











Assets have been eliminated except those representing balances between the governmental
activities and the business-type activities, which are presented as internal balances and
eliminated in the total primary government column. In the Statement of Activities, internal
service fund transactions have been eliminated; however, those transactions between
governmental and business-type activities have not been eliminated.

Net assets should be reported as restricted when constraints placed on net asset use are either
externally imposed by creditors, grantors, contributors, or laws or regulations of other
governments or imposed by law through constitutional provisions or enabling legislation. The
net assets restricted for other purposes result from special revenue funds and the restrictions on
their net asset use.

Separate financial statements are provided for governmental funds, proprietary funds, and
fiduciary funds, even though the latter are excluded from the government-wide financial
statements. Fund financial statements report detailed information about the City. The focus of
governmental fund financial statements is on major funds rather than reporting funds by type.
Major individual governmental funds are reported as separate columns in the fund financial
statements. Non-major funds are aggregated and presented in a single column. The Internal
Service Funds are presented in a single column on the face of the proprietary fund statements.

Governmental Fund Financial Statements

Governmental Fund Financial Statements include a Balance Sheet and a Statement of
Revenues, Expenditures and Changes in Fund Balances for all major governmental funds and
non-major funds aggregated. An accompanying schedule is presented to reconcile and explain
the differences in net assets as presented in these statements to the net assets presented in the
Government-Wide financial statements.

Revenues susceptible to accrual are property taxes, franchise taxes, interest revenue, and
charges for services. Sales taxes collected and held by the State at year-end on behalf of the
City also are recognized as revenue. Licenses and permits are not susceptible to accrual
because, generally, they are not measurable until received in cash.

Expenditures are generally recognized when incurred under the modified accrual basis of
accounting. Principal and interest on general long-term debt is recognized when due. Financial
resources are appropriated in other funds for transfer to a debt service fund in the period in
which maturing debt principal and interest must be paid. Such amounts thus are not current
liabilities of the debt service fund, as their settlement will not require expenditure of existing fund
assets.

All governmental funds are accounted for on a spending or current financial resources
measurement focus and the modified accrual basis of accounting. Accordingly, only current
assets and current liabilities are included on the Balance Sheets. The Statement of Revenues,
Expenditures and Changes in Fund Balances present increases (revenues and other financing
sources) and decreases (expenditures and other financing uses) in net current assets. Under
the modified accrual basis of accounting, revenues are recognized in the accounting period in
which they become both measurable and available to finance expenditures of the current period.
Accordingly, revenues are recorded when received in cash, except that revenues subject to
accrual (generally 60 days after year-end) are recognized when due. The primary revenue
sources, which have been treated as susceptible to accrual by the City, are property tax, sales
tax, intergovernmental revenues and other taxes. Expenditures are recorded in the accounting
period in which the related fund liability is incurred.
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The major governmental funds of the City are:

e General Fund — This is the general operating fund of the City. It is used to account for all
financial resources except those required to be accounted for in a separate fund.

e RDA Housing Fund — This fund is used to account for the restricted housing set-aside tax
increment revenues specific to improving and increasing the supply of low and moderate
income housing in the community.

e RDA General Fund — This fund is used to account for the preparation and implementation of
plans for improvement, rehabilitation, and development of certain areas within the City.

e Capital Projects Fund — This fund is used to account for the revenues and expenditures for
the City of Novato's Capital Improvement Projects.

e Hamilton Trust Fund — This is a “permanent fund” as defined under GASB 34. Permanent
funds are used to report resources that are legally restricted to the extent that only earnings,
not principal, may be used for purposes that support the City's programs. This fund is used
to account for fees paid by the developer of the Hamilton project in accordance with the trust
agreement, and income and earnings on the corpus which are to be partially distributed to
the City, as beneficiary, in accordance with the terms of the trust agreement.

Proprietary Fund Financial Statements

Proprietary Fund Financial Statements include a Statement of Net Assets, a Statement of
Revenues, Expenses and Changes in Fund Net Assets, and a Statement of Cash Flows for
each major proprietary fund and non-major funds aggregated. A column representing internal
service funds is also presented in these statements. However, internal service balances and
activities have been combined with the governmental activities in the Government-Wide
financial statements. The City’s only proprietary funds are the internal service funds. These
funds are being used to account for and finance services and commodities furnished by a
designated department of a governmental unit to other departments of the same governmental
unit.

Proprietary funds are managed using the economic resources measurement focus and the
accrual basis of accounting. Accordingly, all assets and liabilities (whether current or non-
current) are included on the Statement of Net Assets. The Statement of Revenues, Expenses
and Changes in Fund Net Assets present increases (revenues) and decreases (expenses) in
total net assets. Under the accrual basis of accounting, revenues are recognized in the period in
which they are earned while expenses are recognized in the period in which the liability is
incurred.

Operating revenues in the proprietary funds are those revenues that are generated from the
primary operations of the fund. All other revenues are reported as non-operating revenues.
Operating expenses are those expenses that are essential to the primary operations of the fund.
All other expenses are reported as non-operating expenses.

When both restricted and unrestricted resources are available for use, it is the City’s policy to
use restricted resources first, and then unrestricted resources as necessary.

Fiduciary Fund Financial Statements

Fiduciary funds are used to account for resources held for the benefit of parties outside of the
reporting government. Fiduciary Fund Financial Statements include a Statement of Net Assets
and a Statement of Changes in Net Assets. Fiduciary funds are not reflected on the
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government-wide financial statements because the resources of those funds are not available to
support the City’'s own programs. The City's Fiduciary funds represent Agency Funds and Trust
Funds. The Agency Funds are custodial in nature (assets equal liabilities) and do not involve
measurement of results of operations. The Agency funds are accounted for on a spending or
current financial resources measurement focus and the modified accrual basis of accounting as
are the governmental funds explained above. The Trust funds are used to record the assets
and liabilities held for the benefit of others.

C. Capital assets

The City’s policy is to capitalize all assets with a useful life of one year or more and a cost greater
than $5,000. All fixed assets are recorded at historical cost or, if historical cost is not available, at
estimated historical cost. Donated assets are recorded at the estimated fair market value on the
date donated.

Public domain (“infrastructure”) capital assets consist of certain improvements other than buildings,
including roads, bridges, curbs and gutters, streets and sidewalks, drainage systems and lighting
systems.

Capital assets and the related obligations acquired under lease purchase agreements are
capitalized and accounted for in accordance with Financial Accounting Standards Statement No. 13.

Depreciation is charged as an expense of operations annually and accumulated depreciation is
reported on the balance sheets in the government-wide financial statements. Depreciation is based
on the estimated useful lives of the assets using the straight-line method.

D. Budgetary policies and accounting

The City operates under the general laws of the State of California and annually adopts a budget for
its governmental and proprietary funds to be effective July 1 for the ensuing fiscal year. From the
effective date of the budget, which is adopted and controlled at the departmental level, the amounts
stated therein as proposed expenditures become appropriations to the various City departments.
The City Council may amend the budget by resolution during the fiscal year. The City Manager may
authorize transfers from one account to another within the same department. Debt service on bond
issues constitutes a legally authorized “non-appropriated budget.” Annual budgets are adopted on a
basis consistent with accounting principles generally accepted in the United States of America.
Encumbrances are considered to be expenditures in the year the commitment is entered into.
Budget appropriations lapse at the end of the fiscal year unless encumbered by specific Council
approval.

E. Encumbrances

Encumbrance accounting is employed as an extension of the budgetary process. This method
records purchase orders, contracts, and other commitments for the expenditure of funds in order to
reserve that portion of the applicable appropriation. Encumbered funds carry over at year end as
reserved fund balances.

F. Cash and investments

The City pools cash from all sources, except cash with fiscal agents and deferred compensation
plan assets, for the purpose of increasing income through investment activities.

Cash and investments used in preparing the proprietary fund statement of cash flows are composed
of pooled cash and investments. Specific investments are not allocated to each fund. Pooled cash
and investments are comprised of cash in banks, U.S. Treasury Notes, Federal Agency Notes,
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Corporate Notes, and the Local Agency Investment Fund. For purposes of the statements of cash
flows, all short-term interest bearing investments with original maturities of less than three months
are considered cash equivalents.

G. Net Assets

Government-Wide Net Assets consist of the following:

Invested in capital assets, net of related debt — This amount consists of capital assets net of
accumulated depreciation and reduced by outstanding debt that was attributed to the acquisition,

construction or improvement of the assets.

Restricted net assets — This amount is restricted by external creditors, grantors, contributors or laws
or regulations of other governments.

Unrestricted net assets — This amount is all net assets that do not meet the definition of “invested in
capital assets, net of related debt” or “restricted net assets”.

Governmental Fund Balance consists of the following: Reservations of fund balances of
governmental funds are created to either satisfy legal covenants, including State laws that require a
portion of the fund balance to be segregated, or identify the portion of the fund not available for
future expenditures.

H. Unearned revenues

Unearned revenues in governmental funds arise when potential revenue does not meet both the
“measurable” and “available” criteria for recognition in the current period. Unearned revenue also
arises when resources are received by the City before it has a legal claim to them, (i.e., when grant
monies are received prior to the incurrence of qualifying expenditures).

|. Statement of cash flows

For purposes of the statement of cash flows, all highly liquid investments with maturities of three
months or less when purchased are considered to be cash equivalents. The City considers all
pooled cash and investments as cash and cash equivalents because the pool is used essentially as
a demand deposit account from the standpoint of the funds.

J. Compensated absences

A liability is calculated for all the costs of compensated absences based upon benefits earned by
employees in the current period for which there is a probability of payment at termination. The
salary and related payroll costs are those in effect at June 30, 2008. Accumulated unpaid vacation
is accrued when earned.

Upon termination, the City is not liable to pay for accrued sick leave; therefore, sick leave is
recorded as an expenditure in the year used. The amounts accrued for financial statement
purposes represent 100% of the vacation pay liability at June 30, 2008.

For proprietary funds, compensated absences are recorded as expenses when the benefit is earned
and the liability is recorded in each respective fund.
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K. Property taxes and special assessment revenue

Article XIII of the California Constitution (more commonly known as Proposition 13) limits ad
valorem taxes on real property to one percent (1%) of assessed value plus any amounts necessary
to pay indebtedness approved by voters prior to July 1, 1978. The Article also established the fiscal
year 1975-76 assessed valuation as the basis and limits annual increases to the cost of living, not to
exceed two percent (2%), for each year thereafter. Property may also be reassessed to full market
value after a sale, transfer of ownership, or completion of new construction. The State is prohibited
under the Article from imposing new ad valorem, sales, or transaction taxes on real property. Local
government may impose special taxes (except on real property) with the approval of two-thirds of
the qualified electors.

