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e CORRECY YEAR: Mandatory Pre-Proposal Conference: November 5, 2024
@ 10:00am, see details below:

Microsoft Teams

Join the meeting now
Meeting ID: 210 862 261 068
Passcode: TbfPse

Dial in by phone

+1 312-667-7181,,235569704# United States, Chicago
Find a local number

Phone conference ID: 235 569 704#

For organizers: Meeting options | Reset dial-in PIN

All other provisions of the request for proposal shall remain in their entirety.

Vendors hereby acknowledge receipt and understanding of the above Addendum.
Complete and submit this Addendum with your proposal.

[ H P27 ——119m004 Dudek
(Signature Date Company Name
Joseph Monaco, President/CEO 225 South Lake Avenue, Suite M210
Typed Name and Title Address
Pasadena, CA 91101
City State Zip
2
City of Costa Mesa Housing Element Rezoning Program and Environmental Impact Report 62
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Catherine Tang Saez, AICP

Catherine Tang Saez (KATH-er-in TAYNG SIGH-ez; she/her) is an
urban design principal and certified planner with 16 years’
experience in urban design, urban planning, and architecture.
Catherine works at the intersection of design and policy to create
vibrant, sustainable, and healthy communities. Her expertise ranges
across plans big and small, including site planning feasibility studies,
vision plans, transit-oriented development plans, streetscape plans,
complete streets plans, Specific Plans, and community/area plans.
She is adept at updating zoning codes, drafting objective
development standards and design guidelines, and conducting
community outreach and engagement. Additionally, Catherine
teaches planning and design at the University of Southern California
Sol Price School of Public Policy.

Select Project Experience

Comprehensive Zoning Code Update, Pico Rivera, California. Serving
as urban designer/planner to conduct a comprehensive update to
the City’s existing zoning code. The Comprehensive Zoning Code
Update will ensure that the zoning code effectively implements the
policies of the General Plan while also addressing recently approved
state law to facilitate housing, set clear expectations for the design of
new development (known as Objective Desigh Standards), and
streamline the review and approvals process. The Comprehensive
Zoning Code Update will modernize the City’s approach to
development regulation to reflect current development uses and best
practices and provide an illustrated and user-friendly set of
regulations. (2023 -Present)

Education

Harvard University
MAUD, Urban Design,
2012

University of Southern
California

BArch, Architecture,
2009

Certifications

American Institute of
Certified Planners
(AICP)

Professional
Affiliations
American Planning
Association (APA)

Housing Element Implementation Programs, City of Rancho Palos Verdes, California. Serving as
urban designer/planner to assist the City in implementing multiple programs from its 2021-2029
Housing Element Update, including a Mixed-Use Overlay District, a Residential Overlay District,
accessory dwelling unit ordinance update, and other rezones. The effort includes site feasibility
testing given the unique sightline and topographical constraints specific to the peninsula,
preparation of new objective standards consistent with state law, and outreach and engagement

centered around community education. (2022 -Present)

Housing Incentive Overlay Zone, City of Fullerton, California. Serving as urban designer/planner to
develop a housing incentive overlay zone plan for selected nonresidential parcels citywide. The
effort includes evaluation of the feasibility of residential development on these parcels and
establishes the development standards along with market-tested inclusionary goals. (2020 Present)
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Rancho Specific Plan, City of Burbank, California. Serving as urban designer/planner to prepare a
Specific Plan for Burbank’s Rancho Neighborhood, a rare remnant of urban equestrianism located
along the banks of the Los Angeles River adjacent to Griffith Park (one of the largest municipal parks
in the country) and the Burbank Media District (one of the highest concentrations of entertainment
companies in the world). The effort will address the neighborhood’s desire for preservation and
protection amidst local and state pressures in housing and sustainability. (2024 -Present)

Specific Plan Peer Review and Updates, City of Burbank, California. Serving as urban
designer/planner to peer review, truth-test, and refine two ongoing Specific Plan updates in the City:
the Media District Specific Plan for the 544-acre global epicenter of media production and studio
uses, and the Golden State Specific Plan for the 630-acre district encompassing Burbank Airport and
the future High-Speed Rail Station. The effort includes a diagnostic analysis of the current plans, site
feasibility testing, and rewriting of objective design and development standards. (2024 -Present)

Corona del Mar Implementation Overlay Zone, City of Newport Beach, California. Serving as urban
designer/planner to prepare an implementation overlay zone for Pacific Coast Highway in Corona del
Mar to enhance the vibrancy of the 1-mile commercial corridor as the City’s “main street.” The effort
includes analysis, site feasibility testing, preparation of objective design and development standards,
and outreach and engagement. (2024 -Present)

Firearm and Ammunitions Retailer Regulations, City of Burbank, California. Served as urban
designer/planner to prepare new regulations for firearm and ammunition retail uses citywide.
Following community concerns over the proximity of a new gun store to a local school, Dudek
worked closely with City staff to draft new business licensing requirements; objective design
standards for storage, barriers, and lighting; and buffer/separation distance requirements from
sensitive uses such as schools, parks, libraries, and residential uses. The effort required in-depth
research of state and federal law to ensure compliance, collaboration with the Giffords Law Center,
coordination with the police department, and extensive outreach and engagement with the
community and interested parties, including existing firearm and ammunition businesses in the
City. (2023-2024)

Mira Mesa Community Plan Update, City of San Diego, California. Served as urban
designer/planner to update the Mira Mesa Community Plan, a transit-priority effort. Mira Mesa—
with 10,500 acres; 80,000 residents; and 80,000 jobs—is the largest and most populous of San
Diego’s 50 community plan areas. This effort included corridor planning and conceptual urban
design studies for four focus areas within the community. The studies tested and illustrated new
approaches to land use, development standards, and mobility improvements to revitalize the focus
areas and retrofit suburban shopping malls with transit-supportive uses and development
typologies. (2019-2022)

Residential Development Standards, City of El Cajon, California. Served as urban designer/planner
to update the City’s regulations and procedures for the provision of residential uses. The effort
included an in-depth analysis of the City’s existing regulatory framework, physical feasibility studies
for hypothetical development typologies, and an update to the City’s development and design
standards to be consistent with state requirements for objectivity. (2022-2022)
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Gaurav Srivastava, AICP

PRINCIPAL IN CHARGE | GSRIVASTAVA@DUDEK.COM

Gaurav Srivastava (GORE-uv shree-VAAS-thuv; he/him) is an urban
designer with 22 years’ experience. Gaurav leads Dudek’s urban
design practice and has authored plans that range from grassroots
neighborhood visions to comprehensive downtown redevelopments.
His award-winning work, for both private and public-sector clients, is
driven by twin passions: to reduce the footprint of human habitation
via compact redevelopment of city centers, and to always reinforce
the importance of the pedestrian experience as the defining
experience of cities. Gaurav is adept at faciliating workshops and
shaping discussions before a variety of audiences. He is an
accomplished project manager and experienced at directing
complex, multidisciplinary teams. In addition, Gaurav serves as a
lecturer and teaches urban design at the University of California,
Los Angeles’ Luskin School of Public Affairs.

Select Project Experience

Housing Incentive Overlay Zone, City of Fullerton, California. Project
manager for a citywide effort to analyze and test the feasibility of new
multi-family residential developments on Fullerton parcels currently
zoned for non-residential uses. The Housing Incentive Overlay Zone
Plan is funded via California Senate Bill 2 grant funds and aims to
facilitate and incentivize the production of housing within the city.
Integral to the planning effort is a capacity-building exercise that
aims to educate and inform a group of Fullerton stakeholders, the
“Housing Champions,” of the economic and regulatory landscape of
housing policy.

Old Town Newhall Specific Plan, City of Santa Clarita, California.
Project Manager for Specific Plan update for Newhall, the historic

Education

Massachusetts
Institute of Technology
MCP, City Planning
School of Planning and
Architecture, Delhi
BArch, Architecture

Certifications
American Institute of
Certified Planners
(AICP)

Professional
Affiliations

American Planning
Association

ULI Rose Center for
Public Leadership,
Faculty Advisor

core of the City. The targeted Plan update aims to test new development types, simplify the existing

form-based code, and extend the usability and legibility of the Plan.

Citywide Complete Streets Plan, City of Burbank, California. Project manager for Citywide Complete
Streets Plan called the Complete Our Streets Plan (www.CompleteQurStreets.com). With a strong
focus on urban design and the city’s built form, the plan analyzes the entire city street network and
proposes improvements through prioritized projects to address the needs of street users of all
modes, ages, and abilities, including pedestrians, bicyclists, individuals with disabilities, transit

users, and automobile users.
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Mixed-Use Overlay Zone District, City of Rancho Palos Verdes, California. Project manager for a
citywide effort to establish a mixed-use overlay on non-residential parcels to expand the city’s multi-
family and missing middle housing supply. Efforts tests the feasibility of new developments and
establishes user-friendly development standards. The plan is is funded via California Senate Bill 2
grant funds. (2021 - present)

Mira Mesa Community Plan Update, San Diego, California. Urban Design lead for a City of San Diego
transit-priority plan effort as part of the Mira Mesa Community Plan Update. Mira Mesa, at 10,500
acres and 80,000 residents, is the largest and most populous of San Diego’s 50 community plan
areas. This effort includes corridor planning and conceptual urban design studies for four focus
areas within the community. The studies test and illustrate new approaches to land use,
development standards, and mobility improvements to revitalize the focus areas and retrofit
suburban shopping malls with transit-supportive uses and development typologies.

South Colton Livable Corridors Plan, Colton, California. Project Manager for urban design, land use
planning, market analysis, and community outreach services in support of the South Colton, a long-
standing Latino working-class neighborhood in Colton, California. Residents with few resources have
used their imagination and resourcefulness to alter landscapes in ways that are intimate in scale
and personal in nature. The Plan aims to strengthen these grassroots tactical urbanist approaches
and create guidelines and policies that will provide a regulatory framework for formalizing a DIY
approach to neighborhood amenities and improvements.

Randall Preserve, Orange County, California. Leading the Public Access Plan component of a
comprehensive master plan for a 400-acre site that previously operated as an oilfield. Located
adjacent to Costa Mesa (with primary access off the City’s 17t Street corridor), proposed Randall
Preserve is one of the last pieces of remaining open space in coastal Southern California. Formerly
known as Newport Banning Ranch, this former oil field retains significant natural resources. It is
also the homeland of several Tribal Nations that will have input and a major role in the long-term
management of the property. Led by the Coastal Corridor Alliance (Formerly Banning Ranch
Conservancy), and the Mountain Recreation and Conservation Authority, the land will be restored to
support a balanced ecosystem with opportunities for public access and education.

Skid Row and Central City East Vision Plan, City of Los Angeles, California. Central City East lies in
the heart of downtown Los Angeles, adjacent to and overlapping Skid Row, the nation’s largest
cluster of homelessness. The plan addresses a growing concern, “how does a downtown industrial
district address the dramatic changes that are occurring at its doorstep, while also being subject to
long-standing policies that make it the primary location of homeless services for the entire region?”

Sunset Strip Specific Plan Update, West Hollywood, California. Led the effort to update the existing
Specific Plan with new standards and guidelines for off-site signs on the Sunset Strip (i.e., billboards, tall
walls, and digjtal signs). The Strip is arguably the most iconic urban boulevard on the west coast, if not
the entire United States. Situated entirely within the City of West Hollywood, it is the epitome of a bright-
lights, big-signs corridor. The Strip has a long-established tradition of innovative signage, while
simultaneously also creating value for property owners.
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JENNA TOURJE-MALDONADO, AICP  «:asns 4 wess
COMMUNITY OUTREACH AND ENGAGEMENT LEAD

SUMMARY OF QUALIFICATIONS

Jenna Tourjé-Maldonado is a Principal at Kearns & West with
over 17 years of experience in community outreach, stakeholder
facilitation, and planning. Jenna designs collaborative projects that
include multi-pronged techniques and scale engagement to
engage even the hardest-to-reach community members. She is
passionate about partnering with communities on the path to
creating healthy, whole, and equitable places, where people love
where they live and have a voice and a stake in the future.
Through her experience as an outreach professional, urban
planner, and educator, Jenna’s unique expertise informs each one
of her projects.

@ Orange County, CA
8 y Throughout her career, she has led community engagement for

general plans throughout California and is currently conducting

24 JTOURJE@kearnswest.com .
outreach for several general plan updates and housing elements.

W 760-296-9355 In the past year, Jenna has led outreach for gen.eral. plans, specific
plans, housing elements, and open space plans in diverse
EXPERTISE communities in California, incorporating beautiful design,

branding, and communication to communicate what zoning and
planning changes look like in communities. She is developing a
Community Planning Collaborative (Planning 101) for the City of
Santa Ana in partnership with community-based organizations to
implement the zoning code update. Jenna'’s previous work in
Boston led to the creation of Boston'’s first Eco District in the
Talbot Norfolk Triangle (TNT).

= Public Involvement

= Stakeholder Facilitation

= Urban and Environmental
Planning

EDUCATION &

CERTIFICATIONS Jenna is certified by the International Association of Public

Participation (IAP2). She has served as Planning Commissioner for

MURP, Urban and Regional the City of Costa Mesa and co-instructed the Graduate Planning

Blsitzlgiy of California. Irvine Practicum for the Master of Urban Planning and Public Policy
2011 ’ ’ department at UC Irvine from 2014 to 2020.

BA, International Development EXAMPLES OF RECENT EXPERIENCE

University of California, Irvine City of Newport Beach — Multiple Projects; Housing, Circulation,
2007 and Land Use Elements, Listen & Learn, and General Plan Update

AICP City of Irvine — General Plan Update

American Planning Association
City of Burbank — Citywide Complete Streets Plan
Certificate, Public Participation
International Association of City of Oxnard — Sustainable Transportation Plan
Public Participation (IAP2)
City of Santa Clarita — Old Town Newhall Specific Plan Update

282



City of Concord — Housing Element Update
City of Mission Viejo — Oso Creek Golf Course and Open Space Vision Plan

LA County Parks & Recreation — Earvin "Magic" Johnson Recreation Master Plan and Equestrian
Center

City of Long Beach — Successor Agency North Atlantic Boulevard Plan

20+ General and Community Plans for Southern California Counties and Cities
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Pro Forma
Advisors LLC

Lance Harris, Market Analysis Lead

lance.harris@proformaadvisors.com

With nearly 20 years of experience in land
use economics, Mr. Harris provides clients
with market demand and feasibility studies,
mixed-use programming
recommendations, financial analysis,
economic and fiscal impact assessments,
and economic development strategies.

Integral to Mr. Harris’s work is the premium
placed on developing analysis techniques
to gather data at the micro level for market
analysis. Using a combination of public
data sources, private secondary data
sources, first person interviews, GIS data,
and on-the-ground site inspection, he is
able to construct various models of
analysis to effectively determine a
development’s market area, capture rate,
and absorption, which determine overall
demand and feasibly.

His broad range of experience working with
cities, counties, redevelopment agencies,
land planning/urban design firms, and real
estate development interests allows him to
effectively evaluate projects from both the
private and public perspective.

Market/Financial Analysis

Mr. Harris” work in market analysis has
included analysis of variety of land uses
including residential, industrial, retail,
office, hotel, recreational, and mixed-use
development. lllustrative projects for
private developers and municipal clients
are included below.

» Grantville Redevelopment Area
Community Plan Economics (San Diego,
California)

» Transit Village Specific Plan Economics
(El Monte, California)

» Fresno High Speed Rail TOD Plan
Economics (Fresno, California)

» Economic Futures Analysis of Nodes &
Corridors (los Angeles, California)

» The Shoppes Phase || Compass
Blueprint Project (Chino Hills, California)

» Feasibility of Alternative TOD Concepts
(Los Angeles, California)

» Bob Hope Master Plan Mixed-Use TOD
Analysis (Burbank, California)

» TOD Financial Analysis (Santa Monica,
California)

» SunCal’s Proposed Waterfront Mixed-
Use Project (Redondo Beach, California)

» San Diego Incentive Zoning Economics
(San Diego, California)

» Sunroad Enterprises Confidential Market
Analysis (San Diego, California)

» The Howard Hughes Development
Corporation Confidential Market Analysis
(Dallas, Texas)
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Pro Forma
Advisors LLC

Impact Analysis

Mr. Harris’ work in economic impact
analysis has included analysis of variety of
land uses including real estate
development, gaming, themed attractions,
sporting venues, and special events.
lllustrative projects are included below.

» NIKE, Inc.’s Corporate Headquarter
Operations (Beaverton, Oregon)

» Proposed Los Angeles Football Stadium
at Grand Crossing (City of Industry,
California)

» Coachella Music Festival (Indio,
California)

» AMGEN Tour of California (Santa Clarita,
California)

Previous Experience

Prior to joining Pro Forma Advisors, Mr.
Harris was an Associate Director of Eco-
nomics at AECOM. He was also a Senior
Associate at Economics Research Associ-
ates (ERA) prior to the company’s acquisi-
tion.

Education

Lance received an M.A. in Urban Planning
from the USC Price School of Public Policy
specializing in real estate and economic
development. He also has a B.A. degree in
Political Science from the Trinity College in
Hartford, Connecticut.

Professional Affiliations

Mr. Harris represents Pro Forma Advisors
in the American Planning Association. Mr.
Harris is the former Chair of the APA’s
Economic Development Division.

285



Asha Bleier, AICP

Asha Bleier is a principal planner with 19 years’ experience
managing complex planning and development projects throughout
California. Asha leads Dudek’s Planning and Urban Design practice.
Her multidisciplinary expertise includes a full range of planning
efforts such as regional and general plans, community plans,
corridor/transit-oriented development, resilience planning, and
design guidelines. Asha’s background in design, development, and

sustainability allows her to make sound policy recommendations Education

relative to the interaction between users and their built University of California,
environments. She is skilled at managing large, multidisciplinary Santa Barbara

teams; developing creative strategies for complex projects; and BA, Environmental
facilitating meaningful stakeholder and public dialogue. Studies (Geography/

Urban Planning

Asha currently serves as the professional development AICP Exam elphasi) 2005

coordinator for the California state chapter of the American Planning

Association, and is an active member of the Diversity, Equity & Certifications

Inclusion subcommittee. American Institute of
Certified Planners

Select Project Experience (AICP), issued 2012
Professional

General Plan Update, City of Newport Beach, California. Serves as

the principal in charge for a comprehensive update to the General Affllla.tlons _

Plan. Tasks include an extensive community outreach and American Planning
engagement program; analysis of both quantitative and qualitative Association

data; visioning, goal, and policy development; and management of American Institute of
technical staff, planning staff, and subconsultants. The update has a Architects

heightened focus on resilience strategies and includes technical U.S. Green Building
analysis of challenges faced by a coastal community such as sea Council

level rise and coastal erosion. Women in Architecture

Urban Design and Housing Strategies, City of El Cajon, California.

Served as the principal in charge for the Urban Desigh and Housing

Strategies project. This project consisted of a multifaceted approach to update the City’s regulations
and procedures for the provision of residential and mixed uses. The team created objective
development standards paired with easy-to-understand graphics informed by an in-depth analysis
of existing regulations pertaining to mixed use, residential, and accessory dwelling unit
development, as well as internal permit processing procedures; updated permit processes to
increase understanding of regulations and ease of permit review; an updated accessory dwelling
unit ordinance; an interactive web-based tool for development opportunity sites and incentives; and
guides and marketing materials to assist staff and developers in understanding updated
regulations and procedures.

286



DUDEK

South Bay Area Plan, Los Angeles County Department of Regional Planning, California. Served as
principal planner. Led the development of several background briefs for the project focused on land
use, zoning, historic and cultural resources, and equity, as well as the zoning and Area Plan land
use recommendations. Led the development of the Area Plan’s goals, policies, and implementation
programs, including the creation of a policy crosswalk to ensure policies complement existing
Countywide policies while providing targeted direction for the South Bay Planning Area. Assisting in
the management of economic and transportation subconsultants (Pro Forma and Intersecting
Metrics, respectively), as well as internal management across environmental, historic preservation,
and planning disciplines. A key project goal was to implement the County’s housing element.

