City of Cotati
Basic Financial Statements
June 30, 2008



CITY OF COTATI, CALIFORMNIA
Basic¢ Financial Statements
Fiscal Year Ended June 3G, 2008
Table of Contenis
FINANCIAL SECTION
Repori of Independent Accountants
Management's Discussion and Analysis
Basic Financial Statements:
Governmeni-wide Financial Statements;
Statement of Netf Assels
Statement of Activities

Fund Financial Statements:

Balance Sheet Governmental Funds

Statement of Revenues, Expenditures and Changes in Fund Balances

Governmental Funds

Reconciliation of Statement of Revenues, Expenditures and Changes in Fund

Balances of Governmental Funds to Statement of Activities

Statement of Net Assets- Major Proprietary Funds

Statement of Revenues, Expenses, and Changes in Fund Net Assets

Major Proprietary Funds
Statement of Cash Flows- Major Proprietary Funds
Notes to the Basic Financial Statements
REQLIRED SUPPLEMENTAL INFORMATION SECTION
Budgetary Comparison Schedule - General Fund
Note to RSE Note A - Explanation of Differences Between Budgetary
Inflows and Outflows and GAAP Revenues and Expenditures
SUPPLEMENTAL SECTION

Combining Balance Sheet Nenmajor Governmental Funds

Combining Statement of Revenues, Expenditures and Changes in

Fund Baiances Nonmajor Governmental Funds

12

13

14

15

16

17

18

19

21

35

36

37

39



FINANCIAL SECTION
MANAGEMENT'S DISCUSSION AND ANALYSIS,

BASIC FINANCIAL STATEMENTS
AND

NOTES TO THE FINANCIAL STATEMENTS



Terry E. Krieg, CPA

Certifted Public Accountant

| independent Auditor’s Regort

-Honorable Mayor and Members
“of the City Council .

Cityof Cotati

?.Cotetn Callforn:a

i have audlted the eocompanying f nanctal statements of the govemmentel actw:tses the busnness~type actwitles o
_each majorfund, and the aggregate remaining fund mformation of the City of Cotati, California, (the City) as ofand
' for.the year ended June 30, 2008, which. ooiiectlveiy comprise the City's basicfi nenCIal statements as listed inthe o
. Table of Contents.These .fi nancial statements are the respons&blttty of the City of Cotatts management My O
o _responsmllity is o express an oplnlon on these f nancaai statements based on my audit : . . ‘

| conducted my. audlt in accordance wnth audltmg standards generally accepted m Umted States of Amenoa and the_ T
- standards. applicable fo fi nanc:al audlts contained in ‘Government: Auditing’ Standards 1ssue_d by the Comptroller- .~
“.General of the United ‘States.: “Those standards requsre that 1 plan and perform the ‘audit to obfain' reasonable" s
R 'iassurance aboutwhether the financial statements are free of material mlsstatement “An audit includes exeminmg, Ve
o -ona test beszs evidence support:ng the amounts and dzsciosures in the financial statements An eudlt aisoincludes . .-
o ._-‘-assessmg the accounting prsnolples used and szgnsf‘ icant estlmates made by management as well as evaiuatmg the_ o

bt basns for my opmlons

: ‘. .'f-ln my opmlon the fmenota!statements referred to above present fa;rl ‘ BTN,
- fing ",._vernmental -activmes the’ busmess-—type ectwutzes each me;or fund and the eggregate‘:{s__.

e ly dg ary Companson Informatton on pages 2 through 11 end= S

B '_‘.";.jpages 35. through 38 are. not a. requ;red part: of the. basm financial statements: but are supplementary i information

U _l"reqwred by accountmg pnnciples generaiiy accepted inthe Unlted States of America . |L.have applied ¢ certain. ilmlted Lo
i alf nquiries; of management regardmg the methods of measurement and o

L '!n accordance wnth Govern ent Au _tlng Standards i have also Issued my report dated February 20,2008 0onmy - e
. ._conS|deration ofthe: Clty of Cotati 's internal control over fi nancial repertlng and on'my fests of its compllance with™
" cerfain provisions of laws; regulateons ‘contracts and grantagreements and other matters. The purpose of: tha ep

g ) to descnbe the scope of: my testmg of mternai controE over fi fi nanmel reportlng end comp!ianoe and the ults o

t-to:

100 Stony Pomt Road Sutte 265 N _ San_ta Rosa, California.%t‘l(}'f :
e 707 544-5684 ~F:707-544-5686 . E: Kriegcpa@msn.com



MANAGEMENT'S DISCUSSION AND ANALYSIS

This section of the City of Cofati’'s annual financial report presents our discussion and analysis of
the City's financial performance during the fiscal year that ended on June 30, 2008, Please read
it in conjunction with the City's financial statements, which follow this section.

FINANCIAL HIGHLIGHTS

s The City's total net assets increased by about $3.5 million over the course of this year's
operations. The net assets of our business-type activities increased about $750,000 (about a
4.6 percent increase over 2007), and there was a $2.7 million increase in the net assets of our
governmental type activities (about a 15.6 percent increase over 2007).

e During the year, the City's expenses for its governmental activities were $4.5 million more than
revenues from user charges, operating and capital grants. This short fall was funded from

general tax revenues such as property taxes, sales taxes, incremental property taxes and other
taxes.

¢ The City's expenses for business-type activities were in 2008 about $843,700 less than related
charges for services. The City did in 2008 recognize about $41,200 in capital contributions from
these activities all related to capital impact and related fees restricted for future improvements.

e The general fund reported a 2008 year end fund balance of $949,475; about a $249,000
decrease compared to fiscal 2007,

o The City's other major and nonmajor governmental funds ended fiscal 2008 with about a $13.8
miffion fund balance; most of which is restricted for specific purposes.

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report consists of five parls — an infroduciory section, a management’s discussion
and analysis {this section), the basic financial staterments, required supplementary information,
and an optiohal section that presents combining statements for nonmajor governmental funds.

The basic financial statements include two kinds of statements that present different views of the
City:

¢ The first two statemenis are government-wide financial statements that provide both long-term
and short-term information about the City's overalf financial stafus.

e The remaining statements are fund financial statements that focus on individual parts of the
Clty government, reporting the City's operations in more detail than the government-wide
statements.

- The governmental funds statements tell how general government services like public safety
were financed in the short term as well as what remains for future spending.

- Proprietary fund statements offer short- and long-ferm financial information about the
activities the government operates fike businesses, such as the water and wastewater
system. ‘

The financial statements also include notes that explain some of the information in the financial
statements and provide more detailed data. The statements are foliowed by a section of required
supplementary information that further explains and supports the information in the financial
statements. In addition to these reguired elements, we have included a section with combining
statements that provide details about our nonmajor funds, each of which are added together and
presented in single columns in the basic financial statements.

Figure A-1 summarizes the major features of the City's financial staterments, including the portion
of the City government they cover and the types of information they contain. The remainder of



[MANAGEMENT'S DISCUSSION AND ANALYSIS|

this overview section of management's discussion and analysis explains the structure and
contents of each of the statements.

Figure A-1
Major Features of City of Cotati's Government-Wide and Fund Financiat Statements

Fund Statements

Govemment-Wide
Statements Govemnmental Funds Proprietary Funds
The activities of the City that are  Activities the City operates similar
not proprietary or fiduciary, such to private businesses: the water
Scope Entire City government as police, fire, and parks and wastewater systems.
Required financial
staterenis ° Statement of net assets e Batance sheet ° Statement of nel assets
° Statement of revenues, ° Statement of revenues
expenditures, and expenses, and changes in
. Statement of activities changes in fund batances net assets
° Siatermneant of cash fows
Modified aceruat accounting
Accounting basis and Accrual accounting and and current financial resources  Accrual accounting and ecenomic
meastrernent focus economic resources focus focus resources focus
Only assets expected {o be
used up and liabilities that
All assets and labilities, both  come due during the year or All assats and Eabilities, hoth
Type of asset/liability financial and capital, and short-  soon thereafter; no capital financial and capital, and short-
information ferm and long-tem assets Included ferm and long-term
Revenues for which cash is
received during or soon after
the end of the year;
expendifures when goods or
Al reveniues and expenses services have been received Al revenues and expenses during
Type of inflowfoutflow during year, regardiess of and payment is due during the  year, regardless of when cash is
information when cash is received or paid  year or soon thereafter recelved or paid

Government-Wide Statements

The government-wide statements report information about the City as a whole using accounting
methods similar to those used by private-sector companies. The statement of net assets includes
all the government's assets and liabilities. All of the current year's revenues and expenses are
accounted for in the statement of activities regardless of when cash is received or paid.

The two government-wide statements report the City's nef assefs and how they have changed.
Net assets ~ the difference between the City's assefs and liabilities — is one way to measure the
City's financial health, or position.

e Over time, increases or decreases in the City's net assets are an indicator of whether its
financial health is improving or deteriorating, respectively.



MANAGEMENT'S DISCUSSION AND ANALYSIS|

The government-wide financial statements of the City are divided into two categories:

s Governmental activities — Most of the City's basic services are inciuded here, such as the
police, streets, parks, community development, and general administration. Property taxes,

sales taxes, incremental property taxes, and state and federal grants finance most of these
activities.

o Business-type activities —~ The City charges fees to customers to help it cover the costs of
certain services it provides. The City's water and wastewater system are included here.