The County of Marin levies, bills and collects property taxes and special assessments for the City.
Property taxes levied are recorded as revenue when received, in the fiscal year of levy, due to the
adoption of the “alternate method of property tax distribution,” known as the Teeter Plan, by the City
and the County of Marin. The Teeter Plan authorizes the Auditor-Controller of the County of Marin
to allocate 100% of the secured property taxes billed, but not yet paid. The County of Marin’s policy
is to remits tax monies to the City in three installments as follows:

50% remitted in December
45% remitted in April
5% remitted in June

Secured and unsecured property taxes are levied on January 1, which is also the lien date. Secured
property taxes are due in two installments, on November 1 and February 1. Payments become
delinquent and subject to penalty after December 10 and April 10, respectively. Unsecured property
tax is due on July 1, and becomes delinquent after August 31.

L. Statement calculations and use of estimates

Due to rounding, column and row calculations may approximate actual figures. Approximations may
result when decimal places are eliminated to present whole numbers.

The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the dates of the financial statements and the reported amounts of revenues and
expenses during the reporting periods. Actual results could differ from those estimates.
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M. New governmental accounting standards

In June 2004, GASB issued Statement No. 45, Accounting and Financial Reporting by Employers
for Post-employment Benefits Other Than Pensions, which addresses how state and local
governments should account for and report their costs and obligations related to post employment
healthcare and other non-pension benefits. Collectively, these benefits are commonly referred to as
other post employment benefits, or OPEB. The statement generally requires that employers
account for and report the annual cost of OPEB and the outstanding obligations and commitments
related to OPEB in essentially the same manner as they currently do for pensions. Annual OPEB
cost for most employers will be based on actuarially determined amounts that, if paid on an ongoing
basis, generally would provide sufficient resources to pay benefits as they come due. This
statement’s provisions may be applied prospectively and do not require governments to fund their
OPEB liability. An employer may establish its OPEB liability at zero as of the beginning of the initial
year of implementation; however, the unfunded actuarial liability is required to be amortized over
future periods. This statement also establishes disclosure requirements for information about the
plans in which an employer participates, the funding policy followed, the actuarial valuation process
and assumptions, and, for certain employers, the extent to which the plan has been funded over
time. This statement is effective for the City’s fiscal year ending June 30, 2009. The City is
currently reviewing the requirements of this standard and assessing its financial impact, which is
expected to be material.

NOTE 2 - Cash and investments:

The City follows the practice of pooling cash and investments of all funds except for funds required
to be held by outside fiscal agents.

A. Cash deposits

All cash in banks is entirely insured or collateralized with securities held by the pledging financial
institutions in the City’'s name. The California Government Code requires California banks and
savings and loan associations to secure the City's deposits by pledging government securities as
collateral. This Code states that collateral pledged in this manner shall have the effect of perfecting
a security interest in such collateral superior to those of a general creditor. Thus, collateral for
deposits is considered to be held in the City’'s name. The market value of pledged securities must
equal at least 110% of the City’s deposits. California law also allows financial institutions to secure
City deposits by pledging first trust deed mortgage notes having a value of 150% of the City’s total
deposits.

The City may waive collateral requirements for deposits that are fully insured up to $100,000 by the
Federal Deposit Insurance Corporation (“FDIC").

B. Authorized investments

State statutes authorize the City to invest in obligations of the U.S. Treasury, its agencies and
instrumentalities, Commercial Paper rated A-1 by Standard & Poor’s Corporation or P-1 by Moody’s
Commercial Paper Records, Certificates of Deposit, Bankers’ Acceptances, Repurchase
Agreements, Reverse Repurchase Agreements, and the State Treasurer’'s investment pool (LAIF).
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The table below identifies the investment types that are authorized by the City’s Investment Policy.
The table also identifies certain provisions of the City’s Investment Policy that address interest rate
risk, credit risk, and concentration of credit risk. This table does not address investments of debt
proceeds held by bond trustees that are governed by the provisions of debt agreements of the City,
rather than the general provisions of the City’s investment policy.

Maximum Maximum
Authorized Maximum Percentage Investment
Investment Type Maturity of *Portfolio in One Issuer

U.S. Treasury Obligations N/A N/A N/A
U.S. Agency Securities N/A N/A N/A
Banker's Acceptance 180 days 40% 30%
Commercial Paper 270 days 15% 10%
Medium-Term Notes One year 30% 15%
Money Market Mutual Funds N/A N/A N/A
Repurchase Agreements 90 days N/A N/A
Local Agency Investment Fund (LAIF) N/A N/A N/A
Negotiable Certificates of Deposits Five years 30% N/A

*Excluding amounts held by bond trustee that are not subject to California Government Code
restrictions.

C. Cash and investment composition

The City maintains a cash pool that is available for use by all funds. Interest income earned on
pooled cash and investments is allocated quarterly to various funds based on the average cash
balances of the funds. Interest income from cash and investments with fiscal agents is credited
directly to the related fund. Investments are carried at a value not materially different from fair value.

Cash and investments at June 30, 2008 are comprised of the following:

Carrying Fair
Value Value

Petty cash $ 2,235 2,235
Cash in bank 642,524 642,524
Federal agency securities 28,669,483 28,636,631
Money Market Funds 3,437,030 3,437,030
Commercial Paper 2,712,261 2,734,441
Corporate Notes 10,814,044 10,824,716
California Local Agency Investment Fund 46,529,234 46,526,918
Subtotal 92,806,811 92,804,495
Cash with fiscal agents:

Money Market 2,249,180 2,249,180

Guaranteed investment contracts/investment agreements 19,543,304 19,543,304
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Cash and investments are presented as follows in the financial statements:

Governmental funds:

Operating cash and investments $ 56,162,906
Cash with fiscal agent 2,249,180
Restricted cash and investments 30,766,808
89,178,894
Trust funds:

Cash and investments 1,131,595
Cash with fiscal agent 3,353,151
4,484,746

Agency funds:
Cash and investments 4,745,501
Cash with fiscal agent 16,190,154
20,935,655
Total $ 114,599,295

Cash with fiscal agent is restricted as follows:

Hamilton Tax Allocation Bonds - Series 2005 $ 1,589,041
Hamilton 2005 Housing Bonds - Series A 660,139
2,249,180
Trust Funds:

Novato Financing Authority 3,353,151
3,353,151

Agency Funds:
Hamilton Bonds A.D. - CFD 1994-1, 2004 Refunding 1,913,905
Pointe Marin Assessment District - CFD 2002-1 12,208,709
Golden Gate Plaza Assessment District 238,540
Vintage Oaks A.D. - CFD No. 1, 2004 Refunding 1,829,000
16,190,154
Total cash with fiscal agent $ 21,792,485

Cash and investments held by the Hamilton Trust Fund of $30,766,808 are restricted. Pursuant to
the trust agreement dated January 22, 2004, payments made by the developer of the Hamilton Field
project area into the Hamilton Trust Fund cannot be spent by the City and are considered corpus
(“principal”) of the Trust Fund. Income and a portion of the investment earnings can be spent for
specified purposes that benefit the City as defined in the agreement.
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The composition of cash and investments by funds at June 30, 2008 was as follows:

Major funds:
General Fund $ 3,810,416
Capital Projects Fund (284,698)
RDA Housing 68,271
RDA 7,034,168
Other govemmental non-major funds 42,370,878
Internal service fund 3,267,737
56,266,772
Elimination of Eucalyptus bonds on government-wide
statements to eliminate doubling-up effect.
See Reconciliation of the Governmental Funds Balance
Sheet to the Government-Wide Statement of Net Assets (103,866)
$ 56,162,906

D. Risk Disclosures

Interest Rate Risk. This is the risk that changes in market interest rates will adversely affect the fair
value of an investment. Generally, the longer the maturity of an investment, the greater the
sensitivity of its fair value to changes in market interest rates. One of the ways that the City
manages its exposure to interest rate risk is by purchasing a combination of shorter term and longer
term investments and by timing cash flows from maturities so that a portion of the portfolio is
maturing or coming close to maturity evenly over time as necessary to provide the cash flow and
liquidity needed for operations. The City monitors the interest rate risk inherent in its portfolio by
measuring the maturity of its portfolio. Investments which exceed five years in maturity require City
Council’'s approval.

Remaining Maturity (in Months)

12 Months 13to 24 251060 More Than

Investment Type Fair Value Or Less Months Months 60 Months
Federal agency securities $ 28636631 $ 1,008,000 $ 7,790,501 $ 19838130 $ -
Money Market Funds 3437,030 3,437,030 - - -
Commercial Paper 2,734,441 2,734,441 - - -
Corporate Notes 10,824,716 5,533,969 4,276,961 1,013,786 -
State investment pool 46,526,918 46,526,918 - - -

Held by bond trustee;

Money Market 2,249,180 2,249,180 - - -
Investment agreements 19,543,304 - - - 19,543,304
Total $ 113952220 $ 61,489,538 $ 12,067,462 $ 20,851,916 $ 19,543,304
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Credit Risk. This is the risk that an issuer of an investment will not fulfill its obligation to the holder of
the investment. This risk is measured by the assignment of a rating by a nationally recognized
credit rating organization. Presented below is the actual rating as of year end for each investment
type.

Exempt Rating as of Year End
From
Investment Type Fair Value Disclosure AAA AA/ A1+ Not Rated
Federal agency securities $ 28,636,631 $ - $ 28,636,631 $ - 5 -
Money Market Funds 3,437,030 3,437,030 - - -
Commercial Paper 2,734,441 - - 2,734,441 -
Corporate Notes 10,824,716 - 2,977,194 7,847,522 -
State investment pool 46,526,918 - - - 46,526,918
Held by bond trustee: - - -
Money Market 2,249,180 2,249,180 - - -
Investment agreements 19,543,304 - - - 19,543,304
Total $ 113,952,220 $ 5,686,210 $ 31,613,825 $ 10,581,963 $ 66,070,222

The City’s general policy is to apply the prudent-investor rule: Investments are made as a prudent
person would be expected to act, with discretion and intelligence, 1o seek reasonable income,
preserve capital, and, in general, avoid speculative investments. As of June 30, 2008, there are no
investments in any one issuer other than government agencies that represent 5% or more of total
City investments.