Metro Area Plan, Los Angeles County Department of Regional Planning, California. Served as project
manager/principal for the Los Angeles County Metro Area Plan, which is a planning document
intended to guide regional-level growth and development within the eight unincorporated
communities of the Metro Planning Area. The Area Plan proposes to implement land use and zone
changes to facilitate the development of 30,968 dwelling units and 1,124,731 square feet of
industrial building area, including instances of neighborhood-scale commercial use within
residentially zoned parcels. The project provides the County with the opportunity to consider broad
policy alternatives and program-wide mitigation measures and to comprehensively address
potential environmental impacts. A key project goal was to implement the County’s

housing element.

General Plan Update, City of Lomita, California. Served as principal in charge for the comprehensive
update of the City of Lomita’s Housing and Safety Elements and associated CEQA process. Dudek
staff prepared a detailed assessment of the hazards affecting the City, when they will occur, where
the City is most vulnerable, and what communities are most impacted by hazards. Dudek prepared
a Vulnerability Assessment and Capability Assessment to support the planning effort.

General Plan Update, City of Highland, California. Served as project manager overseeing the
comprehensive update of the City of Highland’s Housing, Safety, and Environmental Justice
Elements and associated CEQA process. Dudek staff prepared a detailed assessment of the
hazards affecting the City, when they will occur, where the City is most vulnerable, and what
communities are most impacted by hazards. Dudek prepared a Vulnerability Assessment and
Capability Assessment to support the planning effort. Dudek is also collaborated with the City to
create a virtual outreach hub, including news/events, resources, three online public workshops,
and other project details.

General Plan Update, City of Carlsbad, California. Served as a member of the planning team to
assist in the process of a General Plan Update for the City of Carlsbad. Prepared working papers
that served as a foundation for updating the goals, policies, and programs in the open space and
natural environment, history, arts, and cultural resources elements of the City’s General Plan.
Provided direction regarding potential environmental constraints for the formulation of land use
alternatives in accordance with CEQA requirements and worked closely with the planning team on
policy development.
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Janet Rodriguez

ZONING CODE UPDATE LEAD |
JRODRIGUEZ@DUDEK.COM

Janet Rodriguez (JAN-it rohd-REE-gehz; she/her) is an urban planner
with 5 years’ professional experience in land use planning, current
planning and zoning, community outreach, and geographic
information system (GIS). Ms. Rodriguez has experience conducting
housing development land feasibility and constraints analyses,
updating general plan and community plans, updating zoning

ordinances, and analyzing policies’ effect on the built environment. Education
Ms. Rodriguez understands the importance of balancing project University of Southern
priorities with community needs and identifying ways to solicit California

feedback that can be meaningfully incorporated into the planning
process to effectively provide context-specific and implementable
recommendations and actions.

MA, Urban Planning/
Design and Graduate
Certificate in Real

' _ Estate Development,
Select Project Experience 2019

Comprehensive Zoning Code Update, City of Pico Rivera, California. University of California,
Serving as the project manager for the City of Pico Rivera’s Zoning Los Angeles

Code Update project. Tasks include collaboration with City staff to BA, Geography/
identify opportunities and challenges with the zoning code’s Environmental Studies,
organization, use-specific regulations, development review 2016

procedures, and development and design standards. Input and Professional
findings from consultant-led zoning code diagnostic (which includes Affiliations

a thorough review of the City’s code including General Plan American Planning
consistency analysis, City staff interviews, and feedback from the Association

robust public outreach as well as focused study sessions with a

community advisory group and Planning Commission) will inform the

development of the new zoning code to create a streamlined and

user-friendly code and also new design standards and guidelines for residential, commercial,
industrial, and mixed-use developments to achieve high-quality design.

General Plan Update, City of Newport Beach, California. Serves as the task lead for a
comprehensive update to the General Plan’s Recreation and Land Use Elements. Tasks include
analyzing existing conditions, developing an updated inventory of existing recreation facilities using
GIS data from the City’s Recreation Facilities Dashboard to perform a quality assessment to
evaluate the adequacy of parkland and recreational opportunities, and identifying key outreach
opportunities within the greater outreach program to inform recreation and land use policy changes
for inclusion into the General Plan update.
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Metro Area Plan, County of Los Angeles Department of Regional Planning, California. Served as
planner for the development of the Metro Area Plan. Managed outreach plan, coordinated schedule
of meetings, and facilitated interested party outreach events. Assisted with background reports and
existing conditions. Drafted economic development policies for the Metro Area Plan communities,
comprehensively and tailored specific policies applicable to the seven individual communities
based on market and demographic studies.

Urban Design and Housing Strategies, City of El Cajon, California. Served as the deputy project
manager to the City of El Cajon’s Urban Design and Housing Strategies project. Tasks included in-
depth analysis of existing regulations pertaining to residential and accessory dwelling unit
development, a review of internal permit processing procedures, and targeted outreach with
community members including developers and architects to develop new objective design
standards that promote high-quality design that meets the City’s vision for various development
typologies while allowing for flexibility and innovative design.

Indio Housing Element Update and Pro Housing Strategies and Program Implementation, City of
Indio, California. Served as the Housing Element planner for the comprehensive update to the City
of Indio’s Housing Element. Led bilingual interested party outreach. Developed maps and graphics
for the City’s regional housing needs assessment and identification of sites. Ms. Rodriguez is
currently assisting the City with implementing a pro-housing assessment and policy strategy that
the project team created with the City, which included a detailed analysis of development trends in
the city and region, direct financial incentives, and gap financing alternatives to facilitate affordable
housing production. Additionally, Dudek is assisting the City with implementing programs from its
Housing Element. Tasks include density bonus assessment and developing a no-net-loss site
inventory tracking system.

Relevant Previous Experience

Art Rodriguez Associates, Arcadia, California. Served as an associate planner managing land use
entitlement applications, primarily in cities within Los Angeles County. Tasks included site research
and due diligence; developing project proposals; interpreting zoning codes; reviewing local
regulations to ensure code compliance; preparing project findings reports; leading community
outreach with interested parties including neighborhood groups, council representatives, and police
departments; and representing projects at public hearings.

Center for Economic Development, Los Angeles, California. Served as the lead graduate research
assistant for the Center for Economic Development at the University of Southern California.
Developed and analyzed an extensive dataset of journals and publications for a literature review
focusing on transit-oriented development trends over the decades. Examined policy documents,
such as land use elements, specific plans, and overlays, of every city with a Metro rail-stop in

Los Angeles County to develop an inventory of policies that incentivize development around transit
stations; tracked development patterns near transit stations; and assisted in the analysis of
identifying trends between policy incentives and actual development. Oversaw the graphics and
maps and assisted with the preparation of the final report for publication submittal review.
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Elizabeth Dickson, AICP

HOUSING ELEMENT UPDATE LEAD |
EDICKSON@DUDEK.COM

Elizabeth Dickson (ee-LIH-zuh-beth DIK-suhn; she/her) is a planner
with 9 years’ experience specializing in long-range planning,
community planning, housing policy development, zoning codes, and
the analysis and creation of tools that facilitate and incentivize
development. Elizabeth’s diverse range of experiences includes
General Plan updates and amendments, housing element updates,
community plan updates, community planning, housing incentive
program development, and updates and amendments to zoning
codes. She has experience working collaboratively with local
community groups, navigating California State legislation, and
developing implementation-focused policies and ordinances that
promote housing accessibility and affordability.

Elizabeth sits on the board of the California Chapter of the American
Planning Association and has spoken as a panelist at multiple American
Planning Association conferences. Her expertise in housing data
analysis led her to serve as a panelist at the Institute for Innovative
Governance’s 2019 Forum on Housing and Inequality in San Diego.

Select Project Experience

General Plan Update, City of Newport Beach, California. Serves as
the project manager for a comprehensive update to the General Plan.
Tasks include an extensive community outreach and engagement
program; analysis of both quantitative and qualitative data; visioning,
goal, and policy development; and management of technical staff,
planning staff, and subconsultants. The update has a heightened
focus on resilience strategies and includes technical analysis of

Education
San Diego State
University

MA, City Planning,
2019

University of
Montevallo

BA, Business
Administration, 2009

Certifications

American Institute of
Certified Planners
(AICP), No. 34733

Professional
Affiliations

American Planning
Association

challenges faced by a coastal community such as sea level rise and coastal erosion.

Comprehensive Zoning Code Update, City of Pico Rivera, California. Serves as the task lead for the
development of use regulations for the Comprehensive Zoning Code Update. Tasks include new
regulations for outdoor dining, massage establishments, drive-throughs, automobile serving uses,
and a variety of housing uses such as transitional housing, emergency shelters, supportive housing,
home occupations, and family day-care homes. This project will provide permitting staff and the
development community with a comprehensive zoning code that is easily navigable and contains

clear and objective standards.

Housing Element Implementation Program, City of Indio, California. Serves as the task lead for the
Housing Element Implementation Program, which includes the development of local ordinances,
housing resources for community members, and guidance and informational materials for
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permitting staff and the development community. Additionally, this program includes an application
for the State’s Prohousing Designation Program and coordination with the City Council and the
State’s Department of Housing and Community Development.

General Plan Update, City of Rialto, California. Served as the task lead for the update to the Land
Use Element and a member of the planning team for the overall General Plan Update. Through the
General Plan Update, Dudek is prepared amendments to the General Plan for the City’s Land Use,
Safety, and Environmental Justice Elements. The update to the Land Use Element included policy
and legislative crosswalks identifying key needed changes, a comprehensive existing conditions
analysis establishing a baseline for what is on the ground, and establishing goals and policies as a
part of a robust community and interested party engagement program. Additionally, Elizabeth also
served as the task lead on consistency amendments to the Zoning Code and Zoning Map.

Urban Design and Housing Strategies, City of El Cajon, California. Served as the project manager for
the Urban Design and Housing Strategies project. This project consisted of a multifaceted approach
to update the City’s regulations and procedures for the provision of residential and mixed uses. This
included the development of objective development standards paired with easy-to-understand
graphics informed by an in-depth analysis of existing regulations pertaining to mixed use,
residential, and accessory dwelling unit development, as well as internal permit processing
procedures; updated permit processes to increase understanding of regulations and ease of permit
review; an updated accessory dwelling unit ordinance; an interactive web-based tool for
development opportunity sites and incentives; and guides and marketing materials to assist staff
and developers in understanding updated regulations and procedures.

San Bernardino Regional Housing Trust Fund, San Bernardino Council of Governments, California.
Serves as the task lead for the Regional Housing Trust Fund through the San Bernardino County
Transportation Authority/San Bernardino Council of Governments on-call contract. Prepared a
Housing Trust white paper, which provides an analysis of best practices and recommendations for
enacting a regional housing trust fund, and a Strategic Plan, which outlines outreach findings,
priority projects, and key recommendations. Developed and managed a comprehensive outreach
program, including presentations to City Councils across San Bernardino County. Current tasks
include the development of an administrative plan for the implementation of a regional housing
trust fund, based on the recommendations of the Housing Trust white paper.

Housing Element Update and Prohousing Plan, City of Indio, California. As a part of the General Plan
Update, served as the task lead for the comprehensive sixth cycle update to the City of Indio’s
Housing Element. As a first step in implementation of the Housing Element, conducted a prohousing
assessment, including direct financial incentives, enhanced housing permitting organizational
strategies, City and regional fee strategies, local and regional housing trust fund options and gap
financing alternatives for workforce and affordable housing to facilitate the planning, approval, and
construction of housing. Current tasks include a prohousing application and coordination with local
decision makers and the State Department of Housing and Community Development.

Housing Element Update, City of Concord, California. Served as planning lead for the sixth cycle
update to the Housing Element. The Concord Housing Element Update is unique in that it has an
extensive focus on tenant protections and anti-displacement strategies. Tasks include robust
community engagement, subconsultant management, decision-maker education, and coordination
with the State Department of Housing and Community Development. This plan has been adopted
and was certified by the State.
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Nicole Cobleigh

ENVIRONMENTAL SCOPING LEAD |
NCOBLEIGH@DUDEK.COM

Nicole Cobleigh (nick-KOHL KOB-lee; she/her) is a senior project
manager with 25 years’ experience in environmental planning and
land use development in Southern California. Ms. Cobleigh
manages all phases of the project planning and environmental
review process, including budget allocations and monitoring, project
team and subconsultant oversight, scheduling, presentations at

A

hearings, and public outreach. She has produced numerous Education

California Environmental Quality Act (CEQA) and National California Polytechnic

Environmental Policy Act (NEPA) documents, including State University,

environmental impact reports (EIRs); environmental impact San Luis Obispo

statements (EISs); and technical reports for visual resources and MCRP, City and

aesthetics, cultural resources, and other environmental resources. Regional Planning
University of California,

Ms. Cobleigh applies her comprehensive understanding of policy, Los Angeles BA,

planning, and environmental issues to meet clients’ needs on a Geography/

variety of projects. She has extensive experience working on Environmental Studies

complicated projects involving multiple regulatory agencies. (Public Policy/Urban
Planning Minor)

Select Project Experience Professional

Indio Housing Element Update ND, City of Indio, California. Managed Affiliations

the preparation of the IS/ND for the Housing Element Update as part Association of

of the 6th Cycle of the Regional Housing Needs Assessment. Environmental

Professionals

Lomita Housing Element Update ND, City of Lomita, California.
Managed the preparation of the IS/ND for the Housing Element
Update as part of the 6th Cycle of the Regional Housing Needs Assessment.

South El Monte Housing, Safety and Environmental Justice Element Updates ND, City of South

El Monte, California. Managed the preparation of the IS/ND for the Housing Element Update as part
of the 6th Cycle of the Regional Housing Needs Assessment. The effort also included updates to the
City’s Safety Element and a new Environmental Justice Element.

Manhattan Beach Housing Element Update ND, City of Manhattan Beach, California. Managed the
preparation of the IS/ND for the Housing Element Update as part of the 6th Cycle of the Regional
Housing Needs Assessment.

Fullerton Housing Implementation Overlay Zone Program EIR, City of Fullerton, California. The City of
Fullerton must adopt an updated Housing Element as part of the 6th Cycle of Regional Housing
Needs Assessment. The City’s Housing Element relies heavily on adopting a Housing Implementation
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Overlay Zone that would allow housing projects to be constructed on 759 parcels throughout the City.
Currently managing the preparation of the Program EIR for this implementation overlay zone program.
Key project issues include evaluating air quality impacts and vehicle miles traveled.

Sand Canyon Resort Project EIR, City of Santa Clarita. This project involves the redevelopment of a
former golf course into a resort hotel project. Key issues associated with this project include
potential impacts to sensitive biological resources, development within a Very High Fire Hazard
Zone formerly subject to wildfire and mud and debris flows, and the rezoning of Open Space to
Commercial within in a community sensitive to the loss of Open Space. Serving as the Project
Manager for the Environmental Impact Report (EIR) and supporting technical analyses for the
proposed project.

7811 Santa Monica Boulevard EIR, City of West Hollywood, California. Managing the preparation of
an EIR for a hotel and residential 265,853-square-foot mixed-use development project along

Santa Monica Boulevard in the City of West Hollywood. The project would involve the demolition of a
fitness center and one multifamily residential structure and the construction of a new six-story
building with 74 hotel rooms and 82 residential units. Ground floor commercial/restaurant use
would also be included a part of the project. Key issues associated with this project include
construction air quality, noise and traffic impacts to the Fountain Day School, which is located
immediately to the north of the site and operates as a year-round preschool.

417 N. Madison Avenue Project, City of Pasadena, California. Managed the preparation of an
IS/mitigated negative declaration (MND) for a residential infill project in the City of Pasadena. The
project involved the construction of 39 residential units within a multifamily, high-density residential
area of the City. The use is permitted by right; but the minimum required set back requires a minor
variance from the City so an expedited IS/MND is being prepared.

K4 Warehouse and Cactus Channel Improvements Project, March Joint Powers Authority, California.
Lewis Companies is proposing to construction a new approximately 720,000 square foot industrial
warehouse/e-commerce fulfillment center. One component of the project involves the installation of
an underground box culvert within the existing Cactus Avenue Drainage Channel. Managing an EIR
for the proposed project, and key issues associated with this project include coordination with
multiple agencies and jurisdictions, traffic impacts, impacts to biological resources, and
greenhouse gas emission impacts.

Meridian West Campus-Lower Plateau Project, March JPA, California. Managed the preparation of a
comprehensive EIR for a large-scale business and warehouse development project in the western
portion of the March JPA jurisdiction. The project, approved by the Board Commissioners in 2017,
would result in the construction of approximately 2.3 million square feet of industrial warehouse
and business park uses. Key issues associated with this project included visual and aesthetic
impacts to distant mountain views, air and greenhouse gas emissions within proximity of single-
family residential homes, increases in truck traffic in the project vicinity, and overall traffic impacts
in the Riverside County area.
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FEE SCHEDULE
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Revised Proposal for RFP No. 25-10 Revised January 24, 2025

Housing Element Rezoning
Program and Environmental
Impact Report
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COST PROPOSAL

Dudek Cost Proposal

January 24, 2025

Stephanie Urueta

City of Cost Mesa

Economic and Development Services Department
77 Fair Drive, 1st Floor

Costa Mesa, California 92626

Subject: Revised Proposal for City of Costa Mesa Housing Element Rezoning Update and EIR
Dear Stephanie Urueta:

Dudek’s revised cost proposal reflects our updated approach and understanding of the work to most
efficiently and effectively address the City’s needs and priorities. This cost proposal reflects anticipated
wage increases during the contract duration.

e Subtotal Lump Sum of $1,850,611
e +10% Contingency of $185,061
e Total Lump Sum of $2,035,672

On the follow pages, Table 1 illustrates a top-level summary of our cost proposal, and Table 2 shows a
detailed breakdown by staff by hour.

This fee estimate is valid for 180 days from the date of this proposal; after 180 days, Dudek reserves the
right to reassess the fee estimate, if necessary.

Sincerely, '
oseph Monaco Catherine Tang Saez, AICP U
President/CEO Project Manager

Joseph Monaco is authorized to sign on behalf of Dudek.

City of Costa Mesa Housing Element Rezoning Update and EIR 1
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Table 1 illustrates a top-level summary by task.