Fund Financial Statementis

The fund financial statements provide more detailed information about the City's most significant
funds — not the City as a whole. Funds are accounting devices that the City uses fo keep track of
specific sources of funding and spending for particular purposes. The more significant
governmental funds in fiscal 2008 were:

The City's general fund, inclusionary housing fund, and South Sonoma Business Park debt
service fund. Other major funds in fiscal 2008 included the component unit redevelopment
agency's capital projects tax increment fund, special revenue low and moderate income housing
fund, and tax allocation bond debt service funds. All other governmental type funds are
aggregated and are presented in a separate single column in the fund financial statements.

The City's water and wastewater enterprise funds are also presented as major funds in separate
coiumns in the proprietary fund statements.

The City has two kinds of funds:

s Governmental funds — Most of the City's basic services are included in governmental funds,
which focus on (1) how cash and other financial assets that can readily be converted to cash
flow in and out and {2) the balances left at year-end that are available for spending.
Consequently, the governmental funds statements provide a detailed short-term view that helps
you determine whether there are more or fewer financial resources that can be spent in the
near future to finance the City's programs. Because this information does not encompass the
additional long-term focus of the government-wide statements, we provide additional
information at the botfom of the governmentat funds statement, or on the subsequent page, that
explains the relationship (or differences) between them.

o Proprietary funds — Services for which the City charges customers a fee are generally reported
in proprietary funds. Proprietary funds, like the government-wide statements, provide both long-
and short-term financial information.

- in fact, the City's enterprise funds (one type of proprietary fund) are the same as its business-
type activities, but provide more detail and additional information, such as cash flows.



MANAGEMENT'S DISCUSSION AND ANALYSIS|

FINANCIAL ANALYSIS OF THE CITYAS A WHOLE

Net Assets. The City's combined net assets increased in 2008 about $3.5 million to 34.6 million.
(See Table A-1.)

Table A-1
City of Cotati’s Net Assels
{in millions of doillars)

Total Percentage

Governmentai Activifies Business-type Activities Total Change
2007 2008 2007 2008 2007 2008 2007-2008
Current and other assels $13.0 $15.5 $10.3 $9.7 $23.3 $25.2 8.1%
Long-term receivables 7.7 7.7 - - 7.7 1.7 0%
Capital assets 12.7 12.9 8.5 7.9 18.2 20.8 1.1%
Total assets 334 36.1 16.8 178 50.2 53.7 1.1%
Long-term debt outstanding 17.5 17.1 - - 17.5 17.4 -2.3%
Other liabilities 1.2 1.6 .3 4 1.5 2.0 33.3%
Total liabilities 18.7 18.7 3 4 18.0 19.1 5%
Net assets
invested in capital assels
net of retated debt 9 14 6.5 7.9 74 9.3 25.6%
Restricted 12.4 15.3 7.3 7.2 18.7 22.5 14.2%
Unresiricted 1.4 N 2.7 2.1 4.1 2.8 -31.7%
Total net assets $ 147 $ 174 $16.5 $17.2 5 31.2 $ 34.6 10.9%

Net assets of the City's governmental activities increased 18.4 percent to $17.4 miilion. About
88% of the net assets relating to governmental activities is represented by cash, investments and
receivables. The City has about $17.1 million in long-term debt being used to finance
governmental activities. There is no long-term debt in regard to the City’s business-type activities.

Although the net assets of our business-type activities increased by 4.2 percent to $17.2 million,
these resources cannot be used for governmental activities, The City generally can only use
these net assets to finance the continuing operations of the water, and wastewater systems and
for capital improvements to those systems.
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FINANCIAL ANALYSIS OF THE CITY AS A WHOLE

Changes in net assets. The City's total revenues in fiscal 2008 were about $14.5 million (See
Table A-2.) About 24 percent of the City's revenue comes from property taxes, another 16
percent from sales taxes and other taxes. Another 42 percent come from fees charged for
,services primarily from water and wastewater services, and most of the rest is state and local aid
and development

The total cost of all programs and services was about $11.1 million. The City's expenses cover a
range of services, with about 29 percent related to business fype activities, 29 percent for public
safety services, and the remaining 42 percent for general govemment, streets, parks and
communily development programs.

Sources of Revenue for Fiscal Year 2008

Pr
Other R Granis and op:g)z Tax
er Revenues -
con Confributions Property Tax
Charges for Services
Sales Taxes
16% [1Other Taxes
{1Sales Taxes
Other T / — @ Cther Revenues
er 1axes . .
39, Charges for Services [z Grants and Contributions

42%

Functional Expenses for Fiscal Year 2008

Al Other Community

10% Development -

General Government \ 18% Communiy Development

9% N - Public Safety
[1Streets
[1Business Type Activities
Business Type / @ General Government
Activities Streets Public Safety All Other
29% 5% 29%
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Governmental Activities

Revenues for the City's governmental activities increased by about 2 percent, while total
expenses decreased 8.2 percent compared to the fiscal year 2007.

Most of the revenue increase was a net resulf in fiscal 2008 of lower charges for services such as
planning fees and Inciusionary housing fees which on a net basis were offset by a one-time
capital grant for street improvements and by slight increases in other tax revenues.

Expenses of governmental activities decreased about $700,000. Most of the significant cost
decreases were due to a $78,000 reduction in legal fees and a $217,000 reduction in building
costs associated with the reduction in the level of planning activities.

FINANCIAL ANALYSIS OF THE CITY AS A WHOLE

Table A-2
Changes in City of Cotati's Net Assets
(i millions of dollars)

Business-Type Total
Governmenial -Activities Activities Total Percent Change
2007 2008 2007 2008 2007 2008 2007-2008

Revenies
Program revenues

Charges for services $2.6 $1.8 $4.0 $4.1 $6.6 $5.9 ~10.1%

Operating grants and contributions 8 9 - - 8 9 12.5%

Capital grants and contributions - 5 3 - 3 ) 66.7%
General revenues

Property taxes 3.4 3.4 - - 3.4 34 0.0%
Other taxes 25 2.8 - - 2.5 2.8 12.0%
Other .9 1.0 - - 8 1.0 11.1%
Total revenues 16.2 10.4 4.3 4.1 14.5 14.5 0.0%
Expenses

General government 15 1.0 - - 1.6 1.0 -33.3%
Planning 1.0 .8 - - 1.0 8 -20.0%
Public safety 32 33 - - 3.2 33 31%
Community development g 8 - - 9 8 -11.1%
Parks and recreation 4 4 - - 4 A 0.0%
Strests 5 ] - - 5 8 20.0%
Water - - 1.4 1.4 1.4 1.1 -21.4%
Wastewater - - 2.2 2.1 2.2 2.1 -4.5%
Interest 1.0 .9 - 1.0 9 -10.0%
Total expenses 8.5 78 3.6 3.2 12.14 11.0 “9.1%

Excess (deficiency) before transfers 1.7 26 7 B 2.4 3.5 45.8%
Transfers A A 1 -1 - -

Increase {decrease) in net assets 1.8 27 6 B 2.4 35 45.8%
Net assets, beginning of period 12.9 14.7 15.9 16.5 26.7 311

Net assets, end of period $14.7 $17.4 $16.5 17.2 $31.1 $34.6 11.3%
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Table A-3 presents the cost of each of the City's largest governmental programs — administration
or general government, safety, community development, and streets —

e The cost of all governmental activities this year was $7.8 miliion, a decrease of about $700,000
compared to fiscal 2007. The decrease was the result of declines in planning activity costs,

legal fees, and building costs.
FINANCIAL ANALYSIS OF THE CITY AS A WHOLE

o Of the $7.8 million cost of the City's governmental aclivities programs, our taxpayers paid for
only $4.5 million of the program costs. Some of the cost was paid by:

— Those who directly benefited from the programs $1.8 million or

- Other goverhments and organizations that subsidized cerain programs with grants and
contributions; another § 1.46 million

The City paid for the $4.5 million “public benefil” portion with essentially using the City's general
tax revenues.

Table A-3
Cost of City Cotati’'s Governmental Activities
(in miliions of dollars}

Percentage
Total Cost of Services Change
2007 20608 2007-2008
General Government $1.5 $1.0 +33.3%
Planning 1.0 8 -20.0%
Public Safety 3.2 33 3.1%
Community
development 9 8 -11.1%
Parks and recreation 4 A4 0.0%
Streets 5 B 25.0%
All other 1.0 .9 ~10.0%
Total §8.5 $7.8 -8.3%

The most significant cost changes in fiscal 2008 were caused by a reduction in planning activity
and lower legal fees. '

Business-Type Activities

Revenues of the City's business-type aclivities decreased by about 4.7 percent to $4.1 million as
a resulf of lower capital grants and connection fees. Operating expenses in water and wastewater
functions decreased by about $400,000 in fiscal 2008. (Refer to Table A-2.)

The cosis of operating the water system and wastewater systems in fiscal 2008 decreased {0
about $3.2 million.
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FINANCIAL ANALYSIS OF THE CITY'S FUNDS

As the City completed the year, its governmental funds reported a combined fund balance of
$14.73 million, about a $ 2.18 million increase over the last fiscal year.