Custodial Credit Risk. Custodial credit risk for deposits is the risk that, in the event of the failure of a
depository financial institution, a depositor will not be able to recover its deposits or will not be able
to recover collateral securities that are in the possession of an outside party. The custodial credit
risk for investments is the risk that, in the event of the failure of the counter party (e.g., broker-
dealer) to a transaction, a depositor will not be able to recover the value of its investment or
collateral securities that are in the possession of another party. The California Government Code
and the City's investment policy do not contain legal or policy requirements that would limit the
exposure to custodial credit risk for deposits or investments, other than the following provisions for
deposits: The California Government Code requires that a financial institution secure deposits
made by state or local governments units by pledging securities in an undivided collateral pool held
by a depository regulated under State law. The market value of the pledged securities in the
collateral pool must equal at least 110% of the total amount deposited by the public agencies.
California law also allows financial institutions to secure City deposits by pledging first trust deed
mortgage notes having a value of 150% of the secured public deposits.

E. Investment in State Investment Pool

The City is a voluntary participant in the Local Agency Investment Fund (LAIF) that is regulated by
the California Government Code under the oversight of the Treasurer of the State of California. The
City is required to disclose its methods and assumptions used to estimate the fair value of its
holdings in LAIF. The City relied upon information provided by the State Treasurer in estimating the
City’s fair value position of its holding in LAIF. The City had a contractual withdrawal value of
$46,529,234 whose pro-rata share of fair value was estimated by the state Treasurer to be
$46,526,918. The fair value change in this investment for the year came to an amount that was not
material for presentation in the financial statements.
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F. Marketing investments to fair value (GASB 31)

In fiscal 1997-98, the City adopted Government Accounting Standards Board Statement 31,
Accounting and Financial Reporting for Certain Investments and for External Investment Pools,
which requires that the City's investments be carried at fair value instead of cost. Under GASB 31,
the City must adjust the carrying value of its investments to reflect their fair market value at each
fiscal year end, and it must include the effects of these adjustments in income for that fiscal year.
The fair value change in certain investments for the year came to an amount that was not material
for presentation in the financial statements.

GASB 31 applies to all the City’s investments, even if they are held to maturity and redeemed at full
face value. Since the City’s policy is to hold all investments to maturity, the fair value adjustments
required by GASB 31 result in accounting gains or losses (called “recognized” gains or losses)
which do not reflect actual sales of the investments (called “realized” gains or losses). Thus,
recognized gains or losses on an investment purchased at par will now reflect changes in its fair
value at each succeeding fiscal year end, but these recognized gains or losses would net to zero if
the investment is held to maturity. Recognized gains or losses are reported as investment income.
By following the requirements of GASB 31, the City is reporting the amount of resources that would
actually have been available if it had been required to liquidate all its investments at any fiscal year
end.
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NOTE 3 - Inter-fund transactions:

Inter-fund loans represent current balances owed between funds. Balances were comprised of the
following at June 30, 2008:

Due
Due to from
Fund other funds other funds
MAJOR GOVERNMENTAL FUNDS
General Fund $ 355,248 $ 13,805,125
RDA Housing * 25,054,151 -
RDA Fund * 18,395,209 25,054,151
Hamilton Trust Fund 176,520 1,540,000
Total major funds 43,981,128 40,399,276
NON-MAJOR GOVERNMENTAL FUNDS
Special Revenue Funds:
Subdivision Park - 697,756
Hamilton CFD Maintenance 156,217
Insurance reserve - 366,148
Emergency and Disaster Response reserve - 1,062,445
156,217 2,126,349
Capital Project Funds:
Development Impact Fees - 1,029,773
RDA Community Center and Performing Arts - 382,598
Novato Public Financing Authority 1,900,147 730,569
1,900,147 2,142,940
Total non-major funds 2,056,364 4,269,289
Total governmental funds 46,037,492 44,668,565

Internal Service Funds
Equipment Replacement - 1,368,927
F,F&E Replacement - -
- 1,368,927

Total $ 46,037,492 $ 46,037,492

* The RDA Housing Fund is scheduled to repay the RDA Fund $500,000 per annum.
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Operating transfers - Fund

Transfers In

Transfers Out

MAJOR GOVERNMENTAL FUNDS
General Fund
RDA Housing
RDA
Capital Projects
Hamilton Trust Fund
Total major funds

NON-MAJOR GOVERNMENTAL FUNDS

Special Revenue Funds:
Affordable Housing Trust
Clean Stormwater
Subdivision Park
Fish America Grant
Art in Public Places
General Plan Surcharge
Automation Surcharge
Hamilton Community Facilities
Pointe Marin Community Facilities
Chapter 27 Assessment
Downtown LAD
State SB-300
State Gas Tax
State Park Bonds
Traffic Congestion Relief
Special Police Projects
State Grant Funds
Federal Grant Funds
Pension Reserve
Insurance Reserve Fund
Emergency Response Fund

Debt Service Funds:
Pension Obligation Bonds

Capital Projects Funds:
Measure A Street Improvements
Measure B Street Bond Projects
Long-term Maintenance Fund
Civic Center
Clean Stormwater CIP

Community Facilities Maintenance Fund
Community Facilities Performing Arts Fund

Street Drains Maintenance
Development Impact Fee
Novato Public Financing Authority

Total non-major funds

Total governmental funds

Internal Service Funds:
Equipment Maintenance
Equipment Replacement
F,F & E Replacement
Total internal service funds

Agency Funds:
Pacheco Bond Funds
Hamilton Bond Fund
Total agency funds

Total interfund transfers

$ 3,994,303

7,415,073

$

2,634,302
101,141
99,406

1,033,337

11,409,376

3,868,186

66,129

893,986

103,250

45,000

20,000

332,337
200,000
841
11,402
2,409
9,105
236,469
7,267
72,236
7,840
18,269
1,333,579
7
155,278
172,858
449,076

25,000
635,998

1,111,473
1,516,278
488,103
135
80,364
104,290
104,945
1,915,209
(303,725)

1,185,653

8,687,043

12,595,029

12,555,229

446,928
28,767

9,434
336,458
111,724

475,695

457,616

42,880
15,000

57,880

$ 13,070,724

$

13,070,724
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The principal purpose of the interfund transfers is to match revenue, which is recorded in funds
designated for specific purposes, with the expenditures funded by these revenues. Interfund
transfers are also used to fund debt service payments, insurance reserves and capital projects.

Loan payable to Hamilton Trust

In June 2004, the Hamilton Trust Fund loaned $1,745,000 to the City of Novato Public Finance
Authority (“NPFA”) bearing interest of 6.5% per annum, due in principal and installments as defined
in the loan agreement, and maturing on June 1, 2024. NPFA in turn made these funds available to
the City to finance certain improvements to the City's corporation yard. NPFA is the trustee of the
Hamilton Trust Fund.

In May 2004, the City entered into a lease agreement with NPFA, whereby the City has leased to
the NPFA the City's corporation yard (“property”), and the NPFA made available to the City the
borrowed funds to enable the City to finance certain improvements. The NPFA leases the property
back to the City, and the City makes lease payments for the use of the property, which is used to
repay the loan to the Hamilton Trust Fund. The NPFA has assigned its rights to the lease payments
from the City to the Hamilton Trust Fund.

The scheduled loan payments are as follows at June 30, 2008:

Fiscal years ending June 30 Payment Principal Interest
2009 $ 155,100 $ 55,000 $ 100,100
2010 156,525 60,000 96,525
2011 157,625 65,000 92,625
2012 158,400 70,000 88,400
2013 158,850 75,000 83,850
2014-2018 789,625 450,000 339,625
2019-2023 788,550 615,000 173,550
2024 159,750 150,000 9,750
$ 2,524,425 $ 1,540,000 $ 984,425

NOTE 4 - Loans receivable:
Loans receivable of $626,263 at June 30, 2008 are comprised of the following:

Computer loan program

The City has adopted an employee computer purchase program in which the City purchases
personal computers for the employees and is repaid through payroll deductions the cost of the
computer plus interest for a period not to exceed 36 months (interest is based on the LAIF rate plus
.5%, and was 3.6% at June 30, 2008). The balance of the computer loans receivable at June 30,
2008 was $26,263 and 18 employees were participating in the program.

44



Novato Theater Restoration

The Agency had agreed to loan the Novato Theater Restoration Committee (“Committee”) up to
$497,500, on a draw down basis at an interest rate of 10% per annum, compounded monthly which
was due and payable on December 31, 2001. The Agency stopped accruing interest when the loan
went into default in fiscal 2002. The loan was made to the Committee primarily for the acquisition of
the Theater Property. In October 1986, the City entered into a contingent option to purchase the
Theater Property pursuant to its rights as defined in the agreement. At June 30, 2008 the Agency
has a loan receivable of $394,240 in principal and $111,829 in interest, which is in default. An
allowance for doubtful accounts for the full receivable has been recorded. The Agency has elected
to continue to make monthly payments of $2,250 to the former owner on behalf of the Committee to
fund the mortgage on the Theatre Property.

Principal Interest Total
Loan receivable $ 394,240 $ 111,829 §$ 506,069
Allowance for doubtful accounts (394,240)

(111,829)  (506,069)
S B

$ $

Employee Housing Assistance Loans

In August 2004, the City loaned an employee funds for housing assistance in the amount of
$300,000, which bears interest at the average LAIF rate for the prior six months plus 1%, and is
secured by real property. The loan is due over thirty years, or upon termination of employment. The
loan receivable balance at June 30, 2008 was $300,000, which is included as a loan receivable on
the accompanying Statement of Net Assets. Interest receivable related to this loan in the amount of
$2,229 is included in interest receivable.

In April 2005, the City loaned another employee funds for housing assistance in the amount of
$300,000, which bears interest at the average LAIF rate for the prior twelve months plus 1%, and is
secured by real property. The loan is due over thirty years, or upon termination of employment. The
loan receivable balance at June 30, 2008 was $300,000 which is included as a loan receivable on
the accompanying Statement of Net Assets. Interest receivable related to this loan in the amount of
$1,273 is included in interest receivable.

NOTE 5 - Capital assets:

Governmental activity capital assets are valued at historical cost or estimated historical cost if actual
historical cost is not available. Donated capital assets are valued at their estimated fair market
value on the date donated. Public domain (infrastructure) general fixed assets include roads,
bridges, curbs and gutters, streets and sidewalks, drainage systems and lighting systems. Capital
assets are recorded at cost and depreciated over their estimated useful lives. Depreciation is
charged to governmental activities, by function.

Depreciation of capital assets is charged as an expense against operations each year and the total

amount of depreciation taken over the years, accumulated depreciation, is reported on the
Statement of Net Assets as a reduction in the book value of capital assets.

45



Depreciation of capital assets in service is provided using the straight-line method, which means the
cost of the asset is divided by its expected useful life in years, and the result is charged to expense
each year until the asset is fully depreciated. The City has assigned the useful lives listed below to
capital assets.