Table 1. Cost Proposal Summary

Subconsultant Fees
treach Economics

DUDEK LABOR —feams &West  Pro Forma AdVISOS e prect

COSTS Fee Fee COSTS TOTAL FEE

Project Management and Coordination

11 Project Initiation $5,944.00 $5,944.00
1.2 |Ongoing ProjectManagementand Coordinafion $41,200.00 $36,800.00 $78,000.00
Subtotal Task 1 $47,144.00 $36,800.00 $83,944.00
Task 2 |Initial Assessment and Overall Strategy
2.1 |Review ofHousing Element $3,664.00 $3,664.00
22 |Confrmation of Housing Element Sites $11,228.00 $11,228.00
2.3 |Diagnostic Analysis of Existing Plans, efc. $16,860.00 $16,860.00
24  |Overall Strategy $8,424.00 $8,424.00
Subtotal Task 2 $40,176.00 $40,176.00
Task 3 |Community Outreach and Engagement
3.1 |Community Outreach and Engagement Plan $4,840.00 $7,245.00 $12,085.00
32  |ProjectMessaging $21,200.00 $20,355.00 $41,555.00
3.3  |Stakeholder Meetings $38,830.00 $23,575.00 $62,455.00
34  |Community Events $99,560.00 $186,300.00 $11,500.00, $297,360.00
Subtotal Task 3 $164,480.00 $237,475.00 $11,500.00 $413,455.00
Task4 |Market Demand and Economic Feasibility Analysis
41 Citywide Market Demand Analysis $18,400.00 $18,400.00
4.2  |Physical Development Feasibility Analysis $26,400.00 $26,400.00
4.3  |Financial Development Feasibility Analysis $11,500.00, $11,500.00
44  |Fiscal Impact Analysis $16,100.00 $16,100.00
45  |Summary of Analysis Report $9,660.00 $3,450.00] $13,110.00
Subtotal Task 4 $36,060.00 $49,450.00 $85,510.00
Task5 |Rezoning
5.1a |Updates to Select Plans $250,540.00 $250,540.00
5.1b  |Creation of New and/or Reuse of Existing Overlays $439,020.00 $439,020.00
5.2 |Update to General Plan $12,480.00 $12,480.00
5.3 |Steamlined DevelopmentProcess $10,560.00 $10,560.00
54 |Update o Housing Element $40,560.00 $40,560.00
Subtotal Task 5 $753,160.00 $753,160.00
Task6 |Zoning Code Amendments
6.1 |Diagnostic Analysis of Zoning Code $12,556.00 $12,556.00
6.2  |Dratand Final Zoning Code Amendments $33,720.00 $33,720.00
Subtotal Task 6 $46,276.00 $46,276.00
Task 7 |Objective Design Standards
7.1 |Diagnostic Analysis of Existing Standards $14,492.00 $14,492.00
7.2 |Existing Built Environment Analysis $13,312.00 $13,312.00
7.3 |CurrentRecent Development Projects Analysis $11,092.00 $11,092.00
74 |Case Study Analysis $10,052.00 $10,052.00
75  |Summary of Analysis Report $3,464.00 $3,464.00
7.6  |Dratand Final Objective Design Standards $52,900.00 $52,900.00
Subtotal Task 7 $105,312.00 $105,312.00
Task8 |CEQA
8.1 |ProjectDescription $8,950.00 $8,950.00
82  |Nofice of Preparafion $16,040.00 $16,040.00
83  |Administratve Draft EIR $202,480.00 $202,480.00
84  |Screencheck DratEIR $38,040.00 $38,040.00
85 |Public DratEIR $19,940.00 $19,940.00
86 |Final EIR $14,440.00 $14,440.00
Subtotal Task 8 $299,890.00 $299,890.00
Task9 |Public Hearings
9.1 |Public Hearings $22,888.00 $22,888.00
Subtotal Task 9 $22,888.00 $22,888.00

Total Hours

Total . $274,275.00 $49,450.00 $11,500.00 $1,850,611.00
Percent of Hours (Base)

Contingency Percent 10%
Contingency Total $185,061.00

Total with Contingency $2,035,672.00

Cost Proposal

City of Costa Mesa Housing Element Rezoning Update and EIR
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Cost Proposal

Table 2 details the cost for individual project tasks, number of hours assigned for personnel, and their hourly rates.

Table 2. Cost Proposal

Pro Ro P P P P P P P P Desig QA QA QA QA QA QA QA QA QA QA QA 0 ono
0 b B do Ro Deb o op
emb B D 0 R a 0 Rodrig 0 obleig a (o] B d d d d (o] D o bird UL 0 Forma d 0
DUD DUD ABOR 0 RDIR
B ble R 00 00 94.00 00 6.00 91.00 0.00 0.00 8.00 00 9.00 01.00 01.00 0.00 01.00 00 00 94.00 94.00 9.00 00 (0]0] 3 0] 0 OTA
Task1 |Project and C
1.1 |Project Initiation 6 4 4 4 4 4 26 $5,944.00 $5,944.00
1.2 |Ongoing ProjectM and Coordinafion 80 40 40 160 $41,200.00 $36,800.00; $78,000.00
Subtotal Task 1 86 4 4 4 4 4 186 $47,144.00 $36,800.00 $83,944.00
Task2 | Initial A and Overall Strategy
2.1 [Review of Housing Element 8 8 16 $3,664.00 $3,664.00
2.2 |Confrmation of Housing Element Sites 10 8 60 78 $11,228.00 $11,228.00
2.3 | Diagnostic Analysis of Existing Plans, efc. 10 40 40 90 §$16,860.00 $16,860.00
24 |Overall Stategy 10 4 4 20 38 $8,424.00 $8,424.00
Subtotal Task 2 38 4 4 16 60 40 60 222 $40,176.00 $40,176.00
Task3 |C ity Outreach and
3.1 [Community Outreach and Plan 20 20 $4,840.00 $7,245.00! §12,085.00
32  |ProjectM i 20 20 40 40 120 $21,200.00 $20,355.00 $41,555.00
3.3  |Stakeholder Meefings 40 40 40 80 200 $38,880.00 $23,575.00 $62,455.00
34  |Community Events 80 80 80 80 80 100 500 $99,560.00 $186,300.00 $11,500.00 $297,360.00
Subtotal Task 3 160 120 140 80 120 220 840 $164,480.00 $237,475.00 $11,500.00 $413,455.00
Task4 |Market Demand and Feasibility Analysis
4.1 |Citywide Market Demand Analysis $18,400.00; $18,400.00
4.2  |Physical D Feasibilty Analysis 20 20 140 180 $26,400.00 $26,400.00
4.3 |Financial Development Feasibilty Analysis $11,500.00 $11,500.00
44  |Fiscal Impact Analysis $16,100.00; $16,100.00
45 |Summary of Analysis Report 10 10 40 60 $9,660.00 $3,450.00 $13,110.00
Subtotal Task 4 30 30 180 240 $36,060.00 $49,450.00 $85,510.00
Task 5 ing
5.1a  |Updates o SelectPlans 120 40 100 40 140 300 140 600 1480 $250,540.00 $250,540.00
5.1b | Creation of New and/or Reuse of Existing Overlays 240 100 40 40 300 140 240 1800 2900 $439,020.00 $439,020.00
52 |Update to General Plan 20 40 60 $12,480.00 $12,480.00
53 D Process 10 20 20 50 $10,560.00 $10,560.00
54 |Update to Housing Element 40 80 80 200 $40,560.00 $40,560.00
Subtotal Task § 430 140 140 80 100 500 440 460 2400 4690 $753,160.00 $753,160.00
Task 6 |Zoning Code A
6.1 |Diagnostic Analysis of Zoning Code 8 20 40 68 $12,556.00 $12,556.00
6.2 |Draftand Final Zoning Code Amend 20 80 80 180 §33,720.00 §33,720.00
Subtotal Task 6 28 100 120 248 $46,276.00 $46,276.00
Task7 |Objective Design
7.1 |Diagnostic Analysis of Existing Standards 16 20 40 76 $14,492.00 $14,492.00
7.2 |Exisfing Built Environment Analysis 16 80 96 $13,312.00 $13,312.00
7.3 |CurrentRecent Development Projects Analysis 16 20 20 56 $11,092.00 $11,092.00
74  |Case Study Analysis 16 20 20 56 $10,052.00 $10,052.00
7.5  [Summary of Analysis Report 8 8 16 $3,464.00 $3,464.00
7.6 |Draftand Final Objectve Design Standards 40 20 60 60 140 320 $52,900.00 $52,900.00
Subtotal Task 7 112 20 128 120 240 620 $105,312.00 $105,312.00
Task8 CEQA
81  |Project Descripion 10 10 10 10 40 $8,950.00 $8,950.00
82 |Notice of Preparafion 40 40 80 $16,040.00 $16,040.00
83  |Administratve DratEIR 40 40 40 40 100 60 80 90 120 70 120 30 10 840 $202,480.00 $202,480.00
84  |Screencheck Draft EIR 80 120 200 $38,040.00 $38,040.00
85 |Public DraftEIR 20 100 120 $19,940.00 $19,940.00
86 |FinalER 10 80 0 $14,440.00 $14,440.00
Subtotal Task 8 40 200 390 40 100 60 80 90 120 70 120 40 20 1370 $299,890.00 $299,890.00
Task9 |Public Hearings
9.1 |Publ\c Hearings 32 32 60 124 $22,888.00 $22,888.00
Subtotal Task 9 32 32 60 124 $22,888.00 $22,888.00

Total Hours! 916 120
Total  $221,67. $25,920.00 . $49,450.00 $11,500.00

Percent of Hours (Base)

Contingency Percent 10%
Contingency Total $185,061.00
Total with Contingency $2,035,672.00

City of Costa Mesa Housing Element Rezoning Update and EIR 3
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77 Fair Drive

CITY OF COSTA MESA Costa Mesa, CA 92626
Agenda Report

File #: 25-133 Meeting Date: 2/18/2025

TITLE:

CITY OF COSTA MESA, COSTA MESA FINANCE AUTHORITY, AND COSTA MESA HOUSING
AUTHORITY AUDITED FINANCIAL STATEMENTS, AND HOUSING SUCCESSOR ANNUAL
REPORT FOR THE PERIOD ENDING JUNE 30, 2024.

DEPARTMENT: FINANCE DEPARTMENT
PRESENTED BY: CAROL MOLINA, FINANCE DIRECTOR
CONTACT INFORMATION: CAROL MOLINA, FINANCE DIRECTOR, (714) 754-5243

RECOMMENDATION:

1. Staff recommends the City Council receive and file the following reports for the fiscal year ended
June 30, 2024:

a. Annual Comprehensive Financial Report (ACFR) (Attachment 1).
b. Air Quality Improvement Fund Compliance Report (Attachment 2).
c. Audit Communication Letter (Attachment 3).

d

. Independent Accountant's Report on Agreed-Upon Procedures Applied to Appropriation
Limit Worksheets (Attachment 4).

2. Staff recommends the City Council and Costa Mesa Financing Authority receive and file the
Costa Mesa Financing Authority audited financial statements for the fiscal year ended June 30,
2024 (Attachment 5).

3. Staff recommends the City Council and Housing Authority receive and file the following reports
for the fiscal year ended June 30, 2024

a. Independent Financial Audit of the Costa Mesa Housing Authority, including the Low and
Moderate-Income Housing Asset Fund (Attachment 6); and

b. The Fiscal Year 2023-24 Housing Successor Annual Report prepared under the California
Health and Safety Code section 34176.1 as the housing successor and section 34328 as
a housing authority (Attachment 7).

BACKGROUND:

Federal Single Audit guidelines require a recipient of federal funds to have an independent annual
financial audit and compliance audit of the federal programs. As such, the City has retained an
independent public accounting firm of licensed certified public accountants, Davis Farr LLP, to
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complete an audit of the City’s financial records.

The goal of the financial statement audit is to provide users with reasonable assurance from an
independent source that the information presented in the financial statements is reliable and free of
material misstatements. All the financial reports received unmodified opinions from Davis Farr LLP
signifying that, without exception, the financial statements fairly present in all material respects the
financial position of the City.

ANNUAL COMPREHENSIVE FINANCIAL REPORT (ACFR)

The ACFR is an audited summary report of the financial transactions of the City for Fiscal Year 2023-
24 ending on June 30, 2024. The report is presented to the City Council and designed to provide
summary financial information.

The financial statements were prepared in conformity with generally accepted accounting principles
(GAAP) as set by the Governmental Accounting Standards Board (GASB). The specific financial
documents on which the auditor expresses an opinion include (1) the financial statements, and, (2)
notes to the basic financial statements, which include required supplementary information. These
documents, along with the auditor’s opinion letter and management’s discussion and analysis form
the core of the ACFR. The additional documents within the ACFR include: the letter of transmittal
from the City Manager and Finance Director, the combining and individual fund statements, and a
supplemental statistical section presenting detailed information to assist the reader in assessing the
economic condition of the City.

The City’s audit was performed in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in the
Government Auditing Standards, issued by the Comptroller General of the United States. Such audits
utilize sampling of data, inquiries of staff and management, testing of procedures and transactions,
confirmation with outside parties, checking of certain internal files and documents, review of meeting
minutes, specialized audit checklists, and other accounting techniques. The auditors considered the
City’s internal controls in determining what procedures to use and the size of samples to be selected
and reviewed. In their report, the auditors indicated the financial statements were free of material
misstatements and all significant transactions were recognized in the proper period.

AIR QUALITY IMPROVEMENT FUND COMPLIANCE REPORT

Assembly Bill 2766 (AB2766) authorized the South Coast Air Quality Management District
(SCAQMD) to impose an annual vehicle registration fee and to distribute a portion of the revenue to
all local jurisdictions within the South Coast Air Basin. These revenues are to be used solely to
reduce air pollution from motor vehicles by implementing new programs and studies necessary for
the implementation of the California Clean Air Act. The City’s Air Quality Improvement Fund accounts
for the use of these funds received from CSAQMD. The Air Quality Improvement Fund Compliance
Report received an unmodified (clean) audit opinion.

Page 2 of 7
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AUDIT COMMUNICATION LETTER

Audit clarity standards (AU-C) Section 260 requires defined and documented communications
between the auditors and the City Council or Audit Committee. This letter provides an opportunity for
the auditors to report on any difficulties or major concerns discovered during the audit and explain
their role. They provide commentary on management’s responsibilities for accounting policies, and
they stated that there was a delayed receipt of audit schedules that added to the timing of the audit
as it relates to the performance of the audit, and that no disagreements occurred with management.
Staff will implement additional project management controls and deadlines earlier in the audit
process to avoid any future delays.

INDEPENDENT ACCOUNTANT'S REPORT ON AGREED UPON PROCEDURES APPLIED TO
APPROPRIATION LIMIT WORKSHEETS

Section 1.5 of Article XIIIB of the California Constitution requires that the City follow the procedures
agreed upon by the State of California and the League of California Cities (as presented in the
League publication entitled “Article XIlIB Appropriations Limitation Uniform Guidelines”) to determine
the annual appropriations limit (known as the Gann Limit), which sets forth the maximum amount of
special tax revenues an agency is allowed to spend. The auditors perform an “Agreed-Upon
Procedure” whereby they recalculate the Gann Limit. They determined that the City has correctly
calculated the Gann Limit.

COSTA MESA HOUSING AUTHORITY FINANCIAL STATEMENTS AND HOUSING SUCCESSOR
ANNUAL REPORT

On January 17, 2012, under the California Housing Authorities Law (HAL), Health and Safety Code
(HSC) section 34200, et seq., the City Council established the Costa Mesa Housing Authority
(Housing Authority). Also on that date, the City Council selected the Housing Authority to be the
housing successor and, as of February 1, 2012, to assume the housing assets, duties, functions, and
obligations of the former Costa Mesa Redevelopment Agency (Former Agency). These actions
occurred as a result of the dissolution of the Former Agency under Assembly Bill x1 26, the California
Supreme Court’s decision in California Redevelopment Association v. Matosantos, Assembly Bill
1484, and other subsequent dissolution legislation (together, “Dissolution Law”), which laws regulate
the administration of successor agencies and housing successors due to the dissolution of all
California redevelopment agencies. Further, under Section 34328 of the HAL, the Housing Authority
also prepares and presents an annual report on its activities for the preceding year.

Under Section 34176, added by AB x1 26 and amended by AB 1484, the State Department of
Finance (DOF) issued a decision letter in January 2013 that confirmed the Housing Authority holds all
affordable housing assets of the Former Agency as listed in a Housing Asset Transfer schedule
prepared by the Housing Authority and submitted to the DOF prior to August 1, 2012.

Since dissolution, all housing assets are held and administered by the Housing Authority in the Low
to Moderate Income Housing Asset Fund (LMIHAF) under the Dissolution Law, as per Sections
34176 and 34176.1. Under Section 34176.1(f), the Housing Successor is required to conduct an
independent financial audit of LMIHAF and prepare an annual report for each fiscal year, and provide
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such reports to the governing body.

From its inception, the Housing Authority’s primary function had been to serve as the Housing
Successor to the former Agency. Beginning in Fiscal Year (FY) 2018-19, the Housing Authority
expanded services beyond the scope of LMIHAF by consolidating the City’s existing Homeless
Outreach Program and establishing a new Bridge Shelter operation for individuals experiencing
homelessness.

ANALYSIS:

Based on the results of their audit, Davis Farr LLP provided the City with an unmodified opinion on
the financial statements, which indicates that the City’s financial statements are free of material
misstatements and are in accordance with GAAP. This is the best and highest audit opinion the City
could receive.

GENERAL FUND FINANCIAL RESULTS

FY 2023-24 General Fund revenues (before transfers) totaled $183.9 million, an increase of $6.2
million over the prior fiscal year. Summary is as follows:

e Property tax increased by $3.0 million due to a steady housing market, an increase in the
City’s single-family homes median sales price, and an increase in overall property assessed
valuations from new developments and improvements on properties.

e Cannabis tax revenues increased by $2.3 million due to an increase in the full annual
receipts of new Measure Q Cannabis businesses.

e Transient occupancy tax (hotel tax) slightly increased by $0.3 million due to room rate
increases and a shift from consumer spending to experiences, travel, and leisure.

e Sales tax revenue decreased by $3.5 million compared to last fiscal year. This can be
attributed to high inflation and interest rates on debt that have driven consumers to reduce
discretionary spending.

General Fund expenditures (before transfers) totaled $166.9 million, approximately $1.5 million below
the budget. General Fund transfers out totaled $16.5 million and included $7.2 million to the Capital
Improvements Funds for capital improvement projects and the transfer for the 5% Capital Assets
Needs (CAN) Ordinance, $2.8 million to the Finance Authority Debt Service Fund for bond service
payments, $1.5 million to the Housing Authority for the Rental Assistance Program, $1.3 million for
the Bridge Shelter and related Homeless Services Program, and $3.7 million to the Internal Service
Funds for various equipment, technology and vehicle purchases as well as a true-up per the City’s
Information Technology Needs Ordinance.

GENERAL FUND - FUND BALANCE

The General Fund’'s fund balance (i.e.reserves) increased by $1.3 million. General Fund
expenditures of $166.9 million, plus Transfers Out of $16.5 million, totaled $183.4 million, which was
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an increase of $7.1 million compared to last fiscal year. This was offset by $183.9 million in General
Fund revenues, plus Transfers In of $0.9 million, for a total of $184.8 million, reflects an increase of
$7.2 million compared to last fiscal year.

As of June 30, 2024, the City has a total of $60.3 million in General Fund balances (reserves) as
follows: 1) A total of $25.1 million committed for declared disasters, self-insurance, and economic
uncertainty; 2) A total of $14.4 million assigned for compensated absences, the Police Retirement 1%
Supplemental Plan, workers compensation claims, a facilities reserve, strategic plan projects, prepaid
items, and inventory; 3) An allocation of $3.4 million for the Section 115 Trust for post-retirement
benefits; and, 4) $17.7 million in unassigned fund balance for a total of $60.3 million. This amount is
$5.3 million above the City Council’s adopted reserve policy of $55.0 million.

STATEMENT OF NET POSITION

Change in Net Position

On June 30, 2024, the Statement of Net Position which is in essence the City’s overall balance sheet
and reflects the City’s total assets and liabilities on an All Funds basis, reflects a positive $2.3 million
increase across All Funds, including the General Fund.

Pensions and Retiree Medical Liabilities

The City’s net pension liability increased by $14.8 million to $347.2 million primarily due to CalPERS’
rate of return earnings of 5.8%, falling short by 1.0% of the rate of return target of 6.8%. Three of the
City’s four pension plans are administered by CalPERS. The Police 1% Supplemental Plan is
administered by the City and is paid on a pay-as-you-go basis.

In addition, FY 2023-24 is the seventh year the City is required to record the Other Post Employment
Benefits (OPEB) net liability for retiree health care on its financial statements, similar to the pension
liability above. The City’s net OPEB liability decreased by $6.9 million to $45.5 million due to greater
than expected mortality changes in the retired population. This plan is administered by the City and is
paid to retirees on a pay-as-you-go basis.