The City's spending for general fund operations exceeded general fund revenues by about
$600,000 before interfund transfers. At year-end, the City's general fund had a $ .94 million fund
balance available to start the 2009 fiscal year. This is the third consecutive year in which the
general fund spending has exceeded its revenues by over $600,000 in a year.

There was 2n additional $1.8 million fund balance at year-end in the Redevelopment Agency's
Tax Increment Fund. Following are the other major funds and their associated year end fund
balances:

Redevelopment Low and Moderate Housing Fund $3,481,455
Inclusionary Housing Fund 3,080,338
South Sonoma Business Park Debt Service Fund 790,226
Redevelopment Debt Service Fund 1,101,655

The City's non-major funds ended the fiscal 2008 year with a combined fund balance of about $
3.47 million; an increase of $586,400 over the last fiscal year. Most of these resources can only
be used for street projects, community development projects, and other special purposes.

The City's water fund ended 2008 with about $ 561,500 set aside for future capital projects and
the wastewater fund ended 2008 with about $6.6 million in its capital improvement accounts,
Most of these restricted monies have been generated by capital connectioniimpact fees related fo
new development within the City. In addition, these two funds aiso had about $1.82 million in
cash available for other purposes

General Fund Budgetary Highlights

QOver the course of the year, the City Council revised the City budget several times. These budget
amendments fall into two categories:

e Changes made at the midyear budget review for unanticipated revenues and costs.
= Increases in appropriations to prevent budget overruns.

Actual expenditures were $ 145,860 more than final budget amounts as a result of spending
reductions by all departments except public safety and community development.

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

At the end of 2008, the City had invested $20.8 million in a broad range of capiial assets,
including equipment, vehicles, buildings, park facilities, and water and wastewater systems. (See
Table A-4.) Because this amount is net of accumulated depreciation, there was a net change in
the total net investment in capital assets in fiscal 2008 of about $1,688,300.
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Capital Asset and Debt Management({ Continued)

Tahie A-4
City of Gotati’s Capital Assets
{net of depreciation, in millions of dollars)

Total
Percentage
Governmental Activities Business-type Aclivities Total Change
2007 2008 2007 2008 2007 2008 2007-2008
Land $4.3 4.3 $ - $ - $4.3 $4.3 -
Buildings 54 54 - - 54 5.4 -
Equipment 8 8 5 8 1.3 1.5 15%
Improvements 4.9 8.5 3 3 5.2 6.8 31%

. Vehicles B 4 6 4 -34%
Waterjwastewater system - - 8.0 9.8 8.0 9.8 23%
Construction in progress 2.1 1.3 1.1 1.0 3.2 23 -28%
Accumulated depreciation {5.4) (5.8) (3.4} {3.7) (8.8} {9.5) 8%
Total $12.7 $13.0 $6.5 $8.0 $19.2 $20.9 8%

This year's major capital assets additions included:
2 About $651,000 added to construction in progress for improvemenis to East Cotati Avenue

o About $1.4 million in capitalized construction costs for the East Cotati Avenue water line
upgrade and an additional $181,670 for the Cypress Avenue tank project

= About $90,000 in construction in progress for the main sewer trunk line project

Additional information about capital assets can be found starting on page 28 and 28 of the notes
to the basic financial statements.

i.ong-term Debt

No new long-term debt was issued in fiscal year 2008. The City did retire $320,000 in jong-term
bonded debt during fiscal 2008. All debt service payments were when and as required.

Additional information about the City's long-ferm obligations can be found starting on page 30 of
the notes to the basic financial statemenis. :

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

For the 2009 fiscal year, general fund revenue projections have been conservative compared to
higher revenue projections in the past years.

e The budget projects that there will be about a 8 percent decrease in general fund revenues
« The budget will require use of general fund resources available from the 2008 fiscal year

e  No Utility user fee rate increases have been anticipated in fiscal year 2009.

10



MANAGERENT'S DISCUSSION AND ANALYSIS!

¢ The budget will require use of general fund resources available from the 2008 fiscal year
e No Utility user fee rate increases have been anficipated in fiscal year 2009.

» No tax increases are proposed for fiscal 2009,

e Minimai general fund user fee increases have been approved for fiscal 2009,

The 2009 budget has proposed capital project spending of about $2.3 million with $1.4 million for
street related projects.

As fo the City's business-type activities, about $650,000 is expecied to be spent in 2009 to make
capital improvements,

CONTACTING THE CITY'S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, and investors and
creditors with a general overview of the City's finances and {0 demonsirate the City's
accountability for the money it receives. If you have questions about this report or need additional
financial information, contact the Director of Administrative Services, City of Cotati, 201 West
Sierra Avenue, Cotatfi, CA 94831.

11



GITY OF COTAT!
Statement of Net Assels
June 30, 20608

Governimenial  Business-Type
Activities Activities Total
ASSETS
Current assets:
Cash and investments $ 10,840,861 $ 1,827,843 12,668,704
Net receivables 909,150 641,879 1,651,029
Prepayments 7,655 171 7,826
Total current assets 11,757,666 2,469,893 14,227 559
Noncurrent assets:
Cash and cash equivalents 3,523,871 7,200,774 10,724,645
Long-term notes receivable 2,028,248 2,704 2,031,952
Other long-term receivables 5,655,610 - 5,655,610
Debt issuance costs 159,799 - 159,799
Net capital assets 12,988,337 7,880,474 20,878,811
Total noncurrent assets 24,356,865 15,083,952 39,450,817
Total assets $ 36,114,531 $ 17,563,845 53,678,376
LIABILITIES
Current liabilities:
Accounts payable and accrued expenses 3 405,517 $ 169,574 575,091
Due fo other governments 27,683 - 27,683
Compensated absences 60,000 118,192 178,192
Deposiis 170,003 59660 229,663
Deferred revenue - 2,704 2,704
Acorued interest payable 308,776 - 308,776
Bonds due within one year 335,000 - 335,000
Totad current liabilities 1,306,979 350,130 1,657,109
Long-term liabilities due in more than one year:
Tax aliocafion bonds 11,660,000 - 11,660,000
Special assessment bonds 5,480,000 - 5,490,000
Bond discount (133,206) - (133,206)
Compensated absences 405,554 - 405,564
Total long-term liabilities 17,422,348 - 17,422,348
Total liabilities 18,729,327 350,130 19,079,457
NET ASSETS
Invested in capital assets, net of
related debt 1,371,342 7,850,474 9,261,818
Restricted for:
Capital projects and redevelopment 5,252 162 7,200,774 12,452,936
Housing 7,552,628 - 7,552,628
Debt service 1,663,105 - 1,663,105
Other purposes 861,039 - 861,039
Unrestricted 684,928 2,122,467 2,807,395
Total net assets 17,385,204 17,213,715 34,598,919
Totat liabilities and net assets $ 36,114,531 $ 17,563,845 53,678,378

See accompanying notes to the basic financial staternents

12
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CITY OF COTATI
Reconciliation of the Statement of Revenues,
Expenditures and Changes in Fund Balances of
Governmental Funds to the Statement of Activities

For the Fiscal Year Ended June 30, 2008

Net Change in Fund Balances - Total Governmental Funds

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

Governmental funds report capital outlays as expendiiures,
However, in the statement of activities, the cost of those
assets is aliocated over their estimated useful lives as
depreciation expense. This is the amount by which capital
outtays exceeded depreciation in the current period.

Governmental funds report debt issuance costs and bond discounts as expenditures.
However, in the statement of activilies, debt issuance costs and bond discounts are
capitalized and amortized fo expense over the life of the debt

Governmental funds report long-term receivables but defer revenue from them
uniil collections are actually received. In the statement of activities, principal
coliections on receivables are not reported as revenues. Disbursements
made for long-term loans are recorded as expenditures in the funds, but
are not recorded as additions to receivables in the statement of activities

Governmental funds report payments on long-term debt as expenditures,
but such payments reduce liabilities in the statement of net assets and
therafore are not recorded as expenses in the statement of activities

Governmental funds report interest expenditures when payment is due, but
inferest expense is accrued in the statement of activities

Long-term obligations such as claims and compensated are recorded in the
governmental funds only when due, but are recorded as
liabilities in the staterment of net assets when incurred

Met adjustment to reconcile fo changes in net assets

Change in Net Assets of Governmental Activities

See accompanying notes to the basic financial statements
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5 2,185,380

285,571

(11,270)

(48,558)

