified as capital.
The Agency’s net assets from governmental activities increased 41% to net assets of $10.582 million in 2007
from net assets of $7.495 million in 2006. This increase resulted primarily from the excess of operating tax
increment revenue over the operating expenses as more tax increment came in than anticipated and operating
expenses were less than planned.

Changes in Redevelopment Agency's Net Assets (in Millions)

2007 2006 Variance
Revenues
General revenues, Transfers and Contributions:
Tax increments $9.529 $8.374 13.793%
Investment earnings 0.576 0.745 -22.685%
Other 0.056 0.136 -58.824%
Transfer to (from) other City funds 0.527 (3.129) 116.842%
Total revenues 10.688 6.126 74.469%
Expenses
Community development 5.297 6.507 -18.595%
Interest on long term debt 2.304 2.293 0.480%
Total expenses 7.601 8.800 -13.625%
Change in net assets 3.087 (2.674) -215.445%
Net assets - July 1 7.495 10.169 -26.296%
Net assets - June 30 $10.582 $7.495 41.187%

Fiscal Year 2007 Governmental Activities

The Agency’s fiscal year 2007 revenue came primarily from property tax increments, which amounted to $9.5
million, an increase of $1.2 million over the prior year. The increase in tax increment stemmed from the
increase in value of properties in the Agency’s project area. The decrease in investment earnings resulted from
the continued reduction in cash as bond proceeds are spent on capital outlay projects.

Agency expenses of $7.6 million in fiscal year 2007 were principally for development-related projects
amounting to $1.2 million, school district and special district Pass-throughs expense of $1.334 million. The
Agency has agreements with the pre-existing school and special districts in its project area under which it
passes through a portion of the property tax increments it receives. These agreements are discussed in detail
in note 9 to the financial statements. Additionally, the Agency incurred expense for interest on the Tax
Allocation Bonds in the amount of $2.3 million.



Redevelopment Agency of the City of Redwood City
Management’s Discussion and Analysis, Continued
For the fiscal year ended June 30, 2007

FINANCIAL ACTIVITIES OF THE AGENCY AS A WHOLE, Continued
The Agency’s Fund Financial Statements

At June 30, 2007, the Agency’s governmental funds reported combined fund balances of $14.5 million, which is
a decrease of $1.5 million from last year. This decrease resulted primarily from the continued expenditure of
previously issued $33.997 million in tax allocation bonds to finance various downtown improvements.

Expenditures decreased due to the one-time expenditure of $0.6 million in fiscal year 2005-2006 to record the
donation of land held for redevelopment to First Community Housing.

The Agency has loaned a total of $4.3 million to developers to assist them in constructing low and moderate
income housing. Interest on these loans is at below market rates. Additionally, the Agency has established
First Time Homebuyer programs under which low-interest rate loans in the amount of $2.1 million have been
made to qualified homebuyers. These loans are explained in detail in Notes 3 and 9 to the financial statements.

CAPITAL ASSETS

Under GASB 34, the Agency is required to record all its capital assets, including infrastructure, at their
historical cost, and to depreciate these assets over their estimated useful lives. At June 30, 2007, the Agency
had $41.4 million of capital assets net of depreciation.

DEBT ADMINISTRATION

Each of the Agency’s debt issued is discussed in detail in Note 7 to the financial statements. In July 1997 the
Agency issued $15.43 million of Tax Allocation Refunding Bonds that bear interest at 3.8% to 5.15% and are
due in 2011. The proceeds from these Bonds were used to advance refund the outstanding balance of the 1991
Redwood City Public Financing Authority Bonds — Series B.

In October 2003 the Agency issued $33,997,448 of Tax Allocation Bonds that bear interest at 3.5% to 5.8% and
are due in 2032. The proceeds of the bonds were used to finance various downtown improvements.

At June 30, the Agency’s debt comprised the two Tax Allocation Bond issues and a loan from the Redwood
City School District used to finance a real property purchase, all of which are secured by property tax
increment revenues.



Redevelopment Agency of the City of Redwood City
Management’s Discussion and Analysis, Continued
For the fiscal year ended June 30, 2007

ECONOMIC OUTLOOK AND MAJOR INITIATIVES

In the City’s downtown area which is encompassed by the Redevelopment Agency, the newly constructed 590
space underground public parking garage and the related privately developed 20 screen cinema/retail
complex with 80,000 square feet of retail space opened for business during the summer of 2006. This new
retail complex currently houses Cost Plus World Market, the Shoe Pavilion, several restaurants and a branch of
the San Mateo Credit Union. In conjunction with the revitalization of downtown, the Redevelopment Agency
plans to program promotional and marketing activities to support downtown and encourage first-time and
reoccurring visits from both residents and the broader Peninsula Community. Additionally, the
Redevelopment Agency will be participating in the County-wide Transit Oriented Development Opportunity
Study to support the principle of both pedestrian and vehicular linkages between the downtown, Sequoia
Station and El Camino Real, as well as the development of high density housing adjacent to transit.

CONTACTING THE AGENCY’S FINANCIAL MANAGEMENT
These Component Unit Financial Statements are intended to provide citizens, taxpayers, investors, and

creditors with a general overview of the Agency’s finances. Questions about this Report should be directed to
the Finance Department, at 1017 Middlefield Road, Redwood City, California 94063.