COSTA MESA FINANCING AUTHORITY FINANCIAL STATEMENTS

The Costa Mesa Financing Authority received an unmodified opinion from the auditors, Davis Farr
LLP. This is the highest and cleanest attestation report given by independent auditors. The reports
that deal with compliance information also received unmodified opinions and no findings were noted.

In Fiscal Year 2023-24, the Financing Authority continued to support debt service payments for the
2017 Lease Revenue Bonds, which were originally issued in October 2017 to fund the Donald
Dungan Library, Norma Hertzog Neighborhood Community Center, and Lions Park projects; and to
advance the refund of the 2007 Certificates of Participation. On June 30, 2024, the 2017 bonds
outstanding principal was $19.4 million.

Page 5 of 7
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COSTA MESA HOUSING AUTHORITY FINANCIAL STATEMENTS AND HOUSING SUCCESSOR
ANNUAL REPORT

An audit of the Housing Authority’s financial activities, consisting of the LMIHAF activities and
homeless assistance programs, was completed as part of the City’s overall financial audit by an
independent certified public accounting firm, Davis Farr, LLP. The Housing Authority received an
unmodified opinion. This is the highest attestation report given by independent auditors. The reports
that deal with compliance information also received unmodified opinions with no findings. The audit
results are incorporated as part of the City’s Annual Comprehensive Financial Report (ACFR). The
section in the City’s audit/ACFR relating to the LMIHAF Audit is entitled: Costa Mesa Housing
Authority (A Component unit of the City of Costa Mesa) Financial Statements Year ended June 30,
2024 (Attachment 6).

In FY 2023-24, the Housing Authority received approximately $2.2 million in revenues and incurred
$6.1 million in expenditures. The General Fund provided a budgeted $2.8 million transfer to the
Homeless Outreach, and Rental Assistance programs, which includes $1.3 million for the Homeless
Services Program. On June 30, 2024, the Housing Authority’s available fund balance was $8.3
million, which is restricted and allocated primarily for previously approved City Council priorities and
projects.

ALTERNATIVES:

Not applicable. The reports are for receive and file purposes.

FISCAL REVIEW:

There is no fiscal impact associated with receiving and filing the audited financial statements and
reports.

LEGAL REVIEW:

The City Attorney’s Office has approved this report and approves it as to form.

CITY COUNCIL GOALS AND PRIORITIES:

This item supports the following City Council Goal:

e Achieve Long-Term Fiscal Sustainability

Strengthen the Public’s Safety and Improve the Quality of Life
Diversify, Stabilize and Increase Housing to Reflect Community Needs
Maintain and Enhance the City’s Facilities, Technology and Equipment
Advance Environmental Sustainability and Climate Resiliency

Recruit and Retain High Quality Staff

Page 6 of 7
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CONCLUSION:

1. Staff recommends the City Council receive and file the following reports for the fiscal year ended
June 30, 2024

a. Annual Comprehensive Financial Report (ACFR) (Attachment 1);
b. Air Quality Improvement Fund Compliance Report (Attachment 2);
C. Audit Communication Letter (Attachment 3); and

d. Independent Accountant's Report on Agreed-Upon Procedures Applied to Appropriation
Limit Worksheets (Attachment 4).

2. Staff recommends the City Council and Costa Mesa Financing Authority receive and file the
Costa Mesa Financing Authority audited financial statements for the fiscal year ended June 30,
2024 (Attachment 5).

3. Staff recommends the City Council and Housing Authority receive and file the following reports
for the fiscal year ended June 30, 2024

a. Independent Financial Audit of the Costa Mesa Housing Authority, including the Low and
Moderate-Income Housing Asset Fund (Attachment 6); and

b. The Fiscal Year 2023-24 Housing Successor Annual Report prepared under the California
Health and Safety Code section 34176.1 as the housing successor and section 34328 as a
housing authority (Attachment 7).
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Attachment 1

THE CITY OF COSTA MESA ANNUAL COMPREHENSIVE FINANCIAL REPORT FOR
FISCAL YEAR ENDED JUNE 30, 2024 CAN BE FOUND AT THE LINK BELOW:

City of Costa Mesa - ACFR Draft - 01-14-2025
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Attachment 2

°
DavisFarr
18201 Von Karman Avenue | Suite 1100 | Irvine, CA 92612

CERTIFIED PUBLIC ACCOUNTANTS Main: 949.474.2020 | Fax: 949.263.5520

Independent Auditor’'s Report on Internal Control Over Financial Reporting
and on Compliance and Other Matters Based on an Audit of the Air Qualit
Improvement Special Revenue Fund Performed

in Accordance with Government Auditing Standards

The Honorable Mayor and City Council
City of Costa Mesa, California

We have audited, in accordance with the auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States, the financial statements of the
City of Costa Mesa, California (the City) including the Air Quality Improvement Special Revenue
Fund (the Fund) of the City, as of and for the year ended June 30, 2024, and the related notes to
the financial statements, which collectively comprise the City’s basic financial statements and have
issued our report thereon dated January 16, 2025.

Report on Internal Control over Financial Reporting

In planning and performing our audit of the Fund’s financial statements, we considered the City’s
internal control over financial reporting (internal control) as a basis for designing audit procedures
that are appropriate in the circumstances for the purpose of expressing our opinions on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness of the
City’s internal control. Accordingly, we do not express an opinion on the effectiveness of the City's
internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent,
or detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control such that there is a reasonable possibility that a
material misstatement of the entity’s financial statements will not be prevented, or detected and
corrected on a timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in
internal control that is less severe than a material weakness, yet important enough to merit attention
by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of
this section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify
any deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified.

Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City’s Fund financial statements are
free from material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts and grant agreements, noncompliance with which could have a direct
and material effect on the financial statements. Such provisions include those provisions of laws
and regulations identified in Assembly Bill 2766 Chapter 1705 [Health and Safety Code Sections
44220 through 44247] (the Guide).
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However, providing an opinion on compliance with those provisions was not an objective of our
audit, and accordingly, we do not express such an opinion. The results of our tests disclosed no
instances of noncompliance or other matters that are required to be reported under Government
Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
City’s internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards and the Guide in considering the City’s internal
control and compliance. Accordingly, this communication is not suitable for any other purpose.

'Ddha‘: E‘: LLr

Irvine, California
January 16, 2025
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°
DavisFarr e, st
18201 Von Karman Avenue | Suite 1100 | Irvine, CA 92612

CERTIFIED PUBLIC ACCOUNTANTS Main: 949.474.2020 | Fax: 949.263.5520

The Honorable Mayor and City Council
City of Costa Mesa, California

We have audited the financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information of the City of Costa Mesa ("City”) as of and for the year ended
June 30, 2024, and have issued our report thereon dated January 16, 2025. Professional standards
require that we advise you of the following matters relating to our audit.

Our Responsibility in Relation to the Financial Statement Audit

As communicated in our engagement letter dated July 3, 2024, our responsibility, as described by
professional standards, is to form and express opinions about whether the financial statements that
have been prepared by management with your oversight are presented fairly, in all material respects,
in accordance with accounting principles generally accepted in the United States of America. Our
audit of the financial statements does not relieve you or management of your respective
responsibilities.

Our responsibility, as prescribed by professional standards, is to plan and perform our audit to obtain
reasonable, rather than absolute, assurance about whether the financial statements are free of
material misstatement. An audit of financial statements includes consideration of internal control
over financial reporting as a basis for designing audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control over financial reporting. Accordingly, as part of our audit, we considered the internal
control of the City solely for the purpose of determining our audit procedures and not to provide any
assurance concerning such internal control.

We are also responsible for communicating significant matters related to the audit that are, in our
professional judgment, relevant to your responsibilities in overseeing the financial reporting process.
However, we are not required to design procedures for the purpose of identifying other matters to
communicate to you.

Planned Scope and Timing of the Audit

We conducted our audit consistent with the planned scope and timing we previously communicated
to the Mayor.

Compliance with All Ethics Requirements Regarding Independence

The engagement team, others in our firm, as appropriate, and our firm have complied with all
relevant ethical requirements regarding independence.

We identified self-review threats to independence as a result of non-attest services provided. Those
non-attest services included recording journal entries detected during the audit process and
preparing the financial statements. To mitigate the risk, management has reviewed and accepted
responsibility for journal entries and has compared the draft financial statements and footnotes to
the underlying accounting records to verify accuracy and has reviewed a disclosure checklist to
ensure footnotes are complete and accurate.
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Significant Risks Identified
We have identified the following significant risks:

e Risk of errors in construction in progress. We reviewed projects included within the balance
of construction of progress to determine if they were properly classified at fiscal year-end.

e Compliance with Federal Grant Requirements. We reviewed the City’s schedule of federal

expenses and selected major programs to test for compliance with federal grant requirements.

Qualitative Aspects of the Entity’s Significant Accounting Practices
Significant Accounting Policies

Management has the responsibility to select and use appropriate accounting policies. A summary of
the significant accounting policies adopted by the City is included in Note 1 to the financial
statements. No new accounting policies were adopted, and the application of existing policies was
not changed during the year ended June 30, 2024. No matters have come to our attention that would
require us, under professional standards, to inform you about (1) the methods used to account for
significant unusual transactions and (2) the effect of significant accounting policies in controversial
or emerging areas for which there is a lack of authoritative guidance or consensus.

Significant Accounting Estimates

Accounting estimates are an integral part of the financial statements prepared by management and
are based on management’s current judgments. Those judgments are normally based on knowledge
and experience about past and current events and assumptions about future events. Certain
accounting estimates are particularly sensitive because of their significance to the financial
statements and because of the possibility that future events affecting them may differ markedly from
management’s current judgments.

The most sensitive accounting estimates affecting the financial statements include:

e Management’'s estimate of amounts recorded as claims and liabilities is based on
management’s reliance on a third-party claims administrator. We evaluated the key factors
and assumptions used to develop the amounts by the third-party claims administrator and
determined that it is reasonable in relation to the financial statements taken as a whole.

e Management’s estimate of transactions related to net pension and OPEB liabilities based on
actuarial information. We evaluated the key factors and assumptions used to develop the
amounts by the actuary and determined that it is reasonable in relation to the financial
statements taken as a whole.

We evaluated the key factors and assumptions used to develop the estimates and determined that
it is reasonable in relation to the basic financial statements taken as a whole and in relation to the
applicable opinion units.

Financial Statement Disclosures

Certain financial statement disclosures involve significant judgment and are particularly sensitive
because of their significance to financial statement users. The most sensitive disclosures affecting
the financial statements were:

e The disclosure of investment fair value in note 2 to the financial statements
The disclosure of pensions in note 11 to the financial statements
The disclosure of OPEB in note 14 to the financial statements.
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The financial statement disclosures are neutral, consistent, and clear.
Difficulties Encountered during the Audit

We experienced difficulties in the performance of the audit due to the delayed receipt of audit
schedules and subsequent journal entries, which added to the timing of the audit.

Significant Unusual Transactions

For purposes of this communication, professional standards require us to communicate to you
significant unusual transactions identified during our audit. There were no unusual transactions
noted as a result of our audit procedures.

Uncorrected and Corrected Misstatements

For purposes of this communication, professional standards also require us to accumulate all known
and likely misstatements identified during the audit, other than those that we believe are trivial,
and communicate them to the appropriate level of management. Further, professional standards
require us to also communicate the effect of uncorrected misstatements related to prior periods on
the relevant classes of transactions, account balances or disclosures, and the financial statements
as a whole and each applicable opinion unit. Uncorrected misstatements or matters underlying those
uncorrected misstatements could potentially cause future-period financial statements to be
materially misstated, even though the uncorrected misstatements are immaterial to the financial
statements currently under audit. Management has determined that the effect of the following
uncorrected adjustment are immaterial, both individually and in the aggregate, to the financial
statements as a whole:

o To adjust ambulance receivables, revenues and related bad debt

o To account for accrued interest earned in the balance reported for the OC Sheriff’s
Investment Pool

o To record a prior period adjustment for projects in service in prior fiscal years and the
related accumulated depreciation

o An adjustment to increase the claims payable liability.

In addition, professional standards require us to communicate to you all material, corrected
misstatements that were brought to the attention of management as a result of our audit
procedures. There was a material adjustment to beginning fund balances that we identified as a
result of our audit procedures, brought to the attention of, and corrected by management.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a
matter, whether or not resolved to our satisfaction, concerning a financial accounting, reporting, or
auditing matter, which could be significant to the City’s financial statements or the auditor’s report.
No such disagreements arose during the course of the audit.

Representations Requested from Management

We have requested certain written representations from management in a letter dated January 16,
2025.
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Management’s Consultations with Other Accountants

In some cases, management may decide to consult with other accountants about auditing and
accounting matters. Management informed us that, and to our knowledge, there were no
consultations with other accountants regarding auditing and accounting matters.

Other Significant Matters, Findings, or Issues

In the normal course of our professional association with the City, we generally discuss a variety of
matters, including the application of accounting principles and auditing standards, significant events
or transactions that occurred during the year, operating and regulatory conditions affecting the
entity, and operational plans and strategies that may affect the risks of material misstatement. None
of the matters discussed resulted in a condition to our retention as the City’s auditors.

Other Information Included in the Annual Comprehensive Financial Report

Pursuant to professional standards, our responsibility as auditors for other information, whether
financial or nonfinancial, included in the City’s annual report, does not extend beyond the information
identified in the audit report, and we are not required to perform any procedures to corroborate such
other information. However, in accordance with such standards, we have read the information and
considered whether such information, or the manner of its presentation, was materially inconsistent
with its presentation in the financial statements.

Our responsibility also includes communicating to you any information which we believe is a material
misstatement of fact. Nothing came to our attention that caused us to believe that such information,
or its manner of presentation, is materially inconsistent with the information, or manner of its
presentation, appearing in the financial statements.

This report is intended solely for the information and use of the City Council and management of

the City and is not intended to be and should not be used by anyone other than these specified
parties.

’Dm‘: ﬁ:’ LLr

Irvine, California
January 16, 2025
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ATTACHMENT 4

°
DavisFarr
18201 Von Karman Avenue | Suite 1100 | Irvine, CA 92612

CERTIFIED PUBLIC ACCOUNTANTS Main: 949.474.2020 | Fax: 949.263.5520

INDEPENDENT ACCOUNTANT’S REPORT

The Honorable Mayor and City Council
City of Costa Mesa, California

We have performed the procedures enumerated below on the City of Costa Mesa, California
(City) appropriations limit worksheets for compliance with the requirements of Section 1.5
of Article XIIIB of the California Constitution for the year ended June 30, 2024. The City is
responsible for compliance with Section 1.5 of Article XIIIB of the California Constitution.

The City has agreed to and acknowledged that these procedures are appropriate to meet
the intended purpose of evaluating compliance with the requirements of Section 1.5 of
Article XIIIB of the California Constitution and the League of California Cities publication
entitled Article XIIIB Appropriations Limitation Uniform Guidelines for the year ended June
30, 2024. This report may not be suitable for any other purpose. The procedures performed
may not address all the items of interest to a user of this report and may not meet the
needs of all users of this report and, as such, users are responsible for determining whether
the procedures performed are appropriate for their purposes.

The procedures and the associated findings are as follows:

1. We obtained the worksheets referred to above and compared the limit and
annual adjustment factors included in those worksheets to the limit and annual
adjustment factors that were adopted by resolution of the City Council. We also
compared the population and inflation options included in the aforementioned
worksheets to those that were selected by a recorded vote.

Results: No exceptions were noted as a result of our procedures.

2. We recalculated the mathematical computations reflected in the City’s
worksheets.

Results: No exceptions were noted as a result of our procedures.

3. We compared the current year information used to determine the current year
limit and agreed it to worksheets prepared by the City and to information
provided by the State Department of Finance.

Results: No exceptions were noted as a result of our procedures.

4. We compared the amount of the prior year appropriations limit presented in the
worksheets to the amount adopted by the City Council for the prior year.

Results: No exceptions were noted as a result of our procedures.
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The Honorable Mayor and City Council
City of Costa Mesa, California
Page Two

We were engaged by the City to perform this agreed-upon procedures engagement and
conducted our engagement in accordance with standards established by the American
Institute of Certified Public Accountants. We were not engaged to and did not conduct an
examination or review, the objective of which would be the expression of an opinion or
conclusion, respectively on the worksheets referred to above. Accordingly, we do not
express such an opinion or conclusion. Had we performed additional procedures, other
matters might have come to our attention that would have been reported to you. No
procedures have been performed with respect to the determination of the appropriation
limit for the base year, as defined by the League publication entitled Article XIIIB
Appropriations Limitation Uniform Guidelines.

We are required to be independent of the City and to meet our other ethical responsibilities,
in accordance with the relevant ethical requirements related to our agreed-upon procedures
engagement.

This report is intended solely for the information and use of the Management of the City of

Costa Mesa, California and is not intended to be, and should not be, used by anyone other
than the specified party.

'Dﬂm‘r E.: LLr

Irvine, California
January 16, 2025
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DavisFarr i, Aozt
18201 Von Karman Avenue | Suite 1100 | Irvine, CA 92612

CERTIFIED PUBLIC ACCOUNTANTS Main: 949.474.2020 | Fax: 949.263.5520

INDEPENDENT AUDITOR’S REPORT

Board of Directors
Costa Mesa Financing Authority
Costa Mesa, California

Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of the governmental activities and the major fund of the
Costa Mesa Financing Authority (the Authority), a component unit of the City of Costa Mesa,
California, as of and for the year ended June 30, 2024, and the related notes to the financial
statements, which collectively comprise the Authority’s basic financial statements as listed in the
table of contents.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
respective financial position of the governmental activities and the major fund of the Authority, as
of June 30, 2024, and the respective changes in financial position thereof for the year then ended
in accordance with accounting principles generally accepted in the United States of America.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America (GAAS) and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Our responsibilities
under those standards are further described in the Auditor’s Responsibilities for the Audit of the
Financial Statements section of our report. We are required to be independent of the Authority and
to meet our other ethical responsibilities, in accordance with the relevant ethical requirements
relating to our audit. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinions.

Emphasis of a Matter

As described more fully in Note 1A, the basic component unit financial statements present only the
Authority and are not intended to present fairly the financial position and results of operations of
the City of Costa Mesa, California in accordance with accounting principles generally accepted in the
United States of America.

Responsibilities of Management for the Financial Statements

The Authority’s management is responsible for the preparation and fair presentation of the financial
statements in accordance with accounting principles generally accepted in the United States of
America, and for the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of financial statements that are free from material misstatement,
whether due to fraud or error.
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In preparing the financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about the Authority’s
ability to continue as a going concern for one year after the date that the financial statements are
issued.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinions. Reasonable assurance is a high level of assurance but is not absolute
assurance and therefore is not a guarantee that an audit conducted in accordance with GAAS will
always detect a material misstatement when it exists. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
Misstatements are considered material if there is a substantial likelihood that, individually or in the
aggregate, they would influence the judgment made by a reasonable user based on the financial
statements.

In performing an audit in accordance with GAAS, we:

e Exercise professional judgment and maintain professional skepticism throughout the audit.

e Identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and disclosures
in the financial statements.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Authority’s internal control. Accordingly, no such opinion is
expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of
the financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about the Authority’s ability to continue as a going
concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit, significant audit findings, and certain internal
control-related matters that we identified during the audit.