Furniture and Equipment 5 years
Vehicles 3-13 years
Buildings 50 years
Infrastructure 7 -100 years

The following is a summary of capital assets as of June 30, 2008:

Governmental Internal Service
Activities Activities Total
Capital assets not being depreciated:
Land $ 121,165,277 $ - $ 121,165,277
121,165,277 - 121,165,277
Depreciable capital assets:
Buildings 18,258,023 - 18,258,023
Furniture and equipment 1,042,130 - 1,042,130
Vehicles - 4,001,369 4,001,369
Infrastructure 186,824,540 186,824,540
Total 206,124,693 4,001,369 210,126,062
Less: accumulated depreciation 89,734,786 2,496,573 92,231,359
Depreciable capital assets, net 116,389,907 1,504,796 117,894,703
Total capital assets, net $ 237,555,184 $ 1,504,796 $ 239,059,980
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Combined governmental capital asset activity for the fiscal year ended June 30, 2008 was as

follows:

Capital assets not being depreciated:
Land
Construction in progress

Total nondepreciable assets

Depreciable capital assets:
Buildings
Furniture and equipment
Infrastructure

Total depreciable assets

Less: accumulated depreciation for:

Buildings
Furniture and equipment
Infrastructure

Total accumulated depreciation

Total depreciable assets, net
Internal service fund fixed assets:
Depreciable assets:

Vehicles
Total depreciable assets

Less: accumulated depreciation
Total depreciable assets, net

Total governmental activities

Depreciation was charged to function as follows:

Government activities:
General government
Public safety
Public works
Cultural and recreation
Community development
Infrastructure

Capital assets held by Internal Service Fund
Total governmental activities depreciation expense

Balances Transfers/ Balances

June 30, 2007 Additions Retirements June 30, 2008
$ 121,165,277 $ - 3 - $ 121,165,277
121,165,277 - - 121,165,277
15,883,402 2,374,621 - 18,258,023
1,289,648 182,531 430,049 1,042,130
181,119,435 5,705,105 - 186,824,540
198,292,485 8,262,257 430,049 206,124,693
4,092,505 357,646 4,450,151
845,672 149,074 430,049 564,697
80,007,902 4,712,036 - 84,719,938
84,946,079 5,218,756 430,049 89,734,786
113,346,406 3,043,501 - 116,389,907
3,983,863 285,133 267,627 4,001,369
3,983,863 285,133 267,627 4,001,369
2,342,921 421,279 267,627 2,496,573
1,640,942 (136,146) - 1,504,796
$ 236,152,625 $ 2,907,355 $ - $ 239,059,980

$ 340,936

92,333

27,920

37,511

8,020

4,712,033

421,279

55640032
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The City has no business-type activities.

A summary of changes in the fiduciary fund (nonexpendable trust) capital assets for the fiscal year

ended June 30, 2008 is as follows:

June 30, Retirements/ June 30,
2007 Additions Transfers 2008

Land $ 11,840,000 $ - $ - $ 11,840,000
Land improvements 3,413,917 277,888 - 3,691,805
Buildings 767,157 25,141 - 792,298
Equipment 8,643 - - 8,643
Mobile homes and improvements 177,636 - - 177,636
Construction-in-progress - - - -
Total 16,207,353 303,029 - 16,510,382
Less: accumulated depreciation 1,329,082 150,909 - 1,479,991
$ 14,878,271 $ 152,120 $ - $ 15,030,391

NOTE 6 - Long-term debt:

A. Long-term debt outstanding

Governmental activities long-term debt issued and outstanding at June 30, 2008 is comprised of the

following:
Interest Authorized Outstanding
Type of indebtedness Maturity Rates and Issued June 30, 2008
General obligation bonds:
Series 1993A 2014 475-7.25% % 5,000,000 $ 2,080,000
Series 1997A 2021 5.00-8.00% 14,245,000 9,070,000
Series 2000A 2022 5.00-5.75% 5,000,000 3,890,000
Series 2004 2026 3.20-10.00% 5,000,000 4,725,000
Series 2004-Premium 221,062
Series 2007 2027 3.55-4.125% 5,000,000 5,000,000
Series 2007-Premium 247 945
Pension Obligation Bonds, A-1 & A-2 2035 569-6.12% 18,296,066 18,266,066
Pension Obligation Bonds-Discounts (165,342)
CEIDB loan 2032 3.39% 3,700,000 3,357,998
OPA notes payable 2014 8.53% 9,000,000 3,716,149
Hamilton Field Tax Allocation Bonds-2005 2035 2.50-4.50% 24,835,000 23,385,000
Hamilton Field 2005 Tax Allocation 2035 450-4.88% 9,520,000 9,155,000
Housing Bonds - Series A
Due to County of Marin 2011 7.75% 424013
Compensated absences - noncurrent 398,935
$ 83,771,826
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Long-term debt of the fiduciary fund (nonexpendable trust) at June 30, 2008 consisted of the
following:

Interest Authorized Outstanding,

Type of indebtedness Maturity Rates and Issued June 30, 2008
Novato Financing Authority:

Promissory note - Senior Note 2028 39-585% § 15,485,000 $ 11,370,000

Promisorry note - Subordinate

Note 2025 3.9-5.85% 1,585,000 1,305,000

Total notes payable 12,675,000

Total fiduciary fund long-term debt $ 12,675,000

B. Changes in long-term debt

The City’s long-term debt transactions for the fiscal year ended June 30, 2008 were as follows:

Balance, Balance, Due in
June 30, 2007 Additions Reductions June 30, 2008 One Year
Governmental activities:

General Obligation Bonds $ 26,065,000 $ - $ 1,300,000 $ 24,765,000 $ 1,505,000
Premium on 2004 General Obligation Bonds 246,940 - 25,878 221,062 12,940
Premium on 2007 General Obligation Bonds 260,937 - 12,992 247,945 12,992

Pension Obligation Bonds, A-1 and A-2 18,266,066 - - 18,266,066 30,000
Discount on Pension Obligation Bonds (173,577) - (8,235) (165,342) (7,904)

Compensated absences 406,353 - 7,418 398,935 -

OPA notes payable 4,176,788 - 460,639 3,716,149 499,907

Due to County of Marin 537,881 - 113,868 424,013 118,358

CEIDB loan 3,447,821 - 89,823 3,357,998 92,867

Hamilton Field Tax Allocation Bonds-2005 23,885,000 - 500,000 23,385,000 510,000

Hamilton Field 2005 Tax Allocation
Housing Bonds - Series A 9,340,000 - 185,000 9,155,000 190,000

$ 86,459,209 §$ - $ 2,687,383 $§ 83,771,826 § 2,964,160

Fiduciary fund activities:
Promissory note - Senior Note $ 13,185,000 $ - % 1,815,000 $ 11,370,000 $ 300,000
Promissory note - Subordinate Note 1,340,000 - 35,000 1,305,000 40,000
$ 14,525,000 $ - $ 1,850,000 $ 12,675,000 $ 340,000

C. General obligation bonds

The City has five outstanding general obligation bond issues: (1) $5,000,000 Series 2000A, dated
July 1, 2000; (2) $14,245,000 Series 1997A, dated July 1, 1997; (3) $5,000,000 Series 1993A, dated
May 28, 1993; and (4) $5,000,000 Series 2004, dated November 1, 2004; (5) $5,000,000 Series
2007, dated March 14, 2007.

(1) On July 1, 2000 the City issued $5,000,000 General Obligation Bond Series A to finance the
acquisition, construction and completion of improvements to streets, storm drains and sidewalks
within the City.

(2) On July 1, 1997, the City issued $14,245,000 of refunding bonds (Series A) to advance refund its
General Obligation Bonds, Series 1989A, General Obligation Bonds, Series 1990A, and General
Obligation Bonds, Series 1992A (collectively, the “Prior Bonds”). The Prior Bonds were issued to
finance the acquisition and construction of various streets, storm drains, and parks and recreational
facilities throughout the City. The Prior Bonds were deposited in trust with an escrow agent to
provide debt service payments until the bonds mature. The advance refunding meets the
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requirements of an in-substance debt defeasance and the Prior Bonds were removed from the City's
General Long-Term Debt Account Group. Interest on the 1997 Bonds is payable on February 1 and
August 1 of each year, commencing February 1, 1999. Principal is payable on August 1 of each
year, commencing on August 1, 1999,

The City advance refunded the Prior Bonds to maximize the resources available to finance the
projects for which the Prior Bonds were issued in a manner that does not increase the burden on
property taxpayers residing within the jurisdiction of the City. The accounting savings of this
refunding was $1,502,606 and the net present value savings of this refunding was $916,675.

(3) On May 23, 1993 the City issued $5,000,000 General Obligation Bonds, Series 1993A to finance
the construction and reconstruction of streets and storm drains throughout the City.

(4) On November 1, 2004 the City issued $5,000,000 General Obligation Bonds, Series 2004 to
finance the acquisition and construction of capital improvements to various streets, storm drains and
sidewalks within the City. The bonds were issued at a premium of $268,996. These bonds are the
second in a series of three (the first series were the bonds issued July 1, 2000 described above)
bonds to be issued (total of up to $15,000,000) pursuant to a March 7, 2000 election whereby more
than two-thirds of the votes cast by qualified electors were in favor of issuing the bonds.

(5) On March 14, 2007, the City issued $5,000,000 General Obligation Bonds, Series 2007 to
finance the acquisition and construction of capital improvements to various streets, storm drains and
sidewalks within the City. The bonds were issued at a premium of $264,781. These bonds are the
third in a series of three bonds to be issued pursuant to a March 7, 2000 election whereby more
than two-thirds of the votes cast by qualified electors were in favor of issuing the bonds.

These bonds and the interest thereon are general obligations of the City and the City has the power
and is obligated to levy ad valorem taxes for the payment of these bonds and interest thereon, on all
property within the City subject to taxation by the City.

D. Pension Obligation Bonds

On June 29, 2006, the City issued Pension Obligation Bonds through the California Statewide
Communities Development Authority in the total amount of $18,296,066 to finance the City’s
employees’ unfunded accrued actuarial liability (‘UAAL”) pension liability as determined by PERS.
The bonds were issued at a discount of $181,150.

E. Compensated absences

At June 30, 2008, compensated absences expected to be liquidated with expendable, available
resources totaled $1,542,558 and are recorded in accrued compensated absences on the
government-wide statements. The non-current portion totaling $398,935 is recorded in long-term
debt.