320,000

4,056

(17,136)
532,663

$ 2.718,043



CITY OF COTATI
Statement of Net Assets
Proprietary Funds
June 30, 2008

Enterprise Funds

Water Wastewater Totals
ASSETS
Current assets: .
Cash and cash equivalents $ 973,898 $ 854145 $ 1,827,843
Accounis recesivable 295,988 345 881 641,879
Prepayments 89 82 171
Total current assets 1,269,775 1,200,118 2,469,893
Noncurrent assets:
Other assets:
Notes receivable 1,018 1,686 2,704
Cash and cash equivalents 561,548 6,639,228 7,200,774
Net other assels 562 564 6,640,914 7,203,478
Capital asseats:
Reservoirs 1,160,215 - 1,160,215
Pipelines and meters 3,063,894 4,251,861 7,315,755
Water wells 1,278,585 - 1,278,585
Imrovemenis 187,018 134,393 321,411
Equipment 283,810 335,692 619,502
Less accumulated depreciation {2,016,638) (1,742,298) (3,758,936)
3,956,884 2,979,648 6,036,532
Construction in progress 558 504 305,438 953,842
Net capital assels 4,515,388 3,375,086 7,880,474
Tota! noncurrent assets 5,077,952 10,016,000 15,003,052
Total assels $ 6,347,727 $ 11,216,118 $ 17,563,845
LIABILITIES
Current liabilities:
Accounts payable 5 91,174 $ 5474 ] 96,648
Accrued liabilities 72,926 - 72,926
Compensated absences 64,583 53,609 118,192
Deferred revenue 1,018 1,686 2,704
Deposits 59,660 - 59,660
Total current liabilities 289,381 80,769 350,130
NET ASSETS
invested in capital assets, net of related debt 4,515,388 3,375,086 7,890,474
Restricted 561,546 6,639,228 7,200,774
Unrestricted 981,432 1,141,035 2,122 467
Total net assets $ 6,058,366 $ 11,155,349 $ 17,213,715

See accompanying notes to the basic financial statements
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Statement of Revenues, Expenses, and Changes in Fund Net Assetls

CITY OF COTATI

Proprietary Funds
For the Fiscal Year Ended June 30, 2008

OPERATING REVENUES
Charges for services
Other operating revenues

Total operating revenues

OPERATING EXPENSES
Personnel services

Contractuat services
Intergovernmential treatment costs
Uitilities

Purchased water

Supplies and materials

Insurance, claims, and expenses
Depreciation

Total operating expenses

Operating income (loss)

NON-OPERATING REVENUES (EXPENSES)
Interest and investment revenue

Net non-operating revenues (expenses)

Income before contributions and transfers
Contributions and transfers
Capital contributions
Transfers out
Total contributions and transfers

Change in net assets

Total net assets, July 1

Total net assets, June 30

Enterprise Funds

Water Wastewater Totals
$ 1,365,695 $ 2,208,196 $ 3,573,801
50,018 125,420 175,438
1,415,713 2,333,616 3,749,329
336,797 306,233 643,030
141,969 38,807 148,576
- 1,561,979 1,561,979
41,220 1,682 42 802
378,629 - 378,629
57,618 52,168 119,786
46 417 43,074 80,391
161,710 139,817 301,527
1,144,360 2,142 360 3,286,720
271,353 191,256 462 609
88,542 251,350 339,892
88,542 251,360 339,802
358,805 442,606 802,501
10,989 21,161 41,150
{40,796) {53,084) (93,890)
{20,807) {31,933) (62,740)
339,088 410,673 749,761
5,719,278 10,744,676 16,463,954
$ 6,058,366 $ 11,155,349 $ 17.213,715

See accompanying notes fo the basic financial statements
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CITY OF COTATH
Statement of Cash Flows
Proprietary Funds

For the Fiscal Year Ended June 30, 2008

CASH FLOWS FRON OPERATING ACTIVITIES
Receipts from customers
Payments to suppliers
Payments fo employees

Net cash provided by (used for)
operating activities

CASH FLOWS FRORM NONCAMTAL,
FINANCING ACTIVITIES
Transfers o other funds

Net cash provided by noncapital
financing activities

CASH FLOWS FROM CAPITAL AMD RELATED
FINANCING ACTIVITIES

Capital confributions

Purchases of capital assels

Net cash provided by (used for) capital and
related financing activities

CASH FLOWS FROM INVESTING ACTIVITIES
inferest receipts

Net cash provided by investing activities

Net increase (decrease) in cash and
cash equivalenis

Cash and cash equivalents-beginning of the year

Cash and cash equivalents-end of the year

Enterprise Funds

Water Wastewater Totals
$ 1,377,580 $ 2,322,724 $ 3,700,314
(670,040) {1,726,617) (2,396,657)
(339,553) {310,762) {650,315)
367,097 285,345 653,342
{40,796) (53,084) (93,890)
(40,796) (53,094) {93,890}
19,989 21,161 41150
(1,522,630) (118,731) {1,641,361)
{1,502,641) {97,570) {1,600211)
88,542 251,350 330,882
88,542 251,350 339,892
{1,086,898) 386,031 {700,867)
2,622,142 7,107 342 9,729,484
$ 1,535,244 $ 7,483,373 $ 9,028,817

See accompanying notes to the basic financial statements



CITY OF COTATH
Statement of Cash Flows
Proprietary Funds
For the Fiscal Year Ended June 30, 2008

Enterprise Funds

Water Wastewater Totals
Recongiliation of operating income (loss) to
net cash provided by operating activities:
Gperating income (loss) $ 271,353 $ 191,256 $ 462,609
Adjustments to reconcite operating income to
net cash provided by operating aclivities:
Depreciation expense 161,710 139,817 301,627
Change in assetls and liabilities:
Receivables, net (34,875) {9,300) {44,175)
Prepayments (89) (82) (171)
Accounts payable (24,187) (30,225) (54,4123
Other labilities {5,915) 6,121) {12,036)
Net cash provided by {used for) ‘
operating activities $ 367,997 % 285,345 $ 653,342

Noncash capital financing activities:
None.

See accompanying notes to the basic financial staterments
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1.

CITY OF COTAT!
Notes to the Basic Financial Statements
June 30, 2008

Summary of Significant Accounting Policies
A, Reporting Entity

The City of Cotati is a municipal corporation governed by an elected five member City Council.
The accompanying financial staterments present the government and its component units, entities
for which the government is considered to be financially accountable.

The Redevelopment Agency of the City of Cotati and the Cotati Faciiities Financing Authority are
legally separate entities for which the City is financially accountable and it is governed by the
elected City Council. The financial activities of the Agency and Authority are blended with those of
the City and are reported in the City's governmental funds, and as capital assets of the City and
debt obligations of the City.

B. Governmeni-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net assets and the statement of
changes in net assets) report information on all of the nonfiduciary activities of the City. For the
most part, the effect of interfund activity has been removed from these statements. Governmental
activities, which normally are supported by taxes and intergovernmental revenues, are reported
separately from business-fype activities, which rely, to a significant extent on fees and charges for
support.

The statement of activities demonstrates the degree fo which the direct expenses of a given
function or segment are ofiset by program revenues. Direcf expenses are those that are clearly
identifiable with a specific function or segment. Program revenues include 1) charges fo
customers or applicanis who purchase, use, or directly benefit from goods, services, or privileges
provided by a given function or segment and 2) grants and confributions 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 and proprietary funds. Major
individua! governmental funds and major individual enterprise funds are reporied as separaie
columns in the fund financial statements.

C. WMeasurement Focus, Basis of Accounting, and Financial Statement Presentation

The government-wide financial statemenis are reporied using the economic resources
measurement focus and the accrual basis of accounting, as are the propriefary fund financial
sfatements. Revenues are recorded when earned and expenses are recorded when a liability is
incurred, regardiess of the timing of related cash flows. Properly taxes are recognized as
revenues in the year for which they are levied. Grants and simifar items are recognized as
revenue 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 recognized 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 thereafier to pay liabilities of the
current period. For this purpose, the government considers revenues to 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, as well as expenditures related to compensated absences and claims and
judgments, are recorded only when payment is due,
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CITY OF COTATI
Notes to the Basic Financiat Statements
June 30, 2008

Note 1. Summary of Significant Accounting Policies (continued)

C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation
(Continuad)

Property taxes, sales taxes, other taxes, licenses, and interest associated with the current fiscal
period are all considered to be susceptibie to accrual and so have been recognized as revenues
of the current fiscal pericd. Only the portion of special assessments receivable due within the
current fiscal period is considered to be susceptible to accrual as revenue of the current period.
All other revenue items are considered to be measurable and available only when cash is
received by the government.

The City reports the following major governmental funds:
The General Fund is the government's primary operating fund. It accounts for all financial
resources of the general government, except those required to be accounted for in another fund.
The Redevelopment Agency’s Tax Increment Fund (a Capital Projects Type Fund) is
maintained to account for the tax increment revenues used to fund debt service and other
redevelopment activities. The Redevelopment Agency’'s Debt Service Fund is used to account
for payments of principal and interest on tax allocation bonds.
The Redevelopment Agency’s Low and Moderate Income Housing Fund is maintained to
account for the 20% of fax increment revenues required o be used for affordable housing.
The City's Inclusionary Housing Fund used to account for in lieu impact fees resfricted in use fo
inclusionary housing purposes.
The South Sonoma Business Park special assessment debt service fund used fo charge
landowners for the financing provided to develop the business park.

The City reports the following major proprietary funds:

The water fund accounts for the operations of the Cify's water treatment and distribution
system. The wasfewater fund accounts for the operation of the City's wastewater collection
activities.