Required Supplementary Information

Management has not presented the management’s discussion and analysis that accounting
principles generally accepted in the United States of America require to be presented to
supplement the basic financial statements. Such missing information, although not a part of the
basic financial statements, is required by the Governmental Accounting Standards Board, who
considers it to be an essential part of financial reporting for placing the basic financial statements
in an appropriate operational, economic, or historical context. Our opinions on the basic financial
statements are not affected by this missing information.
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Report on Summarized Comparative Information

We have previously audited the Authority’s 2023 financial statements, and we expressed an
unmodified audit opinion on those audited financial statements in our report dated December 22,
2023. In our opinion, the summarized comparative information presented herein as of and for the
year ended June 30, 2023 is consistent, in all material respects, with the audited financial statements
from which it has been derived.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated January
16, 2025, on our consideration of the Authority’s internal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements
and other matters. The purpose of that report is solely to describe the scope of our testing of internal
control over financial reporting and compliance and the results of that testing, and not to provide an
opinion on the effectiveness of internal control over financial reporting or on compliance. That report
is an integral part of an audit performed in accordance with Government Auditing Standards in
considering the Authority’s internal control over financial reporting and compliance.

Dm} g” LLr

Irvine, California
January 16, 2025
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ASSETS:

COSTA MESA FINANCING AUTHORITY

Statement of Net Position

June 30, 2024

(With comparative totals for June 30, 2023)

Cash and investments with fiscal agent (Note 2)
Lease interest receivable
Leases receivable (Note 3)

TOTAL ASSETS

LIABILITIES:

Interest payable

Noncurrent liabilities:
Due within one year (Note 3)
Due in more than one year (Note 3)

TOTAL LIABILITIES

NET POSITION:

Restricted for debt service

Unrestricted

TOTAL NET POSITION

Governmental Activities

2024 2023
$ 17,449 7,278
207,888 254,763
19,360,000 21,280,000
19,585,337 21,542,041
207,888 254,763
2,162,767 2,067,767
19,893,978 22,056,745
22,264,633 24,379,275
17,449 7,278
(2,696,745) (2,844,512)
$  (2,679,296) (2,837,234)

See accompanying notes to financial statements.
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COSTA MESA FINANCING AUTHORITY
Statement of Activities

Year Ended June 30, 2024

(With comparative totals for the year ended June 30, 2023)

Program Revenues

Net (Expenses) Revenues

Charges Operating Capital
for Grants and Grants and
Functions/Programs Expenses Services Contributions  Contributions 2024 2023
Governmental Activities:
Interest on long-term debt $ 731,783 - - - $ (731,783) (825,533)
Total governmental
activities $ 731,783 - - - (731,783) (825,533)
General revenues:
Investment income 889,721 980,574
Total general revenues 889,721 980,574
Changes in net position 157,938 155,041
NET POSITION AT
BEGINNING OF YEAR (2,837,234) (2,992,275)
NET POSITION AT END OF YEAR $ (2,679,296) (2,837,234)

See accompanying notes to financial statements.
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COSTA MESA FINANCING AUTHORITY

Balance Sheet
Governmental Fund

June 30, 2024

(With comparative totals for June 30, 2023)

ASSETS:
Cash and investments with fiscal agent
Leases receivable

TOTAL ASSETS

DEFERRED INFLOWS OF RESOURCES AND FUND BALANCE:

DEFERRED INFLOWS OF RESOURCES:
Unavailable lease revenue

TOTAL DEFERRED INFLOW OF RESOURCES

FUND BALANCE:
Restricted for debt service

TOTAL FUND BALANCE

TOTAL DEFERRED INFLOWS OF RESOURCES
AND FUND BALANCE

Total

Government Fund
2024 2023

17,449 7,278
19,360,000 21,280,000
19,377,449 21,287,278
19,360,000 21,280,000
19,360,000 21,280,000

17,449 7,278

17,449 7,278
19,377,449 21,287,278

See accompanying notes to financial statements.
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COSTA MESA FINANCING AUTHORITY

Reconciliation of the Governmental Fund Balance Sheet
to the Statement of Net Position

June 30, 2024

Fund balances for governmental fund $ 17,449

Amounts reported for governmental activities in the Statement of Net
Position are different because:

Accrued interest receivable for the current portion of interest due on
lease payments has not been reported in the governmental funds.
Interest receivable 207,888

Long-term liabilities applicable to the Authority's governmental activities are not
due and payable in the current period and, accordingly, are not reported as
governmental fund liabilities. All liabilities (both current and long-term) are
reported in the Statement of Net Position.
Revenue bonds (19,360,000)
Premium on bonds (2,696,745)

Accrued interest payable for the current portion of interest due on long-term
debt has not been reported in the governmental funds.
Interest payable - revenue bonds (207,888)

Revenues relating to leases receivable are measurable but not available and,
accordingly, are recorded as unavailable revenue in the governmental funds

under the modified accrual basis of accounting. 19,360,000

Net position of governmental activities $ (2,679,296)

See accompanying notes to financial statements.
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COSTA MESA FINANCING AUTHORITY

Statement of Revenues, Expenditures and Changes in Fund Balances

Governmental Fund

Year Ended June 30, 2024

(With comparative totals for the year ended June 30, 2023)

Total
Governmental Fund
2024 2023
REVENUES:
Other interest $ 10,171 $ 7,274
Lease payments 2,799,550 2,803,300
TOTAL REVENUES 2,809,721 2,810,574
EXPENDITURES:
Debt service:
Principal 1,920,000 1,830,000
Interest 879,550 973,300
TOTAL EXPENDITURES 2,799,550 2,803,300
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES 10,171 7,274
NET CHANGE IN FUND BALANCE 10,171 7,274
FUND BALANCE AT BEGINNING OF YEAR 7,278 4
FUND BALANCE AT END OF YEAR $ 17,449 $ 7,278

See accompanying notes to financial statements.
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COSTA MESA FINANCING AUTHORITY

Reconciliation of the Governmental Fund Statement of
Revenues, Expenditures and Changes in Fund Balances
to the Statement of Activities

Year Ended June 30, 2024

Net change in fund balances - total governmental fund $ 10,171

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

The Statement of Net Position includes accrued interest on leases receivable.
The net change in accrued interest for the current period is reported on the
Statement of Activities. 207,888

Repayment of long-term principal is an expenditures in the governmental
and, thus, has the effect of reducing the fund balances because current
funds resources have been used. For the Authority as a whole, however,
the principal financial payments reduce the liabilities in the Statement of
Net Position and do not result in an expense in the Statement of Activities.
Debt service principal 1,920,000
Amortization of bond premium 147,767

The Statement of Net Position includes accrued interest on long-term
debt. The net change in accrued interest for the current period is reported
on the Statement of Activities. (207,888)

Revenues relating to leases receivable that do not meet the "availability"
criteria for revenue recognition and therefore are not reported
as revenue in the funds. (1,920,000)

Change in net position of governmental activities $ 157,938

See accompanying notes to financial statements.
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1.

COSTA MESA FINANCING AUTHORITY
Notes to the Basic Financial Statements

Year Ended June 30, 2024

Reporting Entity and Summary of Significant Accounting Policies

A. Description of the Reporting Entity:

The Costa Mesa Financing Authority (the Authority) was created by a joint powers agreement
between the City of Costa Mesa (the City) and the Costa Mesa Housing Authority (the Housing
Authority), dated August 1, 2017. It was created pursuant to Article 1 (commencing with
Section 6500) of Chapter 5 of Division 7 of Title of the Government Code of the State of
California (the “JPA Act”).

The Authority is an integral part of the reporting entity of the City. The financial activity of
the Authority has been included within the scope of the basic financial statements of the City
because the City Council of the City of Costa Mesa is the governing board over the
operations of the Authority. Only the financial activity of the Authority is included herein,
therefore, these financial statements do not purport to represent the financial position or
results of operations of the City.

. Basis of Accounting and Measurement Focus:

The basic financial statements of the Authority are composed of the following:

e Government-wide financial statements
e Fund financial statements
e Notes to the basic financial statements

Government-wide financial statements display information about the reporting government
as a whole, except for its fiduciary activities. These statements include separate columns for
the governmental and business-type activities of the primary government (including its
blended component units), as well as its discretely presented component units. The Authority
has no business-type activities or discretely presented component units.

Government-wide financial statements are presented using the economic resources
measurement focus and the accrual basis of accounting. Measurement focus indicates the
type of resources being measured. Under the economic resources measurement focus, all
(both current and long-term) economic resources and obligations of the reporting
government are reported in the government-wide financial statements. Basis of accounting
refers to when revenues and expenditures are recognized in the accounts and reported in the
financial statements. Under the accrual basis of accounting, revenues, expenses, gains,
losses, assets, and liabilities resulting from exchange and exchange-like transactions are
recognized when the exchange takes place. Revenues, expenses, gains, losses, assets, and
liabilities resulting from nonexchange transactions are recognized in accordance with the
requirements of Governmental Accounting Standards Board (GASB) Statement No. 33.

Program revenues include charges for services and payments made by parties outside of
the reporting government’s citizenry if that money is restricted to a particular program.
Program revenues are netted with program expenses in the statement of activities to present
the net cost of each program.
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1.

COSTA MESA FINANCING AUTHORITY
Notes to the Basic Financial Statements

(Continued)

Reporting Entity and Summary of Significant Accounting Policies (Continued):

Amounts paid to acquire capital assets are capitalized as assets in the government-wide
financial statements, rather than reported as expenditures. Proceeds of long-term debt are
recorded as liabilities in the government-wide financial statements, rather than as other
financing sources. Amounts paid to reduce long-term indebtedness of the reporting
government are reported as reductions of the related liabilities, rather than as expenditures.

When both restricted and unrestricted resources are combined, expenses are considered to
be paid first from restricted resources, and then from unrestricted resources.

Fund Financial Statements

The underlying accounting system of the Authority is organized and operated on the basis of
separate funds, each of which is considered to be a separate accounting entity. The
operations of each fund are accounted for with a separate set of self-balancing accounts that
comprise its assets, liabilities, deferred inflows of resources, fund equity, revenues and
expenditures or expenses, as appropriate. Governmental resources are allocated to and
accounted for in individual funds based upon the purposes for which they are to be spent
and the means by which spending activities are controlled.

Fund financial statements for the primary government’s governmental funds are presented
after the government-wide financial statements. These statements display information about
major funds individually and other governmental funds in the aggregate for governmental
funds. Fiduciary statements include financial information for fiduciary funds and similar
component units. Fiduciary funds primarily represent assets held by the Authority in a
custodial capacity for other individuals or organizations. The Authority has no fiduciary funds.

Governmental Funds

In the fund financial statements, governmental funds are presented using the modified-
accrual basis of accounting. Their revenues are recognized when they become measurable
and available as fund balances. Measurable means that the amounts can be estimated, or
otherwise determined. Available means that the amounts were collected during the
reporting period or soon enough thereafter to be available to finance the expenditures
accrued for the reporting period. The Authority uses a sixty-day availability period.
Unavailable revenues are reported as deferred inflows of resources in the governmental
funds.

Revenue recognition is subject to the measurable and availability criteria for the
governmental funds in the fund financial statements. Exchange transactions are recognized
as revenues in the period in which they are earned (i.e., the related goods or services
are provided). Imposed non-exchange transactions are recognized as revenues in the period
for which they were imposed. If the period of use is not specified, they are recognized as
revenues when an enforceable legal claim to the revenues arises or when they are received,
whichever occurs first. Government-mandated and voluntary non-exchange transactions are
recognized as revenues when all applicable eligibility requirements have been met.
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1.

COSTA MESA FINANCING AUTHORITY
Notes to the Basic Financial Statements

(Continued)

Reporting Entity and Summary of Significant Accounting Policies (Continued):

In the fund financial statements, governmental funds are presented using the current
financial resources measurement focus. This means that only current assets, current
liabilities and deferred inflows of resources are generally included on their balance sheets.
The reported fund balance is considered to be a measure of “available spendable resources.”
Governmental fund operating statements present increases (revenues and other financing
sources) and decreases (expenditures and other financing uses) in fund balances.
Accordingly, they are said to present a summary of sources and uses of “available spendable
resources” during a period.

Noncurrent portions of long-term receivables due to governmental funds are reported on
the balance sheets in spite of their spending measurement focus. Special reporting
treatments are used to indicate, however, that they should not be considered “available
spendable resources,” since they do not represent available fund balance. Recognition of
governmental fund type revenues represented by noncurrent receivables are reported as
unavailable revenues. Noncurrent portions of other long-term receivables are offset by
deferred inflows of resources - unavailable revenue.

Because of the spending measurement focus, expenditure recognition for governmental fund
types excludes amounts represented by noncurrent liabilities. Since they do not affect
net current assets, such long-term amounts are not recognized as governmental fund type
expenditures or fund liabilities.

Amounts expended to acquire capital assets are recorded as expenditures in the year that
resources were expended, rather than as fund assets. The proceeds of long-term debt are
recorded as other financing sources rather than as fund liabilities. Amounts paid to reduce
long-term indebtedness are reported as fund expenditures.

Activities in Major Fund:

The following debt service fund is presented as a major fund in the accompanying basic
financial statements:

2017 lLease Revenue Bonds Fund - To account for the accumulation of resources for the
payments of debt service for lease revenue bond principal and interest relating to the 2017
Lease Revenue Bonds.

Cash and Investments:
Investments are reported in the accompanying financial statements at fair value.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in
an orderly transaction between market participants at the measurement date. Changes in
fair value that occur during a fiscal year are recognized as investment income reported for
that fiscal year. Investment income includes interest earnings, changes in fair value, and any
gains or losses realized upon the liquidation, maturity, or sale of investments.
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1.

COSTA MESA FINANCING AUTHORITY
Notes to the Basic Financial Statements

(Continued)

Reporting Entity and Summary of Significant Accounting Policies (Continued):

E.

Net Position:

Restricted net position consists of constraints placed on net position use through external
constraints imposed by creditors (such as through debt covenants), grantors, contributors,
or laws or regulations of other governments or constraints imposed by law through
constitutional provisions or enabling legislation. Unrestricted net position is the remaining
balance of net position.

Deferred Outflow/Inflows of Resources:

In addition to assets, the statement of net position and the governmental funds balance
sheet will sometimes report a separate section for deferred outflows of resources. This
separate financial statement element, deferred outflows of resources, represents a
consumption of net position that applies to future periods and so will not be recognized as
an outflow of resources (expense/expenditure) until that. The Authority does not have any
applicable deferred outflows of resources.

In addition to liabilities, the statement of net position and the governmental funds balance
sheet will sometimes report a separate section for deferred inflows of resources. This
separate financial statement element, deferred inflows of resources, represents an
acquisition of net position that applies to future periods and will not be recognized as an
inflow of resources (revenue) until that time. The Authority reports unavailable lease
revenue as deferred inflows of resources in the governmental fund.

Budgetary Reporting:

Formal budgetary integration is not employed for the Authority because effective control is
alternatively achieved through the debt indenture provisions.

. Fund Balance:

The fund balances are reported in the fund statements in the following classification:

Restricted Fund Balance - this includes amounts that can be spent only for specific purposes
stipulated by constitution, external resource providers, or through enabling legislation. If the
Board action limiting the use of funds is included in the same action (legislation) that created
(enables) the funding source, then it is restricted.

Long Term Obligations:

In the government-wide financial statements, long-term debt and other long-term obligations
are reported as liabilities in the statement of net position. Bond premiums and discounts, as
well as prepaid insurance costs related to bond issuance costs, are deferred and amortized
over the life of the bonds. Bonds payable are reported net of the applicable bond premium
or discount.
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1.

COSTA MESA FINANCING AUTHORITY
Notes to the Basic Financial Statements

(Continued)

Reporting Entity and Summary of Significant Accounting Policies (Continued):

J. Use of Estimates:

L.

The preparation of financial statements in accordance with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect certain reported amounts and disclosures. Accordingly, actual results
could differ from those estimates.

Fair Value Measurements:

Certain assets and liabilities are required to be reported at fair value. The fair value framework
provides a hierarchy that prioritizes the inputs to valuation techniques used to measure fair
value. The hierarchy gives the highest priority to unadjusted quoted prices in active markets
for identical assets or liabilities (Level 1 measurements) and the lowest priority to
unobservable inputs (Level 3 measurements). The three levels of fair value hierarchy are
described as follows:

Level 1 - Inputs to the valuation methodology are unadjusted quoted prices for identical
assets or liabilities in active markets.

Level 2 - Inputs other than quoted prices included within Level 1 that are observable for the
asset or liability, either directly or indirectly and fair value is determined through the use of
models or other valuation methodologies including:

Quoted prices for similar assets or liabilities in active markets;

Quoted prices for identical or similar assets or liabilities in markets that are inactive;
Inputs other than quoted prices that are observable for the asset or liability;

Inputs that are derived principally from or corroborated by observable market data by
correlation or other means.

Level 3 - Inputs to the valuation methodology are unobservable and significant to the fair
value measurement. These unobservable inputs reflect the Authority’s own assumptions
about the inputs market participants would use in pricing the asset or liability (including
assumptions about risk). These unobservable inputs are developed based on the best
information available in the circumstances and may include the Authority’s own data.

Prior Year Data:

Selected information regarding the prior year has been included in the accompanying
financial statements. This information has been included for comparison purposes only and
does not represent a complete presentation in accordance with accounting principles
generally accepted in the United States of America. Accordingly, such information should be
read in conjunction with the Authority’s prior year financial statements, from which this
selected financial data was derived.
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COSTA MESA FINANCING AUTHORITY
Notes to the Basic Financial Statements

(Continued)

2. Cash and Investments:

Cash and investments at June 30, 2024 are classified in the accompanying Statement of
Net Position as follows:

Cash and investments with fiscal agent $ 17,449

Cash and investments held at June 30, 2024 consisted of the following:

Investments:
Money market mutual funds $ 17,449

Investments Authorized by Debt Agreements

Investments of debt proceeds held by bond trustee are governed by provisions of the debt
agreements, rather than the general provisions of the California Government code or the City’s
investment policy. The table on the following page identifies the investment types that are
generally authorized for investments held by bond trustee. The table also identifies certain
provisions of these debt agreements that address interest rate risk, credit risk, and concentration
of credit risk.

Maximum Maximum
Maximum Percentage Investment
Authorized Investments Maturity Allowed in One Issuer

United States Treasury Securities None None None
Federal Agency Securities 1 year None None
Banker’s Acceptances 30 days None None
Commercial Paper 270 days None None
Money Market Mutual Funds None None None
Investment Agreements None None None
Interest-Bearing Time Deposits 30 days None None
Repurchase Agreements 270 days None None
Local Agency Investment Fund None None None
State Obligations None None None
Pre-refunded Municipal Obligations None None None

Disclosures Relating to Interest Rate Risk

Interest rate risk 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 Authority
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.

15 332



COSTA MESA FINANCING AUTHORITY
Notes to the Basic Financial Statements

(Continued)

2. Cash and Investments (Continued):

Information about the sensitivity of the fair values of the Authority’s investments (including
investments held by bond trustee) to market interest rate fluctuations is provided by the
following table that shows the distribution of the Authority’s investments by maturity:

Remaining Maturity (in Months)

12 Months 13 Months
Investment Type or Less or More Total
Money market mutual funds $ 17,449 $ - $ 17,449

Disclosures Relating to Credit Risk

Generally, credit risk is the risk that an issuer of an investment will not fulfill its obligation to the
holder of the investment. This is measured by the assignment of a rating by a nationally
recognized statistical rating organization. Presented below is the minimum rating required by
(where applicable) the California Government Code, the City’s investment policy, or debt
agreements, and the Standard & Poor’s actual rating as of year-end for each investment type:

Minimum Legal Rating
Investment Type Rating Total AAA
Money market mutual funds AAA $ 17,449 $ 17,449

Concentration of Credit Risk

The investment policy of the City contains no limitations on the amount that can be invested in
anyone issuer beyond that stipulated by the California Government Code. No investments in
anyone issuer (other than mutual funds and external investment pools) represent 5% or more
of total investments by reporting unit (governmental activities or major fund).