F. Note payable

In 1994, the Agency entered into a $9 million promissory agreement with HNH Associates for the
construction and financing of certain on-site and off-site public improvements of the Vintage Oaks
Retail Complex. The promissory note bears interest of 8.525% per annum and matures in the fiscal
year ending June 30, 2014. Payments consist of two semi-annual installments, which are financed
with property tax increments generated by the retail complex. At June 30, 2008 the note payable
balance is $3,716,149.
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G. California Infrastructure and Economic Development Bank Loan (CIEDB) loan

During fiscal 2003, the Agency qualified for a low interest loan of $3.7 million from the California
Infrastructure and Economic Development Bank (“CIEDB”). The loan was used to help finance a
portion of the construction of the Grant Avenue improvement project, which started in April 2004,
and was completed in August 2006. At June 30, 2008 the balance of the loan is $3,357,998.

H. Hamilton Field Loans

Hamilton Field-Navy Property Development Agreement

In connection with the development of the Hamilton Field — Navy Property, the City of Novato
entered into a development agreement dated December 13, 1999 with a developer whereby, among
other things, to make it economically feasible for the developer to develop the property and meet the
affordable housing goals of the Redevelopment Plan, the Agency committed net tax increment
available from the project to the developer, provided that all tax increment funds or bonds are used
to assist in achieving the affordable housing goals. The City and the Agency agreed to use their
best efforts to issue bonds supported by future tax increment revenues to provide the developer
funding. The Agency was to provide the developer tax increment funding totaling $33,260,000, to
be paid as follows: (1) the Agency shall contribute 100% of the net tax increment and supported
bond proceeds until a total of $30,510,000 has been paid to the developer; (2) upon payment of
$30,510,000, the Agency shall thereafter pay $250,000 annually of net tax increment until the
developer has received a total of $33,260,000.

In fiscal 2004, the Agency paid the developer $874,693. In fiscal 2005, the Agency had sufficient
tax increment whereby it was able to issue two bonds totaling $34,355,000 (described below), and
paid the developer an additional $30,510,000. The remaining balance due to the developer under
this agreement is $1,875,307. Payments to the developer were expected to begin in fiscal year
2009-10; however, in fiscal year 2007-08, this obligation was paid in full at the present value of
$1,438,960.

Hamilton Field Redevelopment Project, Tax Allocation Bonds, Series 2005

On February 2, 2005 the Agency issued Hamilton Field Redevelopment Project-Tax Allocation
Bonds, Series 2005 (“Hamilton TAB-Series 2005 Bonds”) in the amount of $24,835,000 to (i) pay a
portion of an obligation incurred by the Agency under an owner participation agreement with respect
to the Original Area of the Agency’'s Hamilton Field Redevelopment Project (the “Project Area”), (ii)
establish a reserve fund for the Hamilton TAB-Series 2005 Bonds and (iii) to pay the cost of
issuance of the bonds. The bonds are payable from and secured by Tax Increment Revenues
allocated to the Agency from the Project Area. Interest on the Bonds is payable on March 1 and
September 1 of each year, commencing September 1, 2005. Principal is payable on September 1
of each year, commencing September 1, 2005.

Hamilton Field Redevelopment Project, 2005 Tax Allocation Housing Bonds, Series A

On February 2, 2005 the Agency issued Hamilton Field Redevelopment Project- 2005 Tax
Allocation Housing Bonds, Series A (“Hamilton 2005 Housing Bonds”) in the amount of $9,520,000
to (i) pay a portion of an obligation incurred by the Agency under an owner participation agreement
with respect to the Original Area of the Agency’'s Hamilton Field Redevelopment Project (the
“Project Area”), (ii) establish a reserve fund for the Hamilton 2005 Housing Bonds and (iii) to pay the
cost of issuance of the bonds. The bonds are payable from and secured by Housing Tax Increment
Revenues allocated to the Agency from the Project Area. Housing Tax Increment Revenues is
defined in the indenture as the 20 percent (20%) portion of tax increment revenues derived from the
Project Area which must be deposited in the Agency’s Low and Moderate Income Housing Funds
(the “Housing Set-Aside”). Interest on the Bonds is payable on March 1 and September 1 of each
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year, commencing September 1, 2005. Principal is payable on September 1 of each year,
commencing September 1, 2005.

. Promissory notes - Senior and Subordinate

The Novato Financing Authority has two promissory notes with the California Local Government
Financing Authority. On March 1, 1997 the California Local Government Financing Authority issued
Senior Revenue Bonds, Series 1997A in the amount of $15,485,000 and Subordinate Revenue
Bonds, Series 1997 in the amount of $1,585,000 for the benefit of the NFA. The proceeds were
used to permanently finance the acquisition of certain real property constituting the Marin Valley
Mobile Country Club Park and any structures, site improvements, facilities and fixtures on the site.
The real property serves as collateral for the promissory note. On October 1, 2007, the trustee
redeemed a portion of the bonds according to Section 4.01(f) of the Trust Indenture. This section
requires a mandatory redemption of the outstanding bonds on October 1, 2007 and again on
October 1, 2017. The Trust Indenture states that the amounts on deposit in the Senior Cash Trap
Account as of August 1, 2007 will be used to redeem the bonds. On October 1, 2007, the Senior
Cash Trap balance of $1,495,000 was used to redeem outstanding bonds in a “strip call.” A “strip
call” is redemption of some of the bonds from each maturity over the remaining life of the bonds. As
a result of this mandatory redemption, the annual bond payments were reduced by an average of
$130,000 per year.

The annual debt service for the promissory notes is as follows is as follows:

Fiscal year
ending Senior Promissory Note Subordinate Promissory Note
June 30, Principal interest Total Principal Interest Total
2009 $300,000 $648,222 $948,222 $40,000 $96,375 $136,375
2010 310,000 632,207 942,207 45,000 93,188 138,188
2011 325,000 615,217 940,217 45,000 89,813 134,813
2012 345,000 596,955 941,955 50,000 86,250 136,250
2013 365,000 577,248 942,248 55,000 82,313 137,313
2014-2018 2,160,000 2,535,860 4,695,860 330,000 342,375 672,375
2019-2023 2,850,000 1,814,310 4,664,310 485,000 191,437 676,437
2024-2028 4,715,000 821,778 5,636,778 255,000 19,688 274,688
Total payments $11,370,000 $8,241,797 $19,611,797 $1,305,000 $1,001,439 $2,306,439

In addition to principal and interest payments, the promissory notes also have scheduled bond
expenses through the fiscal year 2028. These bond expenses are fees expected to be paid to fiscal
agents and for insurance costs. Anticipated payments are as follows:

Deferred
Fiscal year ending Annual

June 30, Payments
2009 $ 76,185
2010 74,130
2011 71,970
2012 69,690
2013 67,290
2014-2018 295,275
2019-2023 210,600
2024-2028 95,055
$960,195
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K. Future governmental activities debt service

Future governmental activities debt service at June 30, 2008 is as follows:
General Obligation Bonds

Fiscal year
ending
June 30,
2009

2010

2011

2012

2013
2014-2018
2019-2023
2024-2028

Total

Fiscal year
ending
June 30,
2009

2010

2011

2012

2013
2014-2018
2019-2023
2024-2028

Total

Other notes

Principal
Series Series Series Series Series
2007 2004 _2000A 1997A 1993A _ Total
$ 130,000 $ 160,000 $ 195000 $ 720,000 $ 300,000 $ 1,505,000
145,000 170,000 205,000 775,000 315,000 1,610,000
160,000 190,000 220,000 815,000 335,000 1,720,000
175,000 205,000 230,000 860,000 355,000 1,825,000
195,000 225,000 240,000 910,000 380,000 1,950,000
1,200,000 1,235,000 1,395,000 2,835,000 395,000 7,060,000
1,355,000 1,490,000 1,405,000 2,155,000 - 6,405,000
1,640,000 1,050,000 - - - 2,690,000
$ 5,000,000 $ 4,725,000 $ 3,890,000 $ 9,070,000 $ 2,080,000 $ 24,765,000
Interest
Series Series Series Series Series
2007 2004 2000A 1997A 1993A Total
$ 257,939 $§ 219,093 $ 199,183 § 447931 § 96,500 $ 1,220,646
241,439 204,242 189,182 410,556 81,125 1,126,544
223,139 188,043 178,558 370,806 64,875 1,025,421
203,039 170,267 167,307 328,931 47,625 917,169
180,839 157,443 155,557 284,113 29,250 807,202
727,219 663,921 576,449 952,898 9,875 2,930,362
471,844 397,610 159,475 174,694 - 1,203,623
173,004 72,225 - - - 245,229
$ 2478462 $ 2,072,844 $ 1625711 $§ 2,969,929 $§ 329250 $ 9,476,196

The annual debt service for the Pension Obligation Bonds is as follows as of June 30, 2008:

Fiscal year
ending
June 30, Principal Interest Total

2009 $ 30,000 $ 917,681 $ 947,681
2010 70,000 915,974 985,974
2011 110,000 911,991 1,021,991
2012 160,000 905,732 1,065,732
2013 210,000 896,388 1,106,388
2014-2018 1,975,000 4,229,084 6,204,084
2019-2023 4,040,000 3,422,060 7,462,060
2024-2028 7,045,000 1,895,228 8,940,228
2029-2033 4,197,561 6,929,198 11,126,759
2034-2035 428,505 3,951,220 4,379,725
$ 18,266,066 $ 24,974,556 $ 43,240,622
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The annual debt service for the OPA note is as follows as of June 30, 2008:

Fiscal year

ending OPA

June 30, Principal Interest Total
2009 $ 499,907 §$ 300,093 $ 800,000
2010 542,524 257,476 800,000
2011 588,772 211,228 800,000
2012 638,964 161,036 800,000
2013 693,434 106,566 800,000
2014 752,548 47,452 800,000
Total $ 3716149 $ 1,083,851 $ 4,800,000

The annual debt service for the CIEDB loan is as follows as of June 30, 2008:

Annual

Fiscal years ending June 30 Payment Principal Interest Fee
2009 $ 216,777 $ 92,867 $ 113,836 $ 10,074
2010 216,499 96,016 110,688 9,795
2011 216,210 99,270 107,433 9,607
2012 215,914 102,636 104,068 9,210
2013 215,605 106,115 100,588 8,902
2014-2018 1,073,030 587,037 446,481 39,512
2019-2023 1,063,605 693,518 339,999 30,088
2024-2028 1,052,473 819,314 214,203 18,956
2029-2032 832,618 761,225 65,589 5,804

$ 5,102,731 $ 3,357,998 $ 1,602,885 $ 141,848

The annual debt service for the Hamilton Tax Allocation Bonds-Series 2005 Bonds and the Hamilton
2005 Housing Bonds, Series A are as follows as of June 30, 2008:

Fiscal

Year Ending Hamilton TAB Series 2005 Bonds Hamilton 2005 Housing Bonds, Series A

June 30, Principal Interest Total Principal Interest Total
2009 $ 510,000 $ 959,756 $ 1,469,756 $ 190,000 $ 401,460 $ 591,460
2010 525,000 942,938 1,467,938 195,000 392,798 587,798
2011 540,000 925,631 1,465,631 200,000 385,160 585,160
2012 555,000 907,491 1,462,491 210,000 378,497 588,497
2013 575,000 888,063 1,463,063 215,000 371,430 586,430
2014-2018 3,190,000 4,111,687 7,301,687 1,205,000 1,731,181 2,936,181
2019-2023 3,875,000 3,431,232 7,306,232 1,495,000 1,456,108 2,951,108
2024-2028 4,780,000 2,522,491 7,302,491 1,885,000 1,084,374 2,969,374
2029-2033 6,010,000 1,335,952 7,345,952 2,410,000 582,853 2,992,853
2034-2035 2,825,000 128,587 2,953,587 1,150,000 56,794 1,206,794

$ 23385000 $§ 16,153,828 $ 39,538,828 $ 9155000 $ 6,840,655 $ 15995655
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The annual debt service for the amount due to the County of Marin is as follows as of June 30,
2008:

Fiscal year
ending
June 30, Principal Interest Total
2009 $ 118,358 $ 14,336 $ 132,694
2010 123,024 9,669 132,693
2011 127,874 4,819 132,693
2012 54,757 531 55,288

$ 424,013 $ 29,355 $ 453,368

NOTE 7 - Special assessment bonds:

The City acts as an agent for the property owners by collecting the assessments, forwarding the
collections to the trustee and if appropriate, beginning foreclosure on the Assessment District No.
93-1 (Golden Gate Plaza). The City is not obligated in any manner for this special assessment debt,
and is in no way liable for repayment. The City collects the assessment revenue and delivers the
appropriate funds to the bond trustee. At June 30, 2008, the outstanding principal of the
Assessment District No. 93-1 (Golden Gate Plaza) bond issue was $1,690,000.

The City acts as an agent for the property owners by collecting the assessments, forwarding the
collections to the trustee and if appropriate, beginning foreclosure on the City of Novato
Redevelopment Agency Hamilton 2004 Refunding Special Tax bonds. The City is not obligated in
any manner for this special assessment debt, and is in no way liable for repayment. The City
collects the assessment revenue and delivers the appropriate funds to the bond trustee. At June 30,
2008 the outstanding principal of the City of Novato Redevelopment Agency Hamilton 2004
Refunding Special Tax bond issue was $20,345,000.

The City acts as an agent for the property owners by collecting the assessments, forwarding the
collections to the trustee and if appropriate, beginning foreclosure on the City of Novato Community
Facilities District No. 2002-1 (Pointe Marin) Special Tax bonds. The City is not obligated in any
manner for this special assessment debt, and is in no way liable for repayment. The City collects
the assessment revenue and delivers the appropriate funds to the bond trustee. The original bond
was refunded in August 2007. At June 30, 2008 the outstanding principal of the City of Novato
Community Facilities District No. 2002-1 (Pointe Marin) Special Tax Refunding bond issue was
$11,915,000.

The City acts as an agent for the property owners by collecting the assessments, forwarding the
collections to the trustee and if appropriate, beginning foreclosure on the City of Novato Community
Facilities District No. 1 (Vintage Oaks) Special Tax bonds. The City is not obligated in any manner
for this special assessment debt, and is in no way liable for repayment. The City collects the
assessment revenue and delivers the appropriate funds to the bond trustee. At June 30, 2008, the
outstanding principal of the City of Novato Community Facilities District No. 1 (Vintage Oaks)
Special Tax Refunding bond issue was $21,735,000.
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NOTE 8 - Deficit fund balance/retained earnings:

The following funds had deficits in fund balances or retained earnings at June 30, 2008:

Major funds:
RDA Housing $ 20,616,919
Capital Project Fund 838,491

Other governmental funds:

Other Special Revenue Funds:

Hamilton Recreation Environment Fund 48,691
Hamilton Community Facilities Fund 70,066
Eucalyptus Assessment District 2177
Traffic congestion Relief Fund 6
Other Capital Projects Funds:
Measure A Fund 117,469
Novato Public Financing Authority 217,766
Internal service funds:
Equipment Maintenance 163,972
Insurance 1,954,878
Agency Funds
Pacheco Investment Earnings 15,449
Vintage Oaks Bond Administration 15,493
Golden Gate Bond Administration 2,481

NOTE 9 - Employees’ retirement plan:

A. Plan description

The City of Novato contributes to the California Public Employees’ Retirement System (“PERS”), an
agent multiple-employer public employee retirement system. PERS provides retirement, disability,
and death benefits. Such benefits are integrated with Social Security and based on an employee’s
years of service, age and final compensation. All regular City employees participate. Employees
vest after five years of service and qualify to receive retirement benefits at age fifty. PERS acts as a
common investment and administrative agent for participating public entities within the State of
California. Benefit provisions and all other requirements are established by State statute and City
ordinance. PERS issues a publicly available financial report that includes financial statements and
required supplementary information. The report may be obtained from the Executive Office, 400 P
Street, Sacramento, CA 95814,

The City prepaid its pension contributions with proceeds from the 2006 Pension Obligation Bonds
(See Note 6). These prepaid contributions are reflected in the accompanying financial statements
as Prepaid PERS Contribution which amounted to $16,628,158 at June 30, 2008. During fiscal year
2007-08, the amortization of the prepayment increased the actuarially required contributions by
$593,863 to arrive at Annual Pension Costs of $3,746,856. For years prior to 2006-07, Annual
Pension Costs equal the Actuarially Required Contributions disclosure above.
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B. Funding policy

Miscellaneous employees are required to contribute seven percent (7%) of their annual salary to
PERS and Public Safety employees are required to contribute nine percent (9%) of their annual
salary to PERS. The employees’ required contribution is paid by the City on behalf of the
employees. The City is required to contribute the remaining amounts necessary to fund the benefits
for its members using the actuarial basis recommended by the PERS actuaries and actuarial
consultants and adopted by the PERS Board of Administration. For the fiscal year 2007-08, PERS
charged 14.943% for the miscellaneous plan and 24.281% for the safety plan.

C. Annual pension cost

For fiscal year 2007-08, the City’s annual pension cost of $3,746,856, includes the amortization of
the prepaid PERS contributions of $593,863 (See section Note 9 A) and $3,152,993 which was
equal to the City's required and actual PERS contributions. The required contribution was
determined as part of the June 30, 2005 actuarial valuation which is the latest available valuation.
Significant actuarial assumptions used in the valuation include (a) a rate of return on the investment
of present and future assets of 7.75% per year compounded annually, (b) projected salary increases
of 3.25% per year compounded annually, (c) projected inflation rate of 3% compounded annually,
(d) additional projected salary increases that vary by duration of service and (e) no postretirement
benefit increases. The actuarial value of PERS’ assets was determined using techniques that
smooth the effects of short-term volatility in the market value of investments over a period of two to
five years. PERS’ unfunded actuarial accrued liability is being amortized as a level percentage of
total projected payroll for the applicable fiscal year.

D. Three-year trend information for PERS

Annual Percentage Net
pension cost APC pension
(APC) contributed asset
Miscellaneous employees
Fiscal year ended:
6/30/2006 $ 1,646,830 100% $ 8,000,000
6/30/2007 1,743,116 118% 7,733,333
6/30/2008 1,722,029 118% 7,733,333
Safety employees
Fiscal year ended:
6/30/2006 $ 1,946,703 100% $ 9,815,883
6/30/2007 1,865,910 121% 9,488,687
6/30/2008 2,024,827 119% 9,488,687

NOTE 10 - Deferred compensation plan:

The City offers its eligible employees a deferred compensation plan created in accordance with
Internal Revenue Code Section 457. The plan, available to all regular employees, permits them to
defer a portion of their salary. The deferred compensation is not available to employees until
termination, retirement, disability, death, or unforeseen emergency.

During fiscal year 1999, the City adopted GASB No. 32, Accounting and Financial Reporting for
Internal Revenue Code Section 457 Deferred Compensation Plans. GASB 32 was issued in
response to a change in federal law that removes the assets in deferred compensation plans from
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the general creditors in the event of a government bankruptcy. Therefore, the City is not required to
report its Section 457 Deferred Compensation Plans. As required by the Internal Revenue Code,
the City established a trust for the assets and income of the Plan with an independent trustee for the
exclusive benefit of participants and their beneficiaries and no longer holds assets in a trustee
capacity. Therefore, the City discontinued its practices of accounting for and reporting the deferred
compensation plan.

NOTE 11 - Risk management:

The City is exposed to various risks of loss related to torts; theft of, damage to, and destruction of
assets; errors and omissions, and natural disasters. The City manages risk by participating in the
public entity risk pools described below and by retaining certain risks.

Public entity risk pools are formally organized separate entities established under the Joint Exercise
of Powers Act of the State of California. As separate legal entities, these risk pools exercise full
powers and authorities within the scope of the related Joint Powers Agreements including the
preparation of annual budgets, accountability for all funds, the power to make and execute contracts
and the right to sue and be sued. Each risk pool is governed by a board consisting of
representatives from member municipalities. Each board controls the operations of the respective
risk pool, including selection of management and approval of operating budgets, independent of any
influence by member municipalities beyond their representation on the board. Obligations and
liabilities of these risk pools are the City’s responsibility.

A. Risk Pools

Bay Cities Joint Powers (BCJPIA) Insurance Authority covers general liability claims in an amount
up to $14,000,000. The City has a deductible or uninsured liability of up to $250,000 per claim.
Once the City’s deductible is met BCJPIA becomes responsible for payments of all claims up to the
limit. The City paid $101,701 for claims and $270,878 for insurance premiums during the fiscal year
ended June 30, 2008.

Condensed audited financial information of BCJPIA at and for the fiscal year ended June 30, 2008
is as follows:

Total assets $ 20,055,378
Total liabilities 11,743,618
Net assets $ 8,311,760
Total revenues $ 11,615,012
Total expenditures 8,453,122
Change in net assets $ 3,161,890

The City is a participant in the BCJPIA workers compensation risk pool, which in turn participates in
the Local Agency Workers Compensation Excess Insurance Joint Powers Authority’s (LAWCX) risk
pool, and LAWCX in turn purchases coverage above the $1 million coverage provided by its pool.
The City has a self-insured retention of $150,000 for claims, and the BCJPIA pool covers claims
from $150,000 to $500,000. Claims from $500,000 to $50 million are covered by LAWCX.
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The City’s contributions with each risk pool equals the ratio of the City’s payroll to the total payrolls
of all entities participating in the same layer of each program, in each program year. Actual
surpluses or losses are shared according to a formula developed from overall loss costs and spread
to member entities on a percentage basis after a retrospective rating. During the fiscal year ended
June 30, 2008, the City incurred costs of $625,137 for coverage premiums and administration of the
risk pools.