Private-sector standards of accounting and financial reporting issued prior to December 1, 1989,
generally are followed in the government-wide and proprietary fund financial statements o the
extent that those standards do not conflict with or contradict guidance of the Governmental
Accounting Standards Board. Governmenis also have the option of following subsequent private-
sector guidance for their business-type activities and enterprise funds, subject to this same
limitation. The government has elected not to follow subsequent private-sector guidance.

As a general rule the effect of interfund activity has been eliminated from the government-wide
financial stafements. Exceptions to this general rule are paymenis-in-ieu of taxes and other
charges between the City's water and wastewater function and other functions of the City.
Elimination of these charges would distort the direct costs and program revenues reported for the
various functions concerned.

Amounts reported as program revenues include 1) charges to customers or applicants for goods,
services, or privileges provided, 2) operating grants and contributions, and 3) capital grants and
contributions, including special assessments. Internally dedicated resources are reported as
general revenues rather than as program revenues. Likewise, general revenues include all taxes.

Proprietary funds distinguish operating revenues and expenses from nonoperating items.
Operating revenues and expenses generally result from providing services and producing and
delivering goods in connection with the proprietary fund's principal ongoing operations. The
principal operating revenues of the City's enterprise funds are charges to customers for sales and
services. Operating expenses for the enterprise funds include the costs of sales and services,
administration costs and depreciation on capital assets. All revenues and expenses not meeting
this definition are reported as nonoperating revenues and expenses.
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CITY OF COTATI
Notes to the Basic Financial Statements
June 30, 2008

Note 1. Summary of Significant Accounting Policies (Continued)
B. Assets, Liabilities, and Net Assets or Equity
1. Deposits and Investmenis

The City is authorized by its most recent investment policy to invest in the State of California
Local Agency Investment Fund, U.S. Treasury bonds, bills, and notes, obligations issued by US
Government agencies, bankers acceptances, repurchase agreements, and time deposits and
savings and demand accounts.

The City's cash and cash equivalents are considered to be cash on hand, demand deposits, and
short term investments with original maturities of three months or less from the date of
acquisition,

Investmenis for the City are reported at fair vaiue. The State Treasurer's Investment Pool
operates in accordance with appropriate state laws and regulations. The reported value of the
pool is the same as the fair value of the pool shares.

2. Receivables and Payables

Activity between funds that are representative of lending/borrowing arrangements outstanding at
the end of the fiscal year are referred {o as either “due toffrom other funds" (i.e., the current
portion of interfund loans) or "advances foffrom other funds” (i.e., the non-current portion of
interfund loans). All other outstanding balances between funds are reported as “due toffrom other
funds.” Any residual balances ouistanding between the governmenial activities and business-type
activities are reported in the government-wide financial statements as “internal balances.”

Advances between funds, as reported in the fund financial statements, are offset by a fund
balance reserve account in applicable government funds to indicate that they are not available for
appropriation and are not expendable available financial resources.

All trade and property tax receivables are not shown net of an allowance for uncollectibles.

Property taxes are levied as of March 1 on property values assessed as of the same date. Siale
statutes provide that the property tax rate be limited generaily to one percent of market value, be
levied by only the County, and be shared by applicable jurisdictions. The County of Sonoma
collects the taxes and distributes them fo taxing jurisdictions on the basis of assessed valuations
subject to voter-approved debt. Property taxes are due on November 1 and March 1, and become
delinguent on December 10 and Aprit 10. The City receives property taxes pursuant to an
arrangement with the County known as the “Teeter Plan”. Under the plan, the County assumes
responsibility for the collection of delinquent taxes and pays the full allocation to the City. The City
recognizes property tax revenues in the fiscal year in which they are due to the City.

3. Inventories and Prapaid ltems

Al inventories are valued at cost using the firstinffirst-out (FIFO) method. Inventories of
governmental funds are recorded as expendifures when used or censumed.

Certain payments fo vendors reflect costs applicable to future accounting periods and are
recorded as prepaid items in both government-wide and fund financial statements.
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CITY OF COTAT!
Motes to the Basic Financizl Statements
June 30, 2008

Note 1. Summary of Significant Accounting Pelicies (Continued)
D. Assets, Liabilities, and Net Assets or Eguity {Continued)
4. Capital Asseis

Capital assets, which include property, plant, equipment, and infrastructure assets (e.g., roads,
bridges, sidewalks, and similar items), are reported in the applicable governmental-type or
business-type activities columns in the government-wide financial statements. Capital assets are
defined by the government as assets with an initial, individual cost of more than $ 1,000 ($50,000
for infrastructure type assets) and an estimated usefui life in excess of one year. Such asseis are
recorded at historical cost or estimated historical cost if purchased or constructed. Donated
capital assets are recorded at estimated fair market value at the date of donation. Under the
GASB 34 Implementation Rules, the City is 2 Phase 3 entity and was not required to record
infrastructure assets existing or acquired prior to July 1, 2002 at the date these new financial
reporting standards were implemented; and the City has not recorded such assets. The costs of
normal maintenance and repairs that do not add fo the value of asset or materially extend assets
lives are not capitalized.

Major outlays for capital assets and improvements are capitalized as projects are constructed.
Interest incurred during the construction phase of capital assets of the business-type activities is
inciuded as part of the capitalized value of the assets constructed.

Property, plant, and equipment of the City is depreciated using the straight line method over the
following estimated useful lives:

Assets Years
Buildings and improvemenis 30
Public domain infrastructure 50
System infrastructure 10-40
Vehicles and equipment 7-10

5. Compensated Absences

it is the government’s policy to permit employees to accumulate earned but unused leave bank
{(vacation and sick pay benefits). There is a liability for a portion of unpaid accumulated sick leave
since the City does have a policy fo pay certain amounts when employees separate from service
with the City. All leave bank pay is accrued when incurred in the government-wide and proprietary
fund financial statements. A liability for these amounts is reporied in the governmenial funds only
if they have matured, for example, as a result of empioyee resignations and retirements.

8. Long-term Obligations

In the government-wide financial statements, and the proprietary fund types in the fund financial
statements, long-term debt and other long-term obligations are reported as liabilities in the
applicable governmental activities, business-type activities or proprietary fund type statement of
net asseis.

7. Fund Equity
In the fund financial statements, governmental funds report reservations of fund balance for
amounts that are not available for appropriation or are legaily restricted by outside parties for use

for a specific purpose. Designations of fund balance represent tenfative management plans that
are subject fo change.
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CITY OF COTATI
Notes to the Basic Financial Statements
June 30, 2008
8. Comparative Data

Comparsative total data for the prior year have been presented in order fo provide an
understanding of the changes in net assets. Also, certain amounts presented in the prior year
data have been reclassified to be consistent with the current years' presentation.

2.  Reconciliation of Government-wide and Fund Financiai Statements

A. Explanation of Certain Differences Between the Governmental Fund Balance Sheet
and the Government-wide Statement of Net Assets

The governmental fund balance sheet includes reconcifiation between fund balance — fotal
governmental funds and net assets ~ governmental activities as reported in the government-wide
statements of net assets. One element of that reconciliation explains that "capital assets are not
financial resources and are not reported in the funds.” The detalls of this § 12,988,337 difference
are as follows:
Capital assels $ 18,877,069
Less: Accumuiated depreciation (5,868,732)

Net adjustment to increase fund balance ~ total governmental
funds fo arrive at netf assets - governmental activities 12 7

Another element of the reconciliation explains that "long-term liabilities" are not due and payable
in the current period and are therefore not reported in the funds. The details of this $17,950,554
difference are as follows:

Long-Term Debt Obligations

Tax allocation bonds $ 11,910,000
Special assessment bonds 5,675,000
Compensated absences 465 554

Net adjustment to decrease fund balance total governmental
Funds to arrive at net assets - governmental activities $_( 17.950554)

B. Explanation of Certain Differences Between the Governmental Fund Statement of
Revenues, Expenditures, and Changes in Fund Balances and the Government-wide
Statement of Activities

The governmental fund statement of revenues, expenditures, and changes in fund balances
includes reconciliation between net changes in fund balances — total governmental funds and
changes in net assets of governmental activities as reported in the government-wide statement
of activities. One element of that reconciliation explains that “Governmental funds report capital
outlays as expenditures. However, in the statement of activities the cost of these assels is
allocated over their estimated useful lives and reported as depreciation expense.” The details of
this $ 532,663 difference and other significant components of the difference are as follows:

Capital outlay $ 868,859
Depreciation expense (667,940)
Loss on disposal of capital assets (15,148)
Repayment of long-term debt principal 320,000
Other items (72.908)

Net adjustment to increase nef changes in fund balances —
folal governmental funds to arrive at changes in net assets
of governmental activities 532,663
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Motes to the Basic Financial Statements
June 30, 2008

2. Stewardship, Compliance, and Accountability
A. Budgetary Information

Annual budgets are adopted on a basis of consistent with generally accepted accounting
principles for all governmenial funds. Appropriations lapse at fiscal year end. The appropriated
budget is prepared by fund, function and department. The City Manager may make transfers of
appropriations within a department. Transfers between departments and other changes require
City Council approval. The legal level of control is the department and fund level. The Council
made supplemental appropriations during the fiscal year. Encumbrance accounting is not
employed in governmental funds. Expenditure budgets were exceeded by the Inclusionary
Housing fund {$2,846) and the general fund ($145,860).The expenditures were funded by
available resources.