Custodial Credit Risk

Custodial credit risk for deposits is the risk that, in the event of the failure of a depository
financial institution, a government 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 counterparty (e.g., broker-
dealer) to a transaction, a government 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
provision for deposits: The California Government Code requires that a financial institution
secure deposits made by the state or local governmental units by pledging securities in an
undivided collateral pool held by a depository regulated under state law (unless so waived by
the governmental unit). 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 Authority deposits by pledging first trust deed mortgage
notes having a value of 150% of the secured public deposits.
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COSTA MESA FINANCING AUTHORITY
Notes to the Basic Financial Statements

(Continued)

Long-Term Liabilities:

The following is a summary of changes in long-term liabilities of the Authority for the year
ended June 30, 2024:

Amount Amount Due
Balance at Balance at Due Within Beyond
July 1, 2023 Additions Reductions June 30, 2024 One Year One Year
2017 Lease Revenue
Bonds $21,280,000 $ - $(1,920,000) ¢ 19,360,000 $2,015,000 $17,345,000
2017 Bond Premium 2,844,512 - (147,767) 2,696,745 147,767 2,548,978
Total $24,124,512 $ - $(2,067,767) $ 22,056,745 $2,162,767 $19,893,978

2017 Lease Revenue Bonds:

On October 1, 2017, the Authority issued $29,735,000 in 2017 Lease Revenue Bonds to finance
certain capital improvements of the City of Costa Mesa and to advance refund $16,765,000 of
outstanding Costa Mesa Public Financing Authority 2007 Certificates of Participation (2007
Certificates). The bond issue also included a bond premium of $3,694,172. The bonds mature
from October 1, 2018 through October 1, 2042 in annual installments ranging from $570,000
to $2,220,000. Interest is payable semi-annually on April 1 and October 1 of each vyear,
commencing on April 1, 2018 at a rate ranging from 2.0% to 5.0%. As of June 30, 2024, the
principal outstanding is $19,360,000 and the unamortized bond premium balance is $2,696,745.

The lease agreement requires the City to make lease payments to the Authority on each April 1
and October 1 preceding the debt service payment date, commencing April 1, 2018. Lease
payments are paid by the City directly to the Trustee.

The Authority’s source of payment on the certificates will be from lease payments received
from its lease with the City. This lease receivable has been recorded on the balance sheet of the
related debt service fund. Unavailable revenue has been recorded in an equal amount in the
fund financial statements because this lease revenue, although measurable, is not considered
available to finance expenditures of the fiscal year reported upon. Lease revenues are pledged
toward payment of these bonds. The amount of anticipated future lease payments is equal to the
amount of future principal and interest installments due on the debt.

Future debt requirements for the 2017 Lease Revenue Bonds are as follows:

Year Ending

June 30 Principal Interest Total
2025 $ 2,015,000 $ 781,175 $ 2,796,175
2026 2,115,000 677,925 2,792,925
2027 2,220,000 569,550 2,789,550
2028 570,000 499,800 1,069,800
2029 600,000 470,550 1,070,550
2030-2034 3,485,000 1,858,875 5,343,875
2035-2039 4,345,000 1,011,462 5,356,462
2040-2043 4,010,000 265,850 4,275,850
Total $19,360,000 $ 6,135,187 ¢ 25,495,187
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CERTIFIED PUBLIC ACCOUNTANTS Main: 949.474.2020 | Fax: 949.263.5520

Report on Internal Control Over Financial Reporting and on Compliance and Other
Matters Based on an Audit of Financial Statements Performed in Accordance with
Government Auditing Standards

Board of Directors
Costa Mesa Financing Authority
Costa Mesa, California

We have audited, in accordance with the auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States, financial statements of the
governmental activities and the major fund of the Costa Mesa Financing Authority (the Authority),
as of and for the year ended June 30, 2024, and the related notes to the basic financial
statements, which collectively comprise of the Authority’s basic financial statements, and have
issued our report thereon dated January 16, 2025.

Report on Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Authority’s
internal control over financial reporting (internal control) as a basis for designing audit procedures
that are appropriate in the circumstances for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of Authority’s
internal control. Accordingly, we do not express an opinion on the effectiveness of Authority’s
internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent,
or detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that
a material misstatement of the entity’s financial statements will not be prevented or detected
and corrected on a timely basis. A significant deficiency is a deficiency, or a combination of
deficiencies, in internal control that is less severe than a material weakness, yet important enough
to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of
this section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or, significant deficiencies. Given these limitations, during our audit we did not
identify any deficiencies in internal control that we consider to be material weaknesses. However,
material weaknesses or significant deficiencies may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Authority’s financial statements are
free from material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct
and material effect on the financial statements. However, providing an opinion on compliance with
those provisions was not an objective of our audit, and accordingly, we do not express such an
opinion.
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The results of our tests disclosed no instances of noncompliance or other matters that are required
to be reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
Authority’s internal control or on compliance. This report is an integral part of an audit performed

in accordance with Government Auditing Standards in considering the Authority’s internal control
and compliance. Accordingly, this communication is not suitable for any other purpose.

DM‘: g’-’ LLr

Irvine, California
January 16, 2025
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CERTIFIED PUBLIC ACCOUNTANTS Main: 949.474.2020 | Fax: 949.263.5520

INDEPENDENT AUDITOR’S REPORT

Board of Directors
Costa Mesa Housing Authority
Costa Mesa, California

Report on the Financial Statements
Opinions

We have audited the financial statements of the governmental activities and the major fund of the
Costa Mesa Housing Authority (Authority), a component unit of the City of Costa Mesa, California, as
of and for the year June 30, 2024, and the related notes to the financial statements, which collectively
comprise the Authority’s basic financial statements as listed in the table of contents.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
respective financial position of the governmental activities and the major fund of the Authority, as of
June 30, 2024, and the respective changes in financial position for the year then ended in accordance
with accounting principles generally accepted in the United States of America.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United States
of America (GAAS) and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Our responsibilities under those
standards are further described in the Auditor's Responsibilities for the Audit of the Financial
Statements section of our report. We are required to be independent of the Authority and to meet
our other ethical responsibilities, in accordance with the relevant ethical requirements relating to our
audit. We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our audit opinions.

Emphasis of Matter

As described more fully in Note 1A, the basic financial statements present only the Authority and
are not intended to present fairly the financial position and results of operations of the City of Costa
Mesa, California, in conformity with accounting principles generally accepted in the United States of
America. Our opinion is not modified with respect to this matter.

Responsibilities of Management for the Financial Statements

The Authority’s management is responsible for the preparation and fair presentation of the financial
statements in accordance with accounting principles generally accepted in the United States of
America, and for the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of financial statements that are free from material misstatement,
whether due to fraud or error.

In preparing the financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about the Authority’s
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ability to continue as a going concern for one year after the date that the financial statements are
issued.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinions. Reasonable assurance is a high level of assurance but is not absolute
assurance and therefore is not a guarantee that an audit conducted in accordance with GAAS will
always detect a material misstatement when it exists. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
Misstatements are considered material if there is a substantial likelihood that, individually or in the
aggregate, they would influence the judgment made by a reasonable user based on the financial
statements.

In performing an audit in accordance with GAAS, we:

e Exercise professional judgment and maintain professional skepticism throughout the audit.

e Identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and disclosures
in the financial statements.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Authority’s internal control. Accordingly, no such opinion
is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of
the financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about the Authority’s ability to continue as a going
concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit, significant audit findings, and certain internal
control-related matters that we identified during the audit.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the schedule
of proportionate share of the net pension liability and related ratios, the schedule of pension plan
contributions, the schedule of proportionate share of the Other Post Employment Benefit liability and
related ratios, and the schedule of revenues, expenditures and changes in fund balance - budget
and actual, be presented to supplement the basic financial statements. Such information is the
responsibility of management and, although not a part of the basic financial statements, is required
by the Governmental Accounting Standards Board who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. We have applied certain limited procedures to the required supplementary
information in accordance with auditing standards generally accepted in the United States of America,
which consisted of inquiries of management about the methods of preparing the information and
comparing the information for consistency with management’s responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial
statements. We do not express an opinion or provide any assurance on the information because the
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limited procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

Management has not presented the management’s discussion and analysis that accounting principles
generally accepted in the United States of America require to be presented to supplement the
basic financial statements. Such missing information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board, who considers it to be
an essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. Our opinions on the basic financial statements are
not affected by this missing information.

Report on Summarized Comparative Information

We have previously audited the Authority’s 2023 financial statements, and we expressed an
unmodified audit opinion on those audited financial statements in our report dated December 21,
2023. In our opinion, the summarized comparative information presented herein as of and for the
year ended June 30, 2023 is consistent, in all material respects, with the audited financial statements
from which it has been derived.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated January
16, 2025, on our consideration of the Authority’s internal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements
and other matters. The purpose of that report is solely to describe the scope of our testing of internal
control over financial reporting and compliance and the results of that testing, and not to provide an
opinion on the effectiveness of internal control over financial reporting or on compliance. That report
is an integral part of an audit performed in accordance with Government Auditing Standards in
considering the Authority’s internal control over financial reporting and compliance.

Dm‘: ﬁ‘: LLrs

Irvine, California
January 16, 2025
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Costa Mesa Housing Authority
Statement of Net Position

June 30, 2024
(With comparative totals for June 30, 2023)

Governmental Activities

2024 2023
ASSETS:
Cash and investments (Note 2) 7,725,840 6,904,364
Cash and investments with fiscal agent (Note 2) 25,487 24,493
Accounts receivable 43,341 38,549
Due from other governments 345,528 1,220,209
Rent receivable 16,448 20,064
Interest receivable 6,966 5,050
Loans receivable, net of allowance (Note 3) 1,295,210 496,064
Lease receivable (Note 5) 1,355,038 1,434,726
Capital assets (Note 4):
Not depreciated 2,063,865 2,063,865
Being depreciated, net 1,977,480 2,142,270
TOTAL ASSETS 14,855,203 14,349,654
DEFERRED OUTFLOWS OF RESOURCES:
Pension related (Note 6) 741,126 665,087
OPEB related (Note 7) 145,205 125,013
TOTAL DEFERRED OUTFLOWS OF RESOURCES 886,331 790,100
LIABILITIES:
Accounts payable 1,100,900 336,921
Accrued liabilities 46,409 28,771
Deposits 24,902 23,908
Net pension liability (Note 6) 3,099,311 2,586,560
OPEB liability (Note 7) 702,844 583,371
TOTAL LIABILITIES 4,974,366 3,559,531
DEFERRED INFLOWS OF RESOURCES:
Lease related (Note 5) 1,323,545 1,414,825
Pension related (Note 8) 9,017 38,780
OPEB related (Note 7) 336,313 180,623
TOTAL DEFERRED INFLOWS OF RESOURCES 1,668,875 1,634,228
NET POSITION:
Investment in capital assets 4,041,345 4,206,135
Restricted for community programs 5,056,948 5,739,860
TOTAL NET POSITION 9,098,293 9,945,995

See accompanying notes to financial statements.
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Costa Mesa Housing Authority
Statement of Activities
Year ended June 30, 2024
(With comparative totals for the year ended June 30, 2023)

Program Revenues

Net (Expense) Revenue and
Changes in Net Position
Governmental Activities

Operating Capital
Charges Grants and Grants and
Functions/Programs Expenses for Services Contributions Contributions 2024 2023
Governmental Activities:
Community programs $ 6,945,418 $ 538,955 $ 1,282,105 $ - $ (5,124,358) $ (1,597,452)
Total governmental
activities $ 6,945418 ¢ 538,955 $ 1,282,105 $ - (5,124,358) (1,597,452)
General revenues:
Repayment of Successor Agency advance - 342,011
Investment income (loss) 231,987 9,416
Other income 117,032 221,113
Transfer from the City of Costa Mesa 3,927,637 5,288,708
Total general revenues and transfers 4,276,656 5,861,248
CHANGE IN NET POSITION (847,702) 4,263,796
NET POSITION AT BEGINNING OF YEAR 9,945,995 5,682,199
NET POSITION AT END OF YEAR $ 9,098,293 $ 9,945,995

See accompanying notes to financial statements.
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ASSETS:

Cash and investments

Balance Sheet

Governmental Fund

June 30, 2024

Cash and investments with fiscal agent

Accounts receivable
Due from other governments

Rent receivable

Interest receivable
Loans receivable, net of allowance

Lease receivable

TOTAL ASSETS

LIABILITIES:

Accounts payable

Accrued liabilities

Deposits payable
TOTAL LIABILITIES

DEFERRED INFLOWS OF RESOURCES:

Lease related

Unavailable revenue

TOTAL DEFERRED INFLOWS OF RESOURCES

FUND BALANCE:

Restricted for community programs

TOTAL FUND BALANCE

TOTAL LIABILITIES AND FUND BALANCE

6

Costa Mesa Housing Authority

(with comparative totals for June 30, 2023)

2024 2023
$ 7,725,840 $ 6,904,364
25,487 24,493
43,341 38,549
345,528 1,220,209
16,448 20,064
6,966 5,050
1,295,210 496,064
1,355,038 1,434,726
$ 10,813,858 $ 10,143,519
$ 1,100,900 $ 336,921
46,409 28,771
24,902 23,908
1,172,211 389,600
1,323,545 1,414,825
- 38,549
1,323,545 1,453,374
8,318,102 8,300,545
8,318,102 8,300,545
$ 10,813,858 $ 10,143,519

See accompanying notes to financial statements.
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Costa Mesa Housing Authority
Reconciliation of the Governmental Funds Balance Sheet
to the Statement of Net Position
June 30, 2024

Fund balance - total governmental fund

Amounts reported for governmental activities in the Statement of Net
Position are different because:

Capital Related Items
When capital assets (property, plant, equipment) that are to be used in

governmental activities are purchased or constructed, the cost of those
assets are reported as expenditures in governmental funds. However,
the Statement of Net Position includes those capital assets among the
assets of the Authority as whole:

Capital assets

Accumulated depreciation

Pension and OPEB Related Transactions
Long-term liabilities applicable to the Authority's governmental activities are

not due and payable in the current period and, accordingly, are not
reported as fund liabilities. All liabilities (both current and long-term) are
reported in the Statement of Net Position. Also, deferred outflows of
resources and deferred inflows of resources related to the long term
liabilities do not provide current financial resources and are therefore
not presented in the governmental funds:

Deferred outflows of resources related to pensions

Deferred outflows of resources related to OPEB

Deferred inflows of resources related to pensions

Deferred inflows of resources related to OPEB

CalPERS pension liability

OPEB liability

Net position of governmental activities

See accompanying notes to financial statements.

7

$ 8,318,102

5,359,665
(1,318,320)

741,126
145,205
(9,017)
(336,313)
(3,099,311)
(702,844)

$ 9,098,293
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Costa Mesa Housing Authority
Statement of Revenues, Expenditures and Changes in Fund Balance

Governmental Fund
Year ended June 30, 2024

(with comparative totals for June 30, 2023)

REVENUES:
Rental income

Repayment of Successor Agency advance

Intergovernmental
Investment income (loss)
Miscellaneous
TOTAL REVENUES
EXPENDITURES:
Current:
Community programs

TOTAL EXPENDITURES

EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES

OTHER FINANCING SOURCES:
Transfer from the City of Costa Mesa

Net change in fund balances
FUND BALANCE - BEGINNING OF YEAR

FUND BALANCE - END OF YEAR

2024 2023
$ 538,955 416,489
- 342,011
1,320,654 2,686,381
231,987 9,416
117,032 221,113
2,208,628 3,675,410
6,118,708 4,286,833
6,118,708 4,286,833
(3,910,080) (611,423)
3,927,637 5,288,708
17,557 4,677,285
8,300,545 3,623,260
$ 8,318,102 8,300,545

See accompanying notes to financial statements.
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Costa Mesa Housing Authority
Reconciliation of the Governmental Funds Statement of
Revenues, Expenditures and Changes in Fund Balances

to the Statement of Activities
Year ended June 30, 2024

Net change in fund balances - total governmental fund

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

Capital Related Items
Governmental funds report capital outlay as expenditures.
However, in the Statement of Activities, the cost of those assets
are allocated over their estimated useful lives as depreciation
expense. This is the amount of depreciation charged to the
program in the Statement of Activities in the current period:
Depreciation expense

Pension
Pension expense reported in the governmental funds includes the annual
required contributions. In the Statement of Activities, pension expenses
includes the change in the net pension liability, and related changes in
pension amounts for deferred outflows of resources and deferred inflows
of resources.

OPEB
OPEB expense reported in the governmental funds includes the annual required
contributions. In the Statement of Activities, OPEB expense includes the change
in the net pension liability, and related changes in OPEB amounts for deferred

outflows of resources and deferred inflows of resources.

Change in net position of governmental activities

See accompanying notes to financial statements.
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$ 17,557
(164,790)
(406,949)
(254,971)

$  (847,702)
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COSTA MESA HOUSING AUTHORITY
Notes to Basic Financial Statements

Year ended June 30, 2024

1. Reporting Entity and Summary of Significant Accounting Policies:

The accounting policies of the Costa Mesa Housing Authority (Authority) conform to accounting
principles generally accepted in the United States of America as applicable to governments. The
Governmental Accounting Standards Board (GASB) is the accepted standard setting body for
governmental accounting and financial reporting principles. The following is a summary of the
Authority’s significant accounting policies:

A. Description of the Reporting Entity:

The Authority was established on January 17, 2012, pursuant to City Council Resolution No.
12-3. The primary purpose of the Authority is to promote affordable housing for families of
low and moderate income within the City of Costa Mesa, California (City). Pursuant to
Assembly Bill 1484, the housing assets and obligations of the former Redevelopment
Agency’s Low and Moderate Income Housing Fund were transferred to the Authority. The
Authority is an integral part of the reporting entity of the City. The fund of the Authority has
been included within the scope of the basic financial statements of the City because the City
Council exercises oversight responsibility over the operations of the Authority.

Only the fund of the Authority is included herein, therefore, these financial statements do
not purport to represent the financial position or results of operations of the City.

B. Fund Accounting:

The basic accounting and reporting entity is a “fund”. A fund is defined as an independent
fiscal and accounting entity with a self-balancing set of accounts, recording resources, related
liabilities, obligations, reserves and equities segregated for the purpose of carrying out
specific activities or attaining certain objectives in accordance with special regulations,
restrictions, or limitations. The accounting records of the Authority are organized on the
basis of funds. Currently, the Authority only utilizes one fund.

C. Basis of Accounting and Measurement Focus:
The basic financial statements of the Authority are composed of the following:

e Government-wide financial statements
¢ Fund financial statements
e Notes to the basic financial statements

10
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COSTA MESA HOUSING AUTHORITY
Notes to Basic Financial Statements

(Continued)

1. Reporting Entity and Summary of Significant Accounting Policies (Continued):

Government-wide Financial Statements

Government-wide financial statements display information about the Authority as a whole.
All activities of the Authority are classified as governmental activities. Government-wide
financial statements are presented using the economic resources measurement focus and
the accrual basis of accounting. Measurement focus indicates the type of resources being
measured. Under the economic resources measurement focus, all (both current and long-
term) economic resources and obligations of the reporting government are reported in the
government-wide financial statements. Basis of accounting refers to when revenues and
expenditures are recognized in the accounts and reported in the financial statements. Under
the accrual basis of accounting, revenues, expenses, gains, losses, assets and liabilities
resulting from nonexchange transactions are recognized in accordance with the requirements
of GASB Statement No. 33.

Program revenues include charges for services, and payments made by parties outside of
the reporting government’s citizenry if that money is restricted to a particular program.
Program revenues are netted with program expenses in the statement of activities to
present the net cost of each program.

Amounts paid to acquire capital assets are capitalized in the government-wide financial
statements, rather than reported as expenditures.