During the past four fiscal years, none of the above programs have had settlements or judgments
that exceeded pooled or insured coverage. There have been no significant reductions in pooled or
insured liability coverage from the prior year.

Financial statements for BCJPIA and LAWCX may be obtained from Bickmore & Associates, 1020
19" Street, Suite 200, Sacramento, CA 95814.

B. Liability for Uninsured Claims

The City estimates its liability for the uninsured portion of claims, including a provision for claims
incurred but not reported (“IBNR"), based on claims experience. Undiscounted claims liabilities
were as follows at June 30, 2008:

Workers' General
Compensation Liability Total
Projected known claims $ 498,576 $ 59,985 $ 558,561
Projected IBNR 745,791 158,256 904,047
Claims liabilities, June 30, 2008 $ 1,244,367 $ 218,241 $ 1,462,608
Workers' General
Compensation Liability Total
Claims liabilities - current $ 312474 $ 68,325 $ 380,799
Claims liabilities - non-current 931,893 149,916 1,081,809
Total claims liabilities $ 1,244,367 3 218,241 $ 1,462,608

NOTE 12 - Contingencies:

The City is a defendant in a number of lawsuits and claims pending at June 30, 2008. Based on
correspondence with the City’s legal counsel, it is the opinion of City management that the
settlement of such pending cases would not materially affect the City’s financial position.

Amounts received or receivable from grantor agencies are subject to audit and adjustment by
grantor agencies, principally the Federal Government. Any disallowed claims, including amounts
already collected, may constitute a liability of the applicable funds. The amount, if any, of
expenditures which may be disallowed by the grantor cannot be determined at this time, although
the City expects such amounts, if any, to be immaterial.
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Promissory notes on shared appreciation loans

Certain housing units in the redevelopment area are part of an affordable housing program
designed to create, preserve, maintain and protect housing for persons of low or moderate income.
Qualified persons (“Buyer”) are able to purchase the housing units at below fair market value, as a
result of the Agency’s investment in the project. The Agency has a promissory note (“Note”) with the
Buyer for the amount of the difference between the fair value and the purchase price of the unit,
which is considered the Agency’s initial equity contribution. No payments are due under the Note,
unless the Buyer re-sells the unit to a non-eligible buyer or otherwise defaults on the Note, as
defined in the agreement. The Note is cancelled if the Buyer sells the unit to another eligible buyer.
If the Buyer sells to a non-eligible buyer, the Agency will receive a pro-rata share (based on the
Agency’s and Buyer's respective equity) of the appreciation of the Unit. As of June 30, 2008, no
amounts have been recorded related to these loans as any payment is contingent on sales of units
to non-eligible buyers in the future.

NOTE 13 - Post retirement health care benefits:

Police who retire from the City are eligible to receive health care benefits. The City pays $100 per
month per police employee toward premiums charged for a health benefit plan. During the fiscal
year ended June 30, 2008, expenditures of $41,767 were recognized for post-retirement health care
for 41 retired employees.

NOTE 14 - Commitments:

The Agency leases a facility (Community Gymnastics Teen Center) from the Novato Public
Financing Authority (“NPFA”) under a thirty-year non-cancelable operating lease expiring in
February 2028. Under the terms of the lease, rent is equal to the semi-annual payments due on the
NPFA’s loan obligation on the facility, as defined. The Agency prepaid the rent for the remaining
term of the lease in fiscal 2006 in the amount of $1,203,296, and in turn the outstanding loan
obligation on the facility in the principal amount of $1,168,249 was paid during the fiscal year ended
June 30, 2006, along with $35,047 of accrued interest.

Marin Emergency Radio Authority Obligation

The City of Novato is a member of the Marin Emergency Radio Authority (MERA), along with the
County of Marin and twenty-four other local government agencies. MERA's purpose is to plan,
finance, implement, own, and operate a multi-jurisdictional and county-wide public safety and
emergency radio system. To finance this system, the MERA in 1999 issued approximately $27
million in revenue bonds. Under the joint powers agreement with MERA, the City is obligated to
make payments to MERA for use of MERA’s systems. The City’s minimum service payments are
estimated to be as follows at June 30, 2008:

Minimum
Fiscal year ending Service

June 30, Payments
2009 $ 221,885
2010 221,859
2011 221,520
2012 221,559
2013 221,637
2014-2018 1,108,768
2019-2021 443,335
$ 2,660,563
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NOTE 15 - Fund equity:

Fund balances and retained earnings consist of reserved and unreserved amounts. Reserved fund
balances and retained earnings represent amounts that are legally restricted to a specific use or are
not available for appropriation of expenditure. The remaining portion is unreserved. Portions of the
unreserved fund balance may be designated to indicate tentative plans for financial resource
utilization in a future period. Such plans or intent are subject to change and have not been legally
authorized or may not result in expenditures.

Fund balances and retained earnings reserved and unreserved/designated at June 30, 2008 are as
follows:
RESERVED

Major Funds:

General Fund $ 10,284,290
Hamilton Trust Fund 32,320,890
42,605,180

Other Governmental Funds:
Special Revenue Funds:

Housing Opportunity 1,316,154

State Gas Tax 131,682
Capital Project Funds

Development Impact Fees 607,094

2,054,930
Debt Service Fund:

Bond requirements 2,575,231
Total reserved $ 47,235,341

61



UNRESERVED, DESIGNATED
Major Funds:

General Fund $ 413,472
Redevelopment Agency 164,761
578,233

Other Governmental Funds:
Special Revenue Funds:

Affordable Housing Trust 129,820
Clean Stormwater 14,855
Underground Utilities 100,495
Parking Improvement 124,542
O'Hair/Fuchs park -
Chapter 27 Assessment 101,343
Assessment District Wildwood Glen -
471,055
Capital Projects Funds:

Measure B 2,855,997
Measure A (117,469)
Prop 1B 844,458
Clean Stormwater CIP 93,758
Street & Storm Drain Maintenance 334,050
Long Tem Maintenance 694,283
Development Inmpact Fees 11,936,305
Community Center Maintenance 482,639
Community Facilities Performing Arts 1,790,288
Community Facilities Teen/Gym Center 89,405
Novato Public Finance Authority (217,766)
Civic Center 4,081,893
22,867,841

Total unreserved, designated $ 23,917,129

NOTE 16 - Excess of expenditures over appropriations:

For the fiscal year ended June 30, 2008, expenditures exceeded the budgeted expenditures in the
following funds:

Expenditures

Fund exceeded budget
General fund:

General government $ 595,759

Public safety 924,077

Cultura and recreation 1,770,186
RDA :

Interest and fiscal agent fees 275,226

NOTE 17 - Prior period adjustments:

A prior period adjustment in the amount of ($270,292) was recorded in the General Fund
governmental fund balance sheet which resulted in a reduction of beginning fund balance. This
adjustment related to not accruing for the fiscal 2007 County Mitigation Agreement payment which
was made in fiscal 2008.
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CITY OF NOVATO
Pension Plans
Schedule of Funding Progress (Unaudited)

PERS:
(b) (a) (c) (a)/(b) (d) (c)(d)
Entry Age Unfunded UAAL
Actuarial Liability/ Annual asa
Valuation Accrued Actuarial (Excess Funded Covered Percentage of
Date Liability Asset Value Assets) Ratio Payroll Payroll
Safety 6/30/2005 $ 1,325,510,754 $ 1,137,149,859 $ 188,360,895 86% $ 161,446,071 117%
6/30/2006 $ 1,473,284,852 $ 1,325,056,850 $ 148,228,002 90% $ 177,088,890 84%
6/30/2007 $ 1,648,159,522 $ 1,422,143,105 $ 226,016,417 86% $ 200,537,256 113%
Miscellaneous 6/30/2005 $ 46,049,551 $ 38,495,098 $ 7,554,453 84% $ 9,923,280 76%
6/30/2006 $ 50,109,267 $ 50,217,404 $ (108,137) 100% $ 9,720,532 1%
6/30/2007 $ 54,378,556 $ 54,428,931 $ (50,375) 100% $ 10,934,961 0%

*The actuarial value of assets, liabilities and covered payroll for the Safety Plan are obtained from the City of
Novato's annual actuarial reports received from PERS. This information covers the entire risk pool and not just the City of
Novato. The information for fiscal year June 30, 2008 is not
available and therefore is not included in the above analysis.
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CITY OF NOVATO

Nonmajor Governmental Funds

Other Special Revenue Funds - accounts for revenues derived from specific revenue
sources. These funds are required by statute or ordinance to finance particular functions
or activities of government.

Other Capital Projects Funds - accounts for financial resources to be used for the
acquisition or construction of major capital facilities and equipment other than those
financed by proprietary funds.

Other Debt Service Funds - accounts for financial resources to be used for payment for
City's long-term debt.




CITY OF NOVATO

Nonmajor Governmental Funds

Combining Balance Sheet
June 30, 2008

ASSETS

Cash and investments
Cash with fiscal agent
Receivables:

Interest

Accounts
Due from other funds
Deferred costs

Total assets

LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payable
Accrued salaries & benefits
Accrued liabilities
Due to other funds
Deposits/other payables
Deferred revenue
Total liabilities

Fund balances:
Reserved
Designated
Unreserved (deficit)
Total fund balances

Total liabilities and fund balances

Total

Special Capital Debt Nonmajor

Revenue Projects Service Governmental
Funds Funds Funds Funds

$ 14,715,046 $ 25,097,696 $ 2,558,136 $ 42,370,878
- - 17,095 17,095
462,973 - - 462,973
2,126,349 2,142,940 - 4,269,289
5,967 90,147 - 96,114
$ 17,310,335 $ 27,330,783 $ 2,575,231 $ 47,216,349
$ 44386 $ 770 $ - 9 45,156
156,217 1,900,147 - 2,056,364
- 1,497,391 - 1,497,391
674,381 457,540 - 1,131,921
874,984 3,855,848 - 4,730,832
1,447,836 607,094 2,575,231 4,630,161
471,055 22,867,841 - 23,338,896
14,516,460 - - 14,516,460
16,435,351 23,474,935 2,675,231 42,485,517
$ 17,310,335 § 27,330,783 $ 2,575,231 $ 47,216,349
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CITY OF NOVATO
Nonmajor Governmental Funds

Statement of Revenues, Expenditures and Changes in Fund Balances

For the Fiscal Year Ended June 30, 2008

REVENUES

Taxes
Use of money and property
Revenues from other agencies
Current service charges
Other revenue

Total revenues

EXPENDITURES

Current:
General government
Public safety
Public works
Cultural & Recreation
Community development
Capital outlay
Debt service:
Principal
Interest and fiscal agent fees
Total expenditures