4. Detailed Motes on All Funds
A. Deposits and Investments

Deposits and investments at June 30, 2008 consisted of the following:

Pooled demand deposits $ 187,048
Pooled investments 22,098,780
Investments with trustees 1,107,621

Total deposits and investments $ 23,393,349

Custodial Credit Risk - Deposits. Custodial credit risk is the risk that in the event of a bank
failure, the City's deposits may not be returned to it. The City's policy for deposits is that they will
be made only in institutions in California, they shall be insured or collateralized with United
States backed securities, and time certificates of deposit shall have a maturity of less than three
years. At June 30, 2008, $284,591 of the City's bank balances of § 394,501 was exposed to
credit risk as follows:

Uninsured and collateral held by pledging banks agent
but not in the City's name: _ $ 284 591

Investments - At June 30, 2008 the City had the following investments,

Investment Maturities Fair Value
State Investment Pool(LAIF) Average 212 days $ 20,838,601
Seonoma County Investment Pool Average 394 days 365,372
BlackRock Provident T-Fund Shares Average 120 days 1,107,812
Tamarack Money Market Fund Average 120 days 48,936
Negotiable Certificates of Deposit Average 270 days 745,581
Totals $ 23,206,301

Interest Rafe Risk - As a means of limiting its exposure to fair value losses arising from rising
interest rates, the City's investment policy limits the City's investment portfolio to maturities
prescribed in Sections 53600 through 53609 of the California Government Code which for the City is
securities with 2 maturity of five years or less at the time of purchase.

Credif Risk - State law limits investments in various securities to certain level of risk ratings issued
by nationally recognized statistical rating organizations. It is the City's policy to comply with State law
as regards securifies ratings. The City's investment in mutual funds wes rated AAA by Moody's
Investor Service. The State and County Investment Pools are unrated.
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4. Detafled Motes on All Funds (Continued)
A. Deposits and Invesiments(Continued)

Custodial Credit Risk - For an investment, custodial credit risk is the risk that, in the event of the
failure of a counterparty, the City will not be able to recover the value of its investments or collateral
securities that are in the possession of an ouiside party. Of the City's $745,581 investment other
than the Pools and mutual funds, the entire $745,581 in underlying securities are held by the
investment's counterparty in the name of the City. The City's investmeni policy specifies that
securities are to be heid by a third party, other than the counterparty, in the City's name, whenever
possible. The investment in the State and County Pool and mutual funds are not subject o custodial
credit risk because the investments are not evidenced by specific securities.

Restricted Cash and Cash Equivalents — The $3,523,871 restricted in the governmental activities
statement of net assets represents resources in the City's debt service funds and the tax allocation
bond proceeds fund. The $7,200,774 in the business-type activities statement of net assets
represents capital improvement funds to be used for funding major capital assets and facilities.

8. Receivables

Receivables as of year-end for the government's individual major and nonmajor funds in the
aggregate, net of the applicable allowances for uncollectible accounts, are as follows:

General Other Maijor Nonmajor TFotal

Fund Funds Funds Governmental Waier Wastewater
Accounts $ 56,231 $ 1,455 $ ev7 % 58863 $205 088 $ 345,891
Taxes 214,521 - - 214,521 -
Governments 21,762 - 599,304 621,066 -
Interaest 5,352 8,548 - 14,800 -
Notes and loans 53,304 1,875,944 - 2,029,248 1,018
Assessmenis - 5,655,000 610 5,655 610 -
Totals $ 351,170 3 7,641,947 $ 600,691 3 8,594,008 $297,008 $ 347,577
C. Interfund Transfers, receivables and payabies
1. The composition of interfund transfers of June 30, 2008, is as follows:

Redevelopment Other Total
General Debt Service Governmental Transfers

Transfers In: Fund Fund Funds Out
Transfers Out:
General fund 3 - 5 - $ 10,613 $ 10,513
Fax Increment fund - - 1,414,056 1,414,056
L ow Moderate fund - 72,260 72,260
Other funds 267,978 808,480 10,246 1,086,714
Waterfwastewater 93,890 - 93,890
Totals $ 361,868 $ 808,490 $ 1,607,075 $ 2,677,433

The primary transfers out of the nonmajor funds were made to fund redevelopment projects, debt
service on the tax aliocation bonds, and fo provide funds to the City’s general fund for projects
carried out by the general fund. These are recurring types of fransfers.
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June 30, 2008

4. Detailed Notes on All Funds (Continued)

2. The composition of interfund balances was:

Receivable Fund
Generati:

Nonmajor Payable Fund

State grant fund

Gas tax fund

South Sonoma Business Park fund
CDBG Fund

Total

The advances were made for cash flow purposes.

D. Capital Assets

Amount
$ 530,117
18,002
3,131
4,106
$ 555 356

Capital asset activity relating to governmental activities for the year ended June 30, 2008 was as

follows:

Governmental activities:
Capital assets, not being depreciated

Land
Construction in progress

Total capital assets, not being depreciated

Capital assets, being depreciatec:
Buildings

Machinery and equipment

Vehicles

Improvements

Total capital assets being depreciated
Less accumulated depreciation for:
Buildings

Machinery and equipment

Vehicles

improvements
Total accumulated depreciation

Total capital assets, being depreciated, net

Governmental activities capital assets, net

Beginning

Balance increases Decreases Ending Balance
$ 4,343,833 § -3 - % 4,343,833
2,047,076 779,004 {1,508,585) 1,317,585
6,390,809 779,094 (1,508,585} 5,661,418
5,440,189 - - 5,440,189
790,079 74,668 - 864,747
567,282 - (118,127} 449,165
4,938,078 1,523,482 - 6,461,560
11,735,628 1,598,150 {118,127} 13,215,651
(850,864) {137,253} - (988,117)
{685,568) (63,172) 8 {758,732)
{397,011) (36,118) 101,501 {331,828)
(3,480,330} {331,397) 1472 (3,810,265}
(5, 423,771) {567,840) 102,979 (5,888,732}
6,311,857 1,030,210 {15,148} 7,326,919
$ 12,702,766 $ 1,809,304 8 (1,523,733) & 12,988,337

Construction in progress, at June 30, 2008, represents primarily cost incurred related to
consiruction improvements to the city's street system.
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4. Detailed Notes on Alt Funds (Continued)

D. Capital Asseis

Capital asset activity relating fo business-type activities for the year ended June 30, 2008 was as

follows:

Business-type activities:

Capital assets, not being depreciated
Land
Construction in progress

Total capital assets, not being depreciated

Capital assels, being depreciated:
Water welis

Reservoirs
Improvements

Pipelines and collection system
Equipment

Total capital assets being depreciated

Less accumulated depreciation for:
Water wells
Reservoirs
Improvements
Pipelines and collection system

Equipment
Total accumulated depreciation

Total capital assets, being depreciated, net

Business-type activilies capital assefs, net $ 6,477,714 3%

Beginning Ending

Balance Increases Decreases Balance
$ - - % - 5 -
1,143,707 177,730 (367,495) 953,042
1,143,707 177,730 (367,495) 953,942
1,278,584 - - 1,278,584
1,160,215 - - 1,160,215
292,932 28,479 - 321,411
5,516,685 1,789,080 - 7,315,755
542 990 76,51 - 619,503
8,791,416 1,904,062 - 10,685,468
(651,110) {30.677) - {681,787)
(275,551) (29,008) - (304,556)
{176,081) (20,938) - (197,018}
(1,980,295) (180,612) - {2,160,907)
{374,372) {40,295) - {414,667)
(3,457, 409) {301,527) - (3,758,036)
5,334,007 1,802,525 - 6,936,532
1,780,256% (367,495 % 7,880,474
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Tax Alfocation Refunding Bonds 2004-Series A

Notes fo the Basic Financial Statemenis
June 36, 2008

CITY OF COTATI

4, Detailed Notes on All Funds (Continued)

D. Capital Assets (Continued)

Depreciation expense was charged to functions/programs of the City as follows:

Governmental activities:

General government
Public safety
Infrastructure-Streets
Parks and recreation

Total depreciation expense-governmental activities

Business-type activities:

Water
Wastewater

Total depreciation expense-governmental activities

Long-Ferm Debt

87,214
150,769
219,089
116,858

667,840

161,710
138,817

301,827

In June, 2004, the Cotati Facilities Financing Authority issued $5,610,000 in its 2004 Series A tax
allocation refunding bonds. The Authority is authorized to issue up fo $20 million in tax allocation
bonds. The Authority entered into a loan agreement with the City's Redevelopment Agency wherein
the Agency in substance is to pay the principal and interest on the bonds. Because of this special
financing arrangement between two component units of the City, the transactions between the
Agency and the Authority as well as related receivables and payables have been eliminated from
these basic financial statements.