Fund Financial Statements

The underlying accounting system of the Authority is organized and operated on the basis
of separate funds, each of which is considered to be a separate accounting entity. The
operations of the fund are accounted for with a set of self-balancing accounts that comprise
its assets, liabilities, fund equity, revenues and expenditures or expenses, as appropriate.
Governmental resources are allocated to and accounted for in the individual fund based upon
the purposes for which it is to be spent and the means by which spending activities are
controlled.

Fund financial statements for the Authority’s governmental fund are presented after the
government-wide financial statements. These statements display information about the
governmental major fund individually and nonmajor funds in aggregate if applicable.

Governmental Funds

In the fund financial statements, governmental funds are presented using the modified-
accrual basis of accounting. Their revenues are recognized when they become measurable
and available as fund balances. Measurable means that the amounts can be estimated, or
otherwise determined. Available means that the amounts were collected during the
reporting period or soon enough thereafter to be available to finance the expenditures
accrued for the reporting period. The Authority generally considers revenues collected within
sixty days after the fiscal year-end to be available, which includes loan repayments and rental
income.
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COSTA MESA HOUSING AUTHORITY
Notes to Basic Financial Statements

(Continued)

1. Reporting Entity and Summary of Significant Accounting Policies (Continued):

E.

Revenue recognition is subject to the measurable and availability criteria for the
governmental funds in the fund financial statements. Exchange transactions are recognized
as revenues in the period in which they are earned (i.e., the related goods or services are
provided). Imposed nonexchange transactions are recognized as revenues in the period for
which they were imposed. If the period of use is not specified, they are recognized as
revenues when an enforceable legal claim to the revenues arises or when they are received,
whichever occurs first. Government-mandated and voluntary nonexchange transactions are
recognized as revenues when all applicable eligibility requirements have been met.

In the fund financial statements, governmental funds are presented using the current
financial resources measurement focus. This means that only current assets and current
liabilities are generally included on their balance sheets. The reported fund balance is
considered to be a measure of “available spendable resources”. Governmental fund operating
statements present increases (revenues and other financing sources) and decreases
(expenditures and other financing uses) in fund balances. Accordingly, they are said to
present a summary of sources and uses of “available spendable resources” during a period.

Noncurrent portions of long-term receivables due to governmental funds are reported on
the balance sheet in spite of their spending measurement focus.

Amounts expended to acquire capital assets are recorded as expenditures in the year that
resources were expended, rather than as fund assets. The proceeds of long-term
indebtedness are recorded as other financing sources rather than as a fund liability. Amounts
paid to reduce long-term indebtedness are reported as fund expenditures.

Cash and Investments:

Investments are reported in the accompanying financial statements at fair value. Fair value
is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. Changes in fair value
that occur during a fiscal year are recognized as investment income reported for that fiscal
year. Investment income includes interest earnings, changes in fair value, and any gains or
losses realized upon the liquidation, maturity, or sale of investments.

Leases:

The Authority is a lessor for leases as detailed in note 6. The Authority recognizes a lease
receivable and a deferred inflow of resources in the financial statements.

At the commencement of the lease, the Authority initially measures the lease receivable at
the present value of payments expected to be received and paid during the lease term.
Subsequently, the lease receivable is reduced by the principal portion of lease payments
received. The deferred inflow of resources is initially measured as the initial amount of the
lease receivable, adjusted for lease payments received at or before the lease commencement
date. Subsequently, the deferred inflows of resources is recognized as revenue over the life
of the lease term.

12
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COSTA MESA HOUSING AUTHORITY
Notes to Basic Financial Statements

(Continued)

1. Reporting Entity and Summary of Significant Accounting Policies (Continued):

Key estimates and judgments include how the Authority determines the discount rate it uses
to discount the expected lease receipts and payments to present value, lease term and lease
receipts.

e The Authority uses the estimated cost of capital rate as the discount rate for
leases.
e The lease term includes the noncancellable period of the lease.

The Authority monitors changes in circumstances that would require a remeasurement of its
leases and will remeasure the lease receivable and deferred inflows of resources if certain
changes occur that are expected to significantly affect the amount of the lease receivable.

Capital Assets:

Capital assets are recorded at historical cost at the time of purchase. Assets acquired from
gifts or contributions are recorded at acquisition value on the date contributed. Generally,
capital asset purchases in excess of $5,000 are capitalized if they have an expected
useful life of two years or more. Capital assets used in operations are generally depreciated
in the government-wide financial statements. It is the Authority’s policy not to depreciate
assets in its first year of service. A full year of depreciation is charged at final year of asset
life or upon disposal. Depreciation is charged as an expense against operations and
accumulated depreciation is reported on the respective statement of net position. The range
of lives used for computing depreciation for building improvements and structures is 10 to
20 years.

Net Position:

Net position of the Authority can be classified into three components - net investment in
capital assets; restricted; and unrestricted. These classifications are defined as follows:

Net investment in capital assets - This component of net position consists of capital
assets, including restricted capital assets, net of accumulated depreciation and reduced
by the outstanding balances of any bonds, mortgages, notes, or other borrowings that
are attributable to the acquisition, construction, or improvement of those assets. If there
are significant unspent related debt proceeds at year end, the portion of the debt
attributable to the unspent proceeds are not included in the calculation of net investment
in capital assets. Rather, that portion of the debt is included in the same net position
component as the unspent proceeds.

Restricted - This component of net position consists of constraints placed on net
position use through external constraints imposed by creditors (such as through debt
covenants), grantors, contributors, or laws or regulations of other governments or
constraints imposed by law through constitutional provisions or enabling legislation.

Unrestricted - This component of net position consists of net position that does not meet

the definition of “net investment in capital assets” or “restricted”. The Authority has no
unrestricted net position.
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COSTA MESA HOUSING AUTHORITY
Notes to Basic Financial Statements

(Continued)

1. Reporting Entity and Summary of Significant Accounting Policies (Continued):

I.

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

Deferred Outflows/Inflows of Resources:

In addition to assets, the statement of net position and the governmental fund balance sheet
will sometimes report a separate section for deferred outflows of resources. This separate
financial statement element, deferred outflows of resources, represents a consumption of
net position that applies to future periods and so will not be recognized as an outflow of
resources (expense/expenditure) until that time. The Authority has two items that qualify
for reporting in this category in the statement of net position. The items are deferred
outflows related to pensions and OPEB.

In addition to liabilities, the statement of net position and the governmental fund balance
sheet will sometimes report a separate section for deferred inflows of resources. This
separate financial statement element, deferred inflows of resources, represents an
acquisition of net position that applies to future periods and will not be recognized as an
inflow of resources (revenue) until that time. The Authority has three items that qualify for
reporting in this category in the statement of net position. The items are deferred inflows
related to pensions, OPEB and leases.

Fund Balance:
Fund balance classifications are defined as follows:

Nonspendable - This classification includes amounts that cannot be spent because they
are either (a) not in spendable form or (b) legally or contractually required to be maintained
intact.

Restricted - This classification includes amounts that can be spent only for specific purposes
stipulated by constitution, external resource providers or through enabling legislation.

Committed - This classification includes amounts that can be used only for the specific
purposes determined by a formal action of the government’s highest level of decision-making
authority.

Assigned - This classification includes amounts to be used by the government for specific
purposes but do not meet the criteria to be classified as restricted or committed. In
governmental funds, other than the general fund, assigned fund balance represents the
remaining amount that is not restricted or committed.

Unassigned - The classifications include the residual balance for the government’s General
Fund and includes all spendable amounts not contained in other classifications.

14
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COSTA MESA HOUSING AUTHORITY
Notes to Basic Financial Statements

(Continued)

1. Reporting Entity and Summary of Significant Accounting Policies (Continued):

It is the Authority’s policy that restricted resources will be applied first, followed by (in
order of application) committed, assigned, and unassigned resources, in the absence of
a formal policy adopted by the Board.

J. Pensions:

For purposes of measuring the net pension liability, deferred outflows of resources and
deferred inflows of resources related to pensions, and pension expense, information about
the fiduciary net position of the Plan and additions to/deductions from the Plan’s fiduciary net
position have been determined on the same basis. For the purpose, benefit payments
(including refunds of employee contributions) are recognized when currently due and payable
in accordance with the benefit terms. Investments are reported at fair value.

GASB 68 requires that the reported results must pertain to liability and asset information
within certain defined timeframe. For this report, the following timeframes are used:

Valuation Date June 30, 2022
Measurement Date June 30, 2023
Measurement Period July 1, 2022 to June 30, 2023

K. Other Post Employment Benefits (OPEB):

For purposes of measuring the OPEB liability, deferred outflows of resources and deferred
inflows of resources related to OPEB, and OPEB expense and information about the plan
(OPEB Plan), have been determined by an independent actuary. For this purpose, benefit
payments are recognized when currently due and payable in accordance with the benefit
terms.

Generally accepted accounting principles require that the reported results must pertain to
liability information within certain defined timeframes. For this report, the following
timeframes are used:

Valuation Date June 30, 2023
Measurement Date June 30, 2023
Measurement Period July 1, 2022 to June 30, 2023

L. Use of Estimates:

The preparation of financial statements in accordance with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect certain reported amounts and disclosures. Accordingly, actual results
could differ from those estimates.
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COSTA MESA HOUSING AUTHORITY
Notes to Basic Financial Statements

(Continued)

1. Reporting Entity and Summary of Significant Accounting Policies (Continued):
N. Prior Year Data
The information included in the accompanying financial statements for the prior year has
been presented for comparison purposes only and does not represent a complete
presentation in accordance with generally accepted accounting principles. Certain minor
reclassifications of prior year data have been made in order to enhance their comparability
with current year figures.

2. Cash and Investments:

Equity in Cash and Investment Pool of the City of Costa Mesa

The Authority does not have a separate bank account; however, the Authority’s cash and
investments are maintained in an investment pool managed by the City. The Authority is a
voluntary participant in that pool. This pool is governed by and under the regulatory oversight
of the Investment Policy adopted by the City Council of the City. The Authority has not adopted
an investment policy separate from that of the City. The fair value of the Authority’s
investment in this pool is reported in the accompanying financial statements at amounts based
upon the Authority’s pro-rata share of the fair value calculated by the City for the entire City
portfolio. The balance available for withdrawal is based on the accounting records maintained by
the City, which are recorded on an original cost basis. At June 30, 2024, the Authority had
a total cash balance of $7,751,327 of which $7,725,840 was part of the City’s cash and
investment pool and the remaining $25,487 was cash held with a fiscal agent for tenant deposits.
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COSTA MESA HOUSING AUTHORITY
Notes to Basic Financial Statements

(Continued)

3. Loans Receivable:

Loans receivable as of June 30, 2024 were comprised of the following:

Amount
The first-time homebuyer program provides loans to first-time
homebuyers for purchases of homes in the City of Costa Mesa. For
loans made before 2007, loan repayments were deferred for 10 years
and for loans made in 2007 and after, repayments of the loan are
deferred for 30 years. $ 1,520,685
The single-family rehabilitation loan program provides loans to
homeowners to make home improvements and repair code
violations. There were 3 loans made under this program in 2009. The
loans do not pay interest and are not due until the property is sold. 142,500
The rental rehabilitation program is for deferred loans to owners of
multi-family properties to make improvements and repair code
violations. There are 3 remaining loans under this program and
repayment is deferred until sale, transfer or default. Interest of 4
percent is due on these loans. 154,518
There are 3 loans made to underwrite land to a developer to build 3
single-family homes to be maintained in perpetuity for affordable
housing. The Authority maintains enforceable covenants on the
property. The loans are to be repaid only upon default of affordable
housing covenants.
508,542
There are 2 loans made to eligible homebuyers under the Federal
Neighborhood Stabilization Program (NSP) administered by the State
of California. The NSP program consists of acquisition, rehabilitation,
and subsequent sale of foreclosed homes. Borrowers met income and
affordability qualifications set by the HUD HOME Program and
California Community Redevelopment law. 115,250
A promissory note to CM Mercy House CHDO from Low to Moderate
Income Housing Asset Funds for the property improvements for forty
(40) housing units and forty-seven (47) senior housing units. 850,000
Total loans receivable 3,291,495
Less allowance for doubtful accounts (1,996,285)
Loans receivable, net of allowance for doubtful accounts $ 1,295,210
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COSTA MESA HOUSING AUTHORITY
Notes to Basic Financial Statements

(Continued)

4. Capital Assets:

The following is a summary of the capital asset activity for the year ended June 30, 2024:

Balance at Balance at
July 1, 2023 Additions Deletions June 30, 2024
Capital assets not being depreciated:
Land $ 2,063,865 $ - $ - $ 2,063,865
Capital assets being depreciated:
Building improvements and structures 3,295,800 - - 3,295,800
Less accumulated depreciation/amortization:
Building improvements and structures (1,153,530) (164,790) - (1,318,320)
Total capital assets being
depreciated, net 2,142,270 (164,790) - 1,977,480
Capital assets, net $ 4,206,135 $ (164,790) $ - $ 4,041,345

Depreciation expense of $164,790 was charged to the community programs function on the
Statement of Activities.

Lease Receivable

Land

On July 1, 1985, the City entered into a 55-year ground lease agreement with Costa Mesa Family
Village for three parcels of land. The lease began in July 1985 and will end in October 2039. The
lessees are required to make annual fixed payments ranging from $6,750 to $13,500 with an
interest rate of 2.015%. As of June 30, 2024, the lease receivable is $1,355,038, and deferred
inflows of resources is $1,323,545. The City recognized $91,280 of lease revenue during the
fiscal year.

Defined Benefit Pension Plan (CalPERS):

Plan Description

All qualified permanent and probationary Authority employees are eligible to participate in the
City’s Miscellaneous Plan, an agent multiple-employer defined benefit pension plan, administered
by the California Public Employees’ Retirement System (CalPERS), which acts as a common
investment and administrative agent for its participating member employers. Benefit provisions
under the Plan are established by State statute and City resolution. CalPERS issues publicly
available reports that include a full description of the pension plans regarding benefit
provisions, assumptions and membership information that can be found on the CalPERS website.

For further details regarding this plan, including funding progress, refer to the City of Costa
Mesa’s Annual Comprehensive Financial Report.
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6. Defined Benefit Pension Plan (CalPERS) (Continued):

Benefits Provided

CalPERS provides service retirement and disability benefits, annual cost of living adjustments
and death benefits to plan members, who must be public employees and beneficiaries. Benefits
are based on years of credited service, equal to one year of full-time employment. Members
with five years of total service are eligible to retire at age 50 to 62 with statutorily reduced
benefits. For employees hired into a plan with the 1.5% at 65 formula, eligibility for service
retirement is age 55 with at least five years of service. PEPRA miscellaneous members become
eligible for service retirement upon attainment of age 52 with at least five years of service.
All members are eligible for non-duty disability benefits after five years of service. The death
benefit is one of the following: the Basic Death Benefit, the 1957 Survivor Benefit, or the Optional
Settlement 2W Death Benefit. Safety members can receive a special death benefit if the member
dies while actively employed and the death is job-related. The cost of living adjustments are
applied as specified by the Public Employees’ Retirement Law.

The Plan’s provisions and benefits in effect at June 30, 2024, are summarized as follows:

Miscellaneous (Agent Multiple-Employer)

Prior to On or After On or After

Hire Date March 11, 2012 March 11, 2012 January 1, 2013
Benefit formula 2.5% @55 2.0% @60 2% @62
Benefit vesting schedule 5 years of service 5 years of service 5 years of service
Benefit payments monthly for life monthly for life monthly for life
Retirement age 50 - 55 50 - 63 52 - 67
Monthly benefits, as a % of

eligible compensation 2.0% to 2.5% 1.092% to 2.418% 1.0% to 2.5%
Required employee contribution

rates 10.47% 7.00% 8.50%
Required employer contribution

rates 7.29% 11.21% 11.21%

Contributions

Section 20814(c) of the California Public Employees’ Retirement Law requires that the employer
contribution rates for all public employers are determined on an annual basis by the actuary and
shall be effective on the July 1 following notice of a change in the rate. The total plan contributions
are determined through CalPERS’ annual actuarial valuation process. The actuarially determined
rate is the estimated amount necessary to finance the costs of benefits earned by employees
during the year, with an additional amount to finance any unfunded accrued liability. The
employer is required to contribute the difference between the actuarially determined rate and
the contribution rate of employees. Employer contribution rates may change if plan contracts are
amended. Payments made by the employer to satisfy contribution requirements that are
identified by the pension plan terms as plan member contributions requirements are classified as
plan member contributions. For the year ended June 30, 2024, the Authority’s total contributions
for the Miscellaneous Plan were $345,762.
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Defined Benefit Pension Plan (CalPERS) (Continued):

Actuarial Methods and Assumptions Used to Determine Total Pension Liability

The June 30, 2022 valuation was rolled forward to determine the June 30, 2023 total pension
liability, based on the following actuarial methods assumptions:

Measurement date June 30, 2023

Actuarial cost method Entry-Age Normal in accordance with the
requirements of GASB 68

Actuarial assumptions:

Discount rate 6.90%
Inflation 2.30%

Salary increases Varies by Entry Age and Service
Mortality Rate Table! Derived using CalPERS Membership Data
for all funds
Postretirement benefit The lessor of contract COLA or 2.30%

increase until Purchasing Power Protection

Allowance floor on purchasing power
applies, 2.30% thereafter

1 The mortality table used was developed based on CalPERS-specific data. The
probabilities of mortality are based on the 2021 CalPERS Experience Study and Review
of Actuarial Assumptions. Mortality rates incorporate full generational mortality
improvement using 80% of Scale MP-2020 published by the Society of Actuaries. For
more details on this table, please refer to the 2021 experience study report from
November 2021 that can be found on the CalPERS website.

Discount Rate

The discount rate used to measure the total pension liability was 6.90 percent. The projection
of cash flows used to determine the discount rate assumed that contributions from plan members
will be made at the current member contribution rates and that contributions from employers
will be made at the statutorily required rates, actuarially determined. Based on those
assumptions, the Plan’s fiduciary net position was projected to be available to make all projected
future benefit payments of current plan members. Therefore, the long term expected rate of
return on plan on investment was applied to all periods of projected benefit payments to
determine the total pension liability.

The long-term expected rate of return on pension plan investments was determined using a
building-block method in which expected future real rates of return (expected returns, net of
pension plan investment expense and inflation) are developed for each major asset class.

In determining the long-term expected rate of return, CalPERS took into account both short-
term and long-term market return expectations as well as the expected pension fund cash flows.
Using historical returns of all the funds’ asset classes, except compound (geometric) returns
were calculated over the short-term (first 10 years) and the long-term (114 years) using a
building-block approach. Using the expected nominal returns for both short-term and long-term,
the present value of benefits was calculated for each fund. The expected rate of return was set
by calculating the single equivalent expected return that arrived at the same present value of
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6. Defined Benefit Pension Plan (CalPERS) (Continued):

benefits for cash flows as the one calculated using both short-term and long-term returns. The
expected rate of return was then set equal to the single equivalent rate calculated above and
adjusted to account for assumed administrative expenses.