REVENUES OVER (UNDER) EXPENDITURES
OTHER FINANCING SOURCES (USES)
Transfers in
Transfers out
Debt proceeds
Issuance costs

Total other financing sources (uses)

Net change in fund balances

Fund balances, beginning of year

Fund balances, end of year

Total
Special Capital Debt Nonmajor
Revenue Projects Service Governmental
Funds Funds Funds Funds
$ 1,006,231 $ 716,171 $ 2,640,036 $ 4,362,438
625,782 1,893,073 65,147 2,584,002
1,636,759 843,237 - 2,479,996
662,326 1,726,919 - 2,389,245
2,326 19 - 2,345
3,933,424 5,179,419 2,705,183 11,818,026
2,000 1,288,844 60,139 1,350,983
184,031 - 184,031
872,815 - - 872,815
- 75,486 - 75,486
7,800 - 7,800
11,909 - 1,300,000 1,311,909
32,403 8,742 2,168,671 2,209,816
1,110,958 1,373,072 3,528,810 6,012,840
2,822,466 3,806,347 (823,627) 5,805,186
123,417 168,250 893,986 1,185,653
(3,669,971) (5,017,072) - (8,687,043)
(3,546,554) (4,848,822) 893,986 (7,501,390)
(724,088) (1,042,475) 70,359 (1,696,204)
17,159,439 24,517,410 2,504,872 44,181,721
$ 16435351 §$ 23,474,935 $ 2575231 $ 42,485,517
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CITY OF NOVATO

Capital Projects Funds

Capital Projects Funds are used to account for financial resources to be used for the
acquisition or construction of major capital facilities and equipment other than those
financed by proprietary funds. The City's various Capital Projects Funds are as follows:

Park Improvement Bond Project Fund - accounts for the proceeds of general
obligation bonds issued under Measure G for park improvements.

Measure B Street Bond Project Fund 2007 - accounts for bond proceeds and the use
of street and storm drain general obligation, Measure B bond poceeds approved by the
voters in November 2004.

Measure B Street Bond Project Fund 2004 - accounts for bond proceeds and the use
of street and storm drain general obligation, Measure B bond poceeds approved by the
voters in November 2004.

Measure A Street Bond Project Fund - accounts for funds received from Measure A
for local streets and roads. These funds are received through the Transportation
Authority of Marin for a 20 year period.

Park Development Fund - accounts for the acquisition, improvement, and expansion
of public parks and recreation faciliies supported by transfers of residential
development tax from the General Fund.

Civic Center Fund - accounts for the accumulation of revenues for the eventual
planning, design, and construction of a new City hall.

City Hall Rehabilitation Fund - accounts for interest primarily appropriated for
rehabilitations and improvements to existing buildings on the City Hall campus.

Clean Stormwater CIP Fund - accounts for the capital improvement element of the
City of Novato Clean Stormwater Program.

revenues and expenditures for Novato's clean stormwater program. The program plans
to prevent pollutant discharge from entering streets and storm drains before flowing into
creeks and wetlands.

Long Term Maintenance Fund - accounts funds to be used for major maintenance of
City facilities

Restricted Revenue Fund - accounts for in-lieu deposits from developers for
construction of public improvements.

Development Impact Fees Fund - accounts for fees paid by developers for public
facilities.

RDA Community Center Project Funds - A specific fund has been established for
each of the following: Maintenance, Performing Arts, Gymnastics and Teen Center, and
Pool.

Novato Public Financing Authority - accounts for the financing activities and
operational transactions of City owned properties.
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CITY OF NOVATO

Debt Service Fund

Debt Service Funds are used to account for financial resources to be used for payment
for City's long-term debt. The City's debt service funds are:

General Obligation Bonds- accounts for accumulation of resources and payment of
interest and principal for general obligation bonds, Measure F and G.

Financing Authority Fund- accounts for accumulation of resources and payment of
the lease revenue bond from the City to the Authority.

Pension Obligations Bond Fund- accounts for accumulation of resources and
payment of pension obligation bonds.




CITY OF NOVATO

Other Debt Service Funds
Combining Balance Sheet

June 30, 2008

ASSETS

Cash and investments
Accounts receivable
Total assets

LIABILITIES AND FUND BALANCES

Liabilities:

Accrued liabilities

Advances from other funds
Total liabilities

Fund balances:
Reserved for debt service
Unreserved - undesignated

Total fund balances

Total liabilities and fund balances

General
Obligation
Bonds

Total

Other Debt
Service
Funds

$ 2,558,136
17,095

$ 2,558,136

17,095

$ 2,575,231

$ 2,575,231

2,575,231

2,575,231

2,575,231

2,575,231

$ 2,575,231

$ 2,575,231

Schedule 8



CITY OF NOVATO
Other Debt Service Funds

Combining Statement of Revenues, Expenditures and Changes in Fund Balances
For the Fiscal Year Ended June 30, 2008

Total
General Pension Other
Obligation Financing Obligation Debt Service
Bonds Authority Bond Funds
REVENUES
Property taxes $ - $ - $ - $ -
Taxes 2,640,036 - - 2,640,036
Revenues from other agencies - - - -
Use of money and property 65,147 - 65,147
Other revenues -
Total revenues 2,705,183 - - 2,705,183
EXPENDITURES
Current:
General government 60,139 60,139
Debt service:
Principal 1,300,000 - - 1,300,000
Interest and fiscal agent fees 1,274,685 - 893,986 2,168,671
Total expenditures 2,634,824 - 893,986 3,528,810
Excess of revenues over (under) expenditures 70,359 - (893,986) (823,627)
OTHER FINANCING SOURCES (USES)
Debt proceeds - -
Transfers in 893,986 893,986
Transfers out - -
Total other financing sources (uses) - - 893,986 893,986
Net change in fund balances 70,359 - - 70,359
Fund balances, beginning of year 2,504,872 - - 2,504,872
Fund balances, end of year $ 2575231 § - $ - $ 2,575,231

Schedule 9



CITY OF NOVATO

Internal Service Funds

Internal Service Funds are used are used to account for the financing of goods or
services provided by one department or agency to other departments or agencies of the
government and to other government units, on a cost reimbursement basis.

Equipment Maintenance Fund - accounts for maintenance and operation charges to
user departments for use of city vehicles and equipment.

Equipment Replacement Fund - accounts for resources to be used for replacement
of vehicles and equipment. Revenues are generated primarily from rental charges to
user departments.

Furnishings, Fixtures & Equipment Replacement Fund - accounts for funds set
aside to meet future replacement costs of major capital expenditures not already
provided for in the vehicle/equipment replacement fund.

Insurance Reserve Fund- accounts for claim settlements and reimbursements in
accordance with a joint powers agreement between the City and other Marin County
cities.




CITY OF NOVATO

Internal Service Funds

Combining Statement of Net Assets (Deficit)

June 30, 2008

Assets
ASSETS

Current assets:

Cash and investments

Cash with fiscal agents

Accounts receivable

Loans receivable

Due from other funds

Deposits

Prepaids and other assets
Total current assets

Capital assets, net
Total assets

LIABILITIES

Current liabilities:
Accounts payable
Deferred revenue
Claims payable

Total current liabilities

Claims payable - noncurrent
Total liabilities

NET ASSETS

Invested in capital assets, net of related debt
Unrestricted
Total net assets (deficit)

Furnishings,

Fixtures & Total Internal

Equipment Equipment Equipment Service

Maintenance Replacement Replacement Insurance Funds
$ (136,344) $ 3,403,332 $ 749 § - $ 3,267,737
1,368,927 - 1,368,927
(136,344) 4,772,259 749 - 4,636,664
1,504,796 - 1,504,796
(136,344) 6,277,055 749 - 6,141,460
27,629 55,726 - 83,355
203,290 - 203,290
380,799 380,799
27,629 259,016 - 380,799 667,444
1,081,809 1,081,809
27,629 259,016 - 1,462,608 1,749,253
- 1,504,796 - - 1,504,796
(163,972) 4,513,243 749 (1,462,608) 2,887,412
$ (163,972) § 6,018,039 § 749 $(1,462,608) $ 4,392,208
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CITY OF NOVATO
Internal Service Funds

Combining Statement of Activities and Changes in Net Assets (Deficit)

For the Fiscal Year Ended June 30, 2008

REVENUES

Use of money and property
Revenues from other agencies
Current service charges
Other revenue

Total revenues

EXPENSES

Cost of services
Depreciation
Total expenses

Operating income (loss)

OTHER FINANCING SOURCES (USES)
Transfers in
Transfers out

Change in net assets

Net assets (deficit), beginning of year

Net assets (deficit), end of year

Furnishings,
Fixtures & Total Internal
Equipment Equipment Equipment Service
Maintenance Replacement Replacement Insurance Funds
$ - $ 240,212 § 14,624 - $ 254,836
1,000,514 674,461 1,674,975
11,035 1,214 511,260 523,509
1,011,549 915,887 14,624 511,260 2,453,320
958,463 567,205 3,768 18,990 1,548,426
421,279 421,279
958,463 988,484 3,768 18,990 1,969,705
53,086 (72,597) 10,856 492,270 483,615
446,928 28,767 475,695
(9,434) (336,458) (111,724) (457,616)
(9,434) 110,470 (82,957) - 18,079
43,652 37,873 (72,101) 492,270 501,694
(207,624) 5,980,166 72,850 (1,954,878) 3,890,514
$ (163,972) $ 6,018,039 $ 749  $(1,462,608) $ 4,392,208

Schedule 11



CITY OF NOVATO

Trust and Agency Funds

Trust and Agency Funds are used to account for assets held by the City in a fiduciary capacity or as an agent
for individuals, governmental entities and others.

None of the Trust and Agency Funds are subject to budgeting of revenues and expenditures by the City.
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CITY OF NOVATO

Fiduciary Funds

Combining Statement of Changes in Fiduciary Net Assets

June 30, 2008

Expendable  Non-expendable
Trust Fund Trust Fund
Deposits Held NFA
in Trust Mobile Home Total
ADDITIONS
Operating revenues $ - $ 2,871,037 $ 2,871,037
Investment income 230,703 230,703
Total additions to net assets - 3,101,740 3,101,740
DEDUCTIONS
General and administrative expenses - 1,426,566 1,426,566
Depreciation and amortization - -
Interest expense - 763,716 763,716
Total deductions from net assets - 2,190,282 2,190,282
Transfers in (out) - - -
Changes in net assets - 911,458 911,458
Net assets, beginning of year - 5,201,281 5,201,281
Net assets, end of year $ - $ 6,112,739 $ 6,112,739

Schedule 13