Future debt service requirements are:

Fiscal Year Principal Interest Total

2009 § 185,000 $ 231,493 416,483
2010 190,000 225,395 415,395
2011 200,000 218,465 418,465
2012 205,000 210,768 415,768
2013 215,000 202,362 417,362
2014-2018 1,220,000 860,703 2,080,703
2019-2023 1,390,000 548,744 1,938,744
2024-2028 280,000 314,500 594,500
2029-2033 300,000 299,813 599,813
2034-2036 900,000 69,188 969,188
Totals $ 5085000 $ 3,181,431 $ 8,266,431
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4. Detailed Notes on All Funds (Continued)

E. Long-Term Debi(Continued)

Tax Allocation refunding Bonds 2004-Series A-(Continued)

Payment of bond debt service on the 2004 tax allocation bonds is secured by a first pledge and lien
on all of the Agency's revenuas. Such revenues are the tax increment allocated to the project area
less statutory housing obligations and the County, Library, and Fire District's share of such tax
increment. Payment of interest and principal on the bonds is also insured by a financial guaranty
policy. interest and principal on the bonds is payable each March 1 and September 1 through
2036.The bonds bear interest at rates from 1.60 to 5.125 percent.

Tax Allocation Bonds 2001 Series A

On November 14, 2001, The City's Redevelopment Agency issued $ 6,960,000 in subordinate {ax
allocation bonds, series 2001A, to advance refund and refire two capital leases and provide
additional project funds. The tax allocation bonds consisted of $1,510,000 in serial bonds bearing
interest at rates from 2 percent to 4.5 percent maturing each September 1 through 2021, $2,0560,000
in term bonds bearing interest at 5 percent and maturing September 1, 2026, and §3,400,000 in 5
percent term bonds maturing September 1, 2031. The term bonds are subject to mandatory sinking
fund earty redemption. Future debt service requirements are:

Fiscal Year Principal Interest Totatl

2000 $ 65,000 $ 329,714 $ 394,714
2010 65,000 327,553 392,553
2011 65,000 325,310 390,310
2012 70,000 322,878 302,878
2013 80,000 319,083 399,983
2014-2018 450,000 1,546,817 1,896,817
2019-2023 770,000 1,414,807 2,184,907
2024-2028 2,475,000 1,048,875 3,524,875
2029-2032 2785000 287,125 3,072,125
Totals $ 6,825,000 $ 5,924 162 $12,749,162

Speciaf Assessment Bonds With Governmental Cormmifment

The special assessment bonds were issued in an original amount of $5,875,000 for the purpose of
facilifating a wetlands mitigation project. The bonds are secured solely by assessments levied
against property owners within the assessment district and from monies on deposit in a reserve
fund. The City has no obligation to advance funds for payment of bond debt service. The City has
indicated, however, that it may at its own option and in its sole discrefion elect fo advance funds to
pay bond debt service to the extent of delinquencies. The bonds consist of 6.50 percent term bonds
due September 2, 2033. The term bonds are subject to mandatory redemption prior to maturity
commencing September 2, 2004, Future debt service is:

Fiscal Year Principal interest Total

20092 $ 85,000 $ 359,612 $ 444 612
2010 95,000 353,763 448,763
201 100,000 350,676 450,676
2012 105,000 340,763 445,763
2013 115,000 333,613 448 613
2014-2018 685,000 1,543,591 2,228,591
2019-2023 935,000 1,282,288 2,217,288
2024.2028 1,280,000 925,277 2,205,277
2029-2033 1,755,000 435,339 2,190,339
2034 420,000 13,650 433,650
Totals $ 5,575,000 $ 5038572 $ 11,513,572
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4. Detaited Notes on All Funds (Continued)

Lonrg-Term Debt (Continued)

Tax Allocation Bonds Pledged Revenues

The City's component unit redevelopment agency has pledged future tax increment revenues 1o
pay debt service on the 2001 and 2004 tax allocation bonds. Total principal and interest
remaining on the Agency’s bonds are $21,015,593. Debt service on the bonds is expected to
require less than 42 percent of tax increment revenues exciuding the 20 percent set aside
amounts. For the current fiscal year, principal and interest paid by the Agency and the tax
increment revenues (excluding the 20 percent set aside) was $810,102 and $1,970,360,

respectively.
Changes in Long-ferm liabilities

Long-term debt activity for the 2008 fiscal year was as follows:

Due
Beginning Ending Within
Batance Additions Reductions Balance One Year
Governmental
Activities:
2001 tax zliocation bonds, series A $ 6,885,000 3 - $ 60,000 $ 6,825,000 $ 65,000
2004 tax ailocation bonds, series A 5,265,000 - 180,000 5,085,000 185,000
Special assessmeni bonds 5,665,000 - 80,000 5,575,000 85,000
Compensated absences 448,418 77,136 60,000 465,554 60,000
Total $ 18,253,418 $ 77,136 $ 380,000 $ 17,950,554 $ 395000
8. Other Information
A, Risk Management

The City is exposed to varlous risks of loss related to toris, theft of, damage to, and
destruction of assets; errors and omissions; and natural disasters for which the City carries
insurance. The City, due to the costs of available coverage, participates as a member of the
Redwood Empire Municipal Insurance Fund (REMIF).REMIF provides joint protection
programs for public entities covering automobile, general liability, errors and omissions,
property and workers compensation claims. Under the program, the City has a $5,000
retention limit similar to a deductible with the REMIF being responsible for losses above that
amount up to $500,000 for liability losses, $300,000 for workers compensation claims, and
$25,000 for properiy damage. The Fund carries purchased excess commercial liability
insurance of $9.5 million in excess of its $500,000 limit, and a commercial property policy
for $200 million. Financial information pertaining to REMIF can be obtained from its

administrative offices at 414 W .Napa Street, Sonoma, California 95476.

Liabilities of the City are reported in the statement of net assets for the when it is probable
that a loss has occurred and the amount of the loss can be reasonably estimated. Liabilities
include an amount for claims that have been incurred but not reported (IBNRs). The resuit of
the process to estimate the claims liability is not an exact amount as it depends on many
complex factors, such as inflation, changes in legal doctrines, and damage awards.
Accordingly, claims are reevaluated periodically to consider the effects of inflation, recent
claim settlement trends (including frequency and amount of pay-oufs), and other economic
and social factors. The City's only exposure to claim liabilities would be for losses, if any, not
covered by REMIF. There have been no significant changes in insurance coverages in fiscal
2008. Settlemenis have not exceeded coverage for each of the past three fiscal years. The

City has no claim liabilities at June 30, 2008.
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QOther Information {Continued)

B. Confingencies and Commitments

Litigation. The City Is involved in litigation incurred in the normal course of conducting City
business. Although the outcome of these lawsuits is not presently determinable, in the opinion of
the City's counsel the resolufion of these matters will not have a material adverse effect on the
financial condition of the City.

Grants and allocations. Amounts received or receivable from grant agencies are subject o audit
and adjustment by grantor agencies, principally the federal and state government. Any
disallowed claims, including amounts already coliected, may constitute a liability of the
applicable funds. The amount, if any, of expenditures that may be disallowed by the grantor
cannot be determined at this time, although the City expects such amounts, if any, o be
immaterial.

Landfili Remediation. The City has been nofified by the County that a leachate problem has
been identified at a central solid waste landfill site. Under a proposed remediation plan, the City
would be required fo share in and fund a portion of such environmenial remediation costs.
Preliminary estimates are that the City's share of such cosis could exceed $ 2 million. This
matter has not vet been resolved, and no lisbility has been recorded in these financial
statements pending resolution and determination of the actual remediation costs and how and
by whom those costs are to be funded.

Surplus Housing Funds. The Component unit Redevelopment Agency had at June 30, 2007
$34,038 and at June 30, 2008 had $566,302 in excess funds (as defined in regulations) in its low
and moderate income housing fund. The Agency is required under regulations to expend or
encumber surplus funds, as defined, within & statutory 3 vear period, pay the excess over to
another housing agency, or be subject to sanctions imposed under related regulations

C. Jointly Governed Organizations and Operating Agreements

Jointly governed organizations are legal entities or other organizations that result from a
contractual arrangement and that are owned, operated, or governed by two or more participants
as a separate and specific activity subject to joint confrol in which the participants retain an
ongoing financial interest or ongoing financial responsibility. The City is a participant in the
following organizations other than the insurance authority described in the precading notes. The
City is a party to the following agreement agreements:

Santa Rosa Subregional Wastewater System. The City has an agreement with Systemn for the
freatment of wastewater as the City does not own or operate its own wastewater freatment plant.
The City's obligations under the agreement are to pay to the System its share of the costs of
operating the system and ireatment of wastewater. The City records these payments as
operating expenses in its wastewater enterprise fund

D. Pubiic Employees Retirement System

Pilan Description. The City of Cotati contributes to the California Public Employees Retirement
System (PERS), a cost sharing multiple-employer, public employee, defined benefit pension
plan. PERS provides retirement and disability benefits, annual cost-of-fiving adjustments, and
death benefits to plan members and beneficiaries. PERS acts as a common investment and
administrative agent for participating public entiies within the State of California. Benefit
provisions and all other requirements are established by the State statute and City ordinance.
The PERS issues publicly available financial report that includes the financial statements and
required supplementary information for the PERS Copies of PERS annual financial report may
be obtained from their executive office, 400 “P” Street, Sacramento, California 95814.
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5. Other Information (Continued)
B. Public Employees Retirement System

Funding Policy and Annual Pension Cost. Non-safety plan members are required to contribute 7
percent of their annual covered salary and safety members are required to contribute 9 percent.
The City has voluntarily agreed fo fund all of the plan members reguired contributions. In
addition, non-safety members are required to fund a porfion of the empioyer's required
contribution that is atfributable to an enhancement of the plan benefits for non-safety members.
The City is required to confribute at actuarially determined rates. The current rate is 12.072
percent for regular employees and 48.853 percent for safety employees, Contribution
requirements of plan members and the City are established by and may be amended by PERS.
The City's annual pension cost for the most recent three year period was as follows:

Three-year Trend of Information

Annual Pension Percentage of Net Pension

Plan Year Ending Cost APC Contributed Obligation

Regufar employees B6/30/06 $ 164,217 100% $ -
6/30/07 $ 187,722 100% $ -

6/30/08 $ 229,410 160% $ -

Safely employees 6/30/06 $ 354,243 100% $ -
6/30/07 $ 356,641 100% 3 -

6/30/08 3 551,417 100% $ -

E. Other Posi Employment Benefits

The City provides post employment health insurance benefifs to certain former employees pursuant
to a local agreement. The agreement is limited to the specified former employees and does not
cover other former employees, current employees, or future employees. There are four former
employees receiving such medical insurance benefits. The City funds these costs on a pay as you
go basis. For the fiscal year ended June 30, 2008, the City paid $19,950 for such benefits.

F. Restricted Net Assets and Designated Fund Balances

The $ 15,328,834 restricted amount in the governmental activities and the $7,200,774 in the
business-type activities statement net assets represent amounts to be used only for specific
purposes which restrictions are imposed by laws, formal agreements or other governments.

Reserved fund balances consisted of the following:

General
Purpose Fund Other Funds
Debt service $ - $ 1,891,881
Prepaymentis 7,415
Advances to other funds 555,356 -
Long-term notes receivable 53,304 -

$ 616,075 $ 1,801,881
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Required Supplementary Information
CITY OF COTATI
Budgetary Comparison Schedutle - General Fund
For the Fiscal Year Ended June 30, 20038

Budgeted Amounts
Variance with
Final Budget
Actual Positive
Criginal Final Amounis {Negative)
Fund Balance, Juiy 1 $ 1,167,988 $ 1,197,988 $ 1,197,988 $ -
Resources (infiows):
Property taxes 508,816 557,621 561,583 3,872
Sales taxes 2,105,083 2,353,496 2,321,377 {32,119)
Transfer taxes 125,000 109,951 77,990 (31,961
Other taxes 396,193 393,70 404,721 11,020
License permits 25,500 14,990 7.900 {7,080)
Fines and forfeits 84,000 108,966 116,381 7,415
Interest and rents 134,965 98,852 97,259 407
Intergovernmental 623,606 613,166 657,777 44 611
Charges for services 213,075 142,233 538,217 305,984
Miscellaneous 122,500 180,814 153,249 (27,565)
Transfers in 364,319 364,318 361,868 {2,451)
Amounts available for
charges to appropriations 5,001,055 6,134,097 6,496,320 362,223
Charges to appropriations:
General government:
Legislative 81,814 83,271 80,398 2,875
Clerk 238,408 241,418 228,865 14,553
Finance 108,239 135,675 111,835 23,740
Legal 110,200 166,400 158,864 7,536
Nondeparimental 218,378 250,340 244 962 5,378
Public info 48,011 47,931 7,471 40,460
Government buildings 148,440 158,451 136,556 21,895
Community development and
planning 540,459 438,638 787,894 (348,256)
Public safety:
Police 3,112,737 3,073,508 3,132,883 (58,385)
Highways and streets -
Streets 301,791 305,810 280,283 25,527
Engineering 38,275 43,419 37,164 6,255
Parks and recreation
Recreation 101,648 104,725 99,302 5,423
Cultural 5,637 1,838 1,938 -
Park mairtenance 248,210 244 736 229,809 14,927
Transfers out 16,349 104,725 10,513 04,212
Total charges {o appropriations 5,315,604 5,400,985 5,546,845 {145,860}
Fund Balance, June 30 $ 585,461 $ 733112 $ 949,475 $ 216,363
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Required Supplementary Information
CITY OF COTATI
Budgetary Comparison Schedule - General Fund

Note to RS
For the Fiscal Year Ended June 30, 2008

Nole A. Explanation of Difference Between Budgetary inflows and Outfiows and GAAP
Revenues and Expenditures:

Sourceslinfiows resources:
Actual amounts "available for appropriation” from budgetary
comparison schedule: $ 6,496,320
Differences - budget o GAAP;

The fund batance at the beginning of the year is a budgetary
resource but is not a current year revenue for financial reporting

purposes (1,197,988)

Transfers in are a budgetary resource but are not a current year
revenue for financial reporting purposes (361,868)

Total revenues as reported in the statement of revenues, expenditures
and changes in fund balances - governmental funds $ 4,936,464

Uses/ouiflows of resources:

Actual amounts "total charges to appropriations” from the budgetary
cormparison schedule $ 5,546,845

Differences - budget io GAAF:
Transfers to other funds are outflows of budgetary resources but
are not expenditures for financiat reporting purposes {10,513}

Total expenditures as reported in the statement of revenues,
expenditures and changes in fund balances - governmental funds $ 5,536,332
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Required Supplementary Information
CITY OF COTATI
Budgetary Comparison Schedule - inclusionary Housing Fund
For the Fiscal Year Ended June 30, 2008

Budgeted Amounts
Variance with
Final Budget
Actual Positive
Qriginal Final Amounts {Negative)
Fund Balance, July 1 $ 2,018,338 $ 2,916,338 $ 2,916,338 $ -
Resources (inflows):
Interest and rents 170,000 170,000 98,309 (71,691)
Charges for services:
Inclusionary housing fees 650,000 650,000 78,535 (571,465)
Transfers in - - - -
Amounts available for
charges to appropriations 3,736,338 3,736,338 3,093,182 {643,156)

Charges to appropriations:
Community development:

Legal - - 2,846 {2,8486)
Transfers out - - - -

Total charges to appropriations - - 2,848 (2,846)
Fund Balance, June 30 $ 3,736,338 $ 3,736,338 $ 3,000,336 $ (646,002)
Note A. Explanation of Difference Between Budgetary

Inflows and Qutflows and GAAP Revenues and Expenditures:

Sources/infiows resources:
Actual amounts available for appropriation from
budgetary comparison schedule above: $ 3,093182

Difference - budget to GAAP

The fund balance at the beginning of the year is a

budgetary resource but is not a current year revenue

for financial reporting purposes {2,916,338)

Total revenueas as reported in the statement of

revenues, expenditures and changes in fund
balances - governmentat funds $ 176,844
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Required Supplementary Information

CITY OF COTATI

Budgetary Compariscn Schedule - Redevelopment Low and Moderate Income Housing Fund

Fund Balance, July 1

Resources (inflows):
Property taxes
Interest and rents
Miscellaneous
Transfers in

Amounts availlable for
charges to appropriations

Charges {o appropriations:
Community Development:
Administration:
Salaries and benefits
Legal
Property tax admin fees
Other administrative costs
Housing Loans
Contributions
Other projects
Transfers out

Total charges to appropriations

Fund Balance, June 30

Note A.

For the Fiscal Year Ended June 30, 2008

Budaeted Amounts
Variance with
Final Budget
Positive
Criginal Final Actual Amounis {Negative)

$ 2,497,589 $ 2,497,589 § 2497589 $ -
871,017 871,917 802,457 30,540
200,000 200,000 215,762 15,762
1,000 1,000 1,087 87
80,573 80,573 80,573 -
3,651,079 3,651,079 3,607 468 46,389
104,839 104,839 80,587 14,262
4,000 4,000 37,6595 {33,595)
11,000 11,000 11,316 (316}
4,800 4,800 4,255 545
80,000 80,000 - 80,000
25,000 25,000 - 25,000
19,228 19,228 - 19,228
72,260 72,260 72,260 -
321,127 321,127 216,013 105,114
$ 3,320,052 $ 3,329,052 $ 3,481,455 % 151,503

Explanation of Differences Between Budgetary Inflows and
Qutflows and GAAP Revenues and Expenditures:

Sourcesfinflows resources:
Actual amounts available for appropriation from
budgetary comparison schedule above: $

Difference - budget to GAAP

The fund balance at the beginning of the yearis a
budgetary resource but is not a current year revenue
for financial reporting purposes

Transfers in are budgefary resources but also are
not a current year revenue for financial reporting
purposes

Total revenues as reported in the statement of
revenues, expenditures and changes in fund balances  $

Total charges o appropriations in budgetfary
comparison schedule above $

Transfers out are a use of budgetary resources
but are not reported as expenditures of resources
for financial reporting purposes

Total expenditures as reported in the statement of
revenues, expenditures, and changes in fund balances $
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3,897 468

(2,497 589)

(80,573)

1,118,306

216,013

(72,260)

143,753



OPTIONAL SUPPLEMENTARY INFORMATION

NONMAJOR FUNDS’ COMBINING FINANCIAL STATEMENTS
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