The expected real rate of return by asset class are as followed:

Assumed asset Real Return
Asset Class! allocation Years 1-10%2

Global Equity — Cap-weighted 30.00% 4.54%
Global Equity — Non-Cap-weighted 12.00 3.84
Private Equity 13.00 7.28
Treasury 5.00 0.27
Mortgage-backed Securities 5.00 0.50
Investment Grade Corporates 10.00 1.56
High Yield 5.00 2.27
Emerging Market Debt 5.00 2.48
Private Debt 5.00 3.57
Real Assets 15.00 3.21
Leverage (5.00) (0.59)

1 An expected inflation of 2.30% used for this period.
2 Figures are based on the 2021 Asset Liability Management study.

The following table shows the Authority’s proportionate share of the net pension liability over

the measurement period:

Increase (Decrease)

Total Pension

Plan Fiduciary Net Pension

Liability Net Position Liability
(a) (b) (c) = (a) - (b)
Balance at: 6/30/2022 (VD) $ 7,733,777 $ 5,147,217 $2,586,560
Balance at: 6/30/2023 (MD) 9,221,072 6,121,761 3,099,311
Net Changes during 2022-23 1,487,295 974,545 521,751

The Authority’s net pension liability for the plan is measured as the proportionate share of the
net pension liability. The net pension liability of the plan is measured as of June 30, 2023, and
the total pension liability for the plan used to calculate the net pension liability was determined
by an actuarial valuation of June 30, 2022 rolled forward to June 30, 2023 using standard update
procedures. The Authority’s proportion of the net pension liability was based on a projection of
the Authority’s long-term share of contributions to the pension plans relative to the projected
contributions of all participating employers, actuarially determined.
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Defined Benefit Pension Plan (CalPERS) (Continued):

The Authority’s proportionate share of the net pension liability for the plan as of June 30, 2022
and 2023 was as follows:

Miscellaneous Plan

Proportion - June 30, 2022 2.405%
Proportion - June 30, 2023 2.749%
Change - Increase (Decrease) 0.344%

Sensitivity of the Net Pension Liability to Changes in the Discount Rate

The following presents the net pension liability of the Plan as of the Measurement Date,
calculated using the discount rate of 6.90 percent, as well as what the net pension liability would
be if it were calculated using a discount rate that is 1 percentage-point lower (5.90 percent) or
1 percentage-point higher (7.90 percent) than the current rate:

Discount Current Discount
Rate - 1% Discount Rate Rate + 1%
(5.90%) (6.90%) (7.90%)
Authority’s proportionate share of the Net
Pension Liability $4,281,668 $3,099,311 $2,127,272

Amortization of Deferred Outflows and Deferred Inflows of Resources

Under GASB 68, actuarial gains and losses related to changes in total pension liability and
fiduciary net position are recognized in pension expense systematically over time. The first
amortized amounts are recognized in pension expense for the year the gain or loss occurs. The
remaining amounts are categorized as deferred inflows and deferred outflows to be recognized
in future pension expense. The amortization period differs depending on the source of the gain
or loss:

Net difference between projected and 5 year straight-line amortization
actual earnings on pension plan
investments

All other amounts Straight-line amortization over the expected average
remaining service lifetime (EARSL) of all members
that are provided with pensions (active, inactive, and
retired) as of the beginning of the measurement
period
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Defined Benefit Pension Plan (CalPERS) (Continued):

Pension Expense, and Deferred Outflows/Inflows of Resources Related to Pensions

For the fiscal year ended June 30, 2024, the Authority recognized pension expense of $472,011.
At June 30, 2024, the Authority reported deferred outflows of resources and deferred inflows of
resources related to the CalPERS pension as follows:

Deferred Outflows Deferred Inflows
of Resources of Resources
Pension contributions subsequent to the
measurement date $ 345,762 $ -
Differences between expected and actual
experience 89,651 (9,017)
Changes in assumptions 32,446 -
Net difference between projected and actual
earnings on pension plan investments 273,267 -
Totals $ 741,126 $ (9,017)

The Authority reported $345,762 as deferred outflows of resources related to contributions
subsequent to the measurement date that will be recognized as a reduction of the net pension
liability in the fiscal year ending June 30, 2025. Other amounts reported as deferred inflows or
outflows of resources related to pensions will be recognized as pension expense as follows:

Deferred
Fiscal Year Ended Outflows/(Inflows)
June 30: of Resources
2025 $ 134,327
2026 50,780
2027 194,080
2028 7,160

Other Post-Employment Benefits (OPEB):

Plan Description

The City administers a single-employer defined benefit plan, which provides medical insurance
benefits to eligible retirees and their spouses in accordance with various labor agreements.
The plan covers employees hired before January 1, 2004 who retire directly from the City with
10 or more years of City service. The City provides a contribution up to a percentage of the
lesser of $500 per month or the premium for the most popular medical plan elected by the
employees. The percentage varies by retirement date and years of City service. For employees
hired on or after January 1, 2004, the City will only pay for the PEMHCA subsidy once they meet
the definition of a retiree under CalPERS. The City provides retiree life insurance of $1,000 for
the retiree and $500 for the retiree’s spouse.
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Other Post-Employment Benefits (OPEB) (Continued):

Contributions

The contribution requirements of plan members and the Authority are established and may be
amended by the City Council. The required contribution is made on a pay-as-you-go basis (i.e.,
as medical insurance premiums become due). Neither the City nor the Authority has established
a trust for the purpose of holding assets accumulated for plan benefits.

Actuarial Methods and Assumptions Used to Determine Total OPEB Liability

The Authority’s total OPEB liability was measured as of June 30, 2023 by an actuarial valuation
based on the following actuarial methods and assumptions:

Discount Rate: 4.13% for accounting disclosure purposes. The rate is based on a yield for
20-year tax-exempt general obligation municipal bonds with an average rating of AA/Aa
or higher (or equivalent quality on another rating scale). For the current valuation, the
discount rate was selected from the range of indices as shown in the table below:

As of 06/30/23

Bond Buyer Go 20 - Municipal Bond Index 3.65%
S&P Municipal Bond 20-year High Grade 4.13%
Rate Index

Fidelity 20-year Go Municipal Bond Index 3.86%
Bond Index Range 3.65% - 4.13%
Actual Discount Rate Used 4.13%

Aggregate Payroll Increases: 2.80% per year. This assumption is used to amortize the
unfunded actuarial accrued liability and to determine the Entry Age Normal actuarial
liabilities.

Mortality Rate: Based on rates used in the most recent CalPERS pension valuation.
Turnover Rate: Assumption used to project terminations (voluntary and involuntary) prior
to meeting minimum retirement eligibility for retiree health coverage. The rates represent
the probability of termination in the next 12 months. The termination rates are based on
those used in the most recent CalPERS pension valuation.

Retirement Rate: Annual retirement rates are based on those used in the most recent
CalPERS pension valuation.
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Other Post-Employment Benefits (OPEB) (Continued):

The following table shows the Authority’s proportionate share of the total OPEB liability over the
measurement period ended June 30, 2023:

Increase (Decrease)

Total OPEB
Liability
Balance at: June 30, 2022 $ 583,371
Balance at: June 30, 2023 702,844
Net Changes during 2022-23 119,473

The Authority’s total OPEB liability for the plan is measured as the proportionate share of the
plan’s total OPEB liability. The total OPEB liability of the plan is measured as of June 30, 2023,
and the total OPEB liability for the plan used to calculate the net pension liability was determined
by an actuarial valuation of June 30, 2023. The Authority’s proportion of the total OPEB liability
was based on a projection of the Authority’s long-term share of contributions to the OPEB plan
relative to the projected contributions of all participating employers, actuarially determined. The
Authority’s proportionate share of the total OPEB liability for the plan as of June 30, 2023 and
2022 was as follows:

OPEB Plan
Proportion - June 30, 2022 1.114%
Proportion - June 30, 2023 1.546%
Change - Increase (Decrease) (0.433%)

Sensitivity of the Total OPEB Liability to Changes in the Discount Rate

The following presents the total OPEB liability of the Plan as of the Measurement Date, calculated
using the discount rate of 4.13 percent, as well as what the total OPEB liability would be if it
were calculated using a discount rate that is one percentage-point lower (3.13 percent) or one
percentage-point higher (5.13 percent) than the current rate:

Discount Current Discount
Rate - 1% Discount Rate Rate + 1%
(3.13%) (4.13%) (5.13%)
Authority’s proportionate share of the total
OPEB liability $787,965 $702,844 $632,264

The following presents the total OPEB liability, as well as what the total OPEB liability would be
if it were calculated using healthcare cost trend rates that are one percentage-point lower or
one percentage-point higher than the current healthcare cost trend rates:
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7. Other Post-Employment Benefits (OPEB) (Continued):
Current Healthcare
Cost
1% Decrease Trend Rates 1% Increase
(7.00% decreasing (8.00% decreasing (9.00% decreasing to
to 3.50%) to 4.50%) 5.50%)
Authority’s
proportionate share
of the total OPEB
liability $658,238 $702,844 $766,350

OPEB Expense and Deferred Outflows/Inflows of Resources Related to OPEB

For the year ended June 30, 2024, the Authority recognized OPEB income of $284,184. At June
30, 2024, the Authority reported deferred outflows of resources and deferred inflows of
resources related to the OPEB plan as follows:

Deferred Deferred
Outflows Inflows
of Resources of Resources

OPEB contributions subsequent to
the measurement date $ 29,214 $ -
Differences between expected and

. 9,198 (153,248)

actual differences
Changes in assumptions 106,793 (183,065)
Totals $ 145,205 $ (336,313)

The Authority reported $29,214 as deferred outflows of resources related to contributions
subsequent to the measurement date that will be recognized as a reduction of the total OPEB
liability in the fiscal year ending June 30, 2025.

Other amounts reported as deferred inflows or outflows of resources related to pensions will be
recoghized as pension expense as follows:

Deferred
Fiscal Year Ended Outflows/(Inflows)
June 30: of Resources

2025 $ (7,514)

2026 (7,514)

2027 (19,670)

2028 (19,670)

2029 (26,394)
Thereafter (139,560)
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Costa Mesa Housing Authority
Required Supplementary Information
Schedule of Proportionate Share of the Net Pension Liability and Related Ratios
CalPERS Miscellaneous Plan

Last Ten Fiscal Years

Measurement date June 30 2014 2015 2016 2017

Plan's proportion of the net pension liability 0.703% 0.703% 0.703% 1.095%
Plan's proportionate share of the net pension liability $ 536,746 $ 561,947 $ 632,922 $ 1,095,223
Plan's covered payroll $ 129,116 ¢$ 126,041 ¢$ 139,833 $ 213,885

Plan's proportionate share of the net pension liability
as a percentage of covered payroll 415.71% 445.84% 452.63% 512.06%

Plan's proportionate share of the fiduciary net position
as a percentage of the Plan's total pension liability 69.49% 68.26% 64.94% 64.17%

Plan's proportionate share of aggregate employer
contributions $ 36,704 ¢ 42,575 $ 45,855 $ 75,706

Notes to schedule:

Benefit changes:
The figures above generally include any liability impact that may have resulted from voluntary
benefit changes that occurred on or before the Measurement Date. However, offers of Two
Years Additional Service Credit (a.k.a. Golden Handshakes) that occurred after the Valuation
Date are not included in the figures above, unless the liability impact is deemed to be material
by the plan actuary.

In 2022, SB 1168 increased the standard retiree lump sum death benefit from $500 to $2,000
for any death occurring on or after July 1, 2023. The impact, if any, is included in the changes
of benefit terms.

Changes in assumptions:
There were no assumption changes in 2023. Effective with the June 30, 2021 valuation date (June 30, 2022
measurement date), the accounting discount rate was reduced from 7.15% to 6.90%. In determining the long-
term expected rate of return, CalPERS took into account long-term market return expectations as well as the
expected pension fund cash flows. In addition, demographic assumptions and the price inflation assumption
were changed in accordance with the 2021 CalPERS Experience Study and Review of Actuarial Assumptions.
The accounting discount rate was 7.15% for measurement dates June 30, 2017 through June 30, 2021,
7.65% for measurement dates June 30, 2015 through June 30, 2016, and 7.50% for measurement date June
30, 2014.
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2018 2019 2020 2021 2022 2023

0.831% 2.218% 2.608% 2.396% 2.405% 2.749%

$ 783,393 $ 2,221,033 ¢$ 2,699,607 $ 1,690,541 $ 2,586,560 $ 3,099,311

$ 166,758 $ 541,070 $ 626,246 $ 299,397 $ 634,611 $ 762,996

469.78% 410.49% 431.08% 564.65% 407.58% 406.20%

66.53% 65.86% 65.62% 77.06% 66.56% 66.39%

$ 76,921 $ 219,059 $ 267,302 $ 265,290 $ 287,431 $ 345,762
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Fiscal year ended June 30

Contractually required contribution

(actuarially determined)

Costa Mesa Housing Authority
Required Supplementary Information
Schedule of Pension Plan Contributions
CalPERS Miscellaneous Plan
Last Ten Fiscal Years

2015 2016 2017 2018

$ 36,704 $ 42,575 $ 45855 $ 75,706

Contributions in relation to the actuarially

determined contributions

Contribution deficiency (excess)

Covered payroll

(36,704) (42,575) (45,855) (75,706)

$ - $ - $ - $ -

$ 126,041 $ 139,833 ¢$ 213,885 $ 166,758

Contributions as a percentage of covered payroll 29.12% 30.45% 21.44% 45.40%

Notes to schedule:

Valuation date

6/30/2012 6/30/2013 6/30/2014  6/30/2015

Methods and assumptions used to determine contribution rates:

Single and agent employers

Amortization method/period
Asset valuation method

Inflation
Salary increases
Payroll growth

Investment rate of return

Other information:

Entry Age Actuarial Cost Method

Varies by date established and source. May be level dollar or level
percent of pay and may include direct rate smoothing.

Market value of assets.

2.30%

Varies by category, entry age, and duration of service.

2.80%

6.80%, net of pension plan investment and

administrative expense; including inflation.

For changes to previous year’s information, refer to past GASB 68 reports.
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2019 2020 2021 2022 2023 2024

$ 76,921 $ 219,059 $ 267,302 $ 265,290 $ 287,431 $ 345,762
(76,921)  (219,059)  (267,302)  (265,290)  (287,431) (345,762)

$ - $ - $ - $ - $ - $ -

$ 541,070 $ 626,246  $ 299,397 $ 634,611 $ 762,996 $ 932,086
14.22% 34.98% 89.28% 41.80% 37.67% 37.10%

6/30/2016  6/30/2017  6/30/2018  6/30/2019  6/30/2020 6/30/2021
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Costa Mesa Housing Authority
Required Supplementary Information
Schedule of Proportionate Share of OPEB Liability and Related Ratios
Last Ten Fiscal Years*

Measurement date June 30 2017 2018 2019 2020 2021 2022 2023
Plan's proportion of the total OPEB liability 0.391% 0.510% 1.065% 1.142% 1.042% 1.114% 1.546%
Plan's proportionate share of the total OPEB liability $ 208,922 ¢ 271,334 $ 627,570 $ 718,412 $ 690,181 $ 583,371 $ 702,844
Plan's covered payroll $ 160,415 ¢$ 221,304 $ 466,770 $ 521,271 $ 556,337 $ 654,345 ¢$ 1,072,214
Plan's proportionate share of the OPEB liability

as a percentage of covered employee payroll 130.24% 122.61% 134.45% 137.82% 124.06% 89.15% 65.55%
Plan's proportionate share of the fiduciary net position

as a percentage of the Plan's total OPEB liability 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

Notes to schedule:

Changes in assumptions. The discount rate as of the June 30, 2016 measurement date was 2.85%. The
discount rate as of the June 30, 2017 measurement date was 3.40%. The discount rate as of the
June 30, 2018 measurement date was 3.50%. The discount rate as of the June 30, 2019 measurement
date was 3.51%. The discount rate as of the June 30, 2020 measurement date was 2.66%. The discount
rate as of the June 30, 2021 measurement date was 2.19%. The discount rate as of the June 30, 2022
measurement date was 4.09%. The discount rate as of June 30, 2023 was 4.13%.

Historical information is required only for measurement periods for which GASB 75 is applicable.
Future years' information will be displayed up to 10 years as information becomes available.

* - Fiscal year 2018 was the first year of implementation, therefore only seven years are shown.
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REVENUES:

Schedule of Revenues, Expenditures, and Changes in Fund Balances - Budget and Actual
Year ended June 30, 2024
(With Comparative Data for Prior Year)

Rental income

Repayment of Successor
Agency advance

Intergovernmental

Investm

ent income (loss)

Miscellaneous

TOTAL REVENUES

EXPENDITU
Current:

RES:

Community programs

TOTAL EXPENDITURES

EXCESS (DEFICIENCY) OF

REVENUES OVER (UNDER)
EXPENDITURES

Other financing sources:
Transfers from the City
of Costa Mesa

N

FUND BALANCE - BEGINNING OF YEAR

FUND BALA

et change in fund balance

NCE - END OF YEAR

Housing Authority Fund

Costa Mesa Housing Authority
Required Supplementary Information

Variance with

Final Budget
Original Final Positive Prior Year
Budget Budget Actual (Negative) Actual
370,000 $ 370,000 $ 538,955 $ 168,955 ¢ 416,489
- - - - 342,011
1,821,579 2,146,579 1,320,654 (825,925) 2,686,381
21,550 21,550 231,987 210,437 9,416
6,000 6,000 117,032 111,032 221,113
2,219,129 2,544,129 2,208,628 (335,501) 3,675,410
4,017,325 10,212,005 6,118,708 4,093,297 4,286,833
4,017,325 10,212,005 6,118,708 4,093,297 4,286,833
(1,798,196) (7,667,876) (3,910,080) 3,757,796 (611,423)
3,927,637 3,927,637 3,927,637 - 5,288,708
2,129,441 (3,740,239) 17,557 3,757,796 4,677,285
8,300,545 8,300,545 8,300,545 - 3,623,260
10,429,986 $ 4,560,306 $ 8,318,102 $ 3,757,796 $ 8,300,545
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DavisFarr
18201 Von Karman Avenue | Suite 1100 | Irvine, CA 92612

CERTIFIED PUBLIC ACCOUNTANTS Main: 949.474.2020 | Fax: 949.263.5520

Report on Internal Control Over Financial Reporting and on Compliance and Other
Matters Based on an Audit of Financial Statements Performed in Accordance with
Government Auditing Standards

Board of Directors
Costa Mesa Housing Authority
Costa Mesa, California

We have audited, in accordance with the auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States, financial statements of the
governmental activities and the major fund of the Costa Mesa Housing Authority (Authority), as of
and for the year ended June 30, 2024, and the related notes to the basic financial statements,
which collectively comprise of the Authority’s basic financial statements, and have issued our report
thereon dated January 16, 2025.

Report on Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Authority’s
internal control over financial reporting (internal control) as a basis for designing audit procedures
that are appropriate in the circumstances for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of Authority’s
internal control. Accordingly, we do not express an opinion on the effectiveness of Authority’s
internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent,
or detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that
a material misstatement of the entity’s financial statements will not be prevented or detected and
corrected on a timely basis. A significant deficiency is a deficiency, or a combination of deficiencies,
in internal control that is less severe than a material weakness, yet important enough to merit
attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of
this section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or, significant deficiencies. Given these limitations, during our audit we did not
identify any deficiencies in internal control that we consider to be material weaknesses. However,
material weaknesses may exist that have not been identified.
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Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Authority’s financial statements are
free from material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct
and material effect on the financial statements. However, providing an opinion on compliance with
those provisions was not an objective of our audit, and accordingly, we do not express such an
opinion. The results of our tests disclosed no instances of noncompliance or other matters that are
required to be reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
Authority’s internal control or on compliance. This report is an integral part of an audit performed
in accordance with Government Auditing Standards in considering the Authority’s internal control
and compliance. Accordingly, this communication is not suitable for any other purpose.

Douic o 1L

Irvine, California
January 16, 2025
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Attachment 7

COSTA MESA HOUSING AUTHORITY ANNUAL REPORT
AS HOUSING AUTHORITY AND AS HOUSING SUCCESSOR
FOR FISCAL YEAR 2023-2024 UNDER CALIFORNIA
HEALTH & SAFETY CODE SECTIONS 34176.1 AND 34328

This annual report (Report) of the Costa Mesa Housing Authority (Housing Authority) is
prepared under the California Health and Safety Code (HSC), Division 24, Parts 1.8 and
1.85 (Dissolution Law), in particular Section 34176.1 as the housing successor, and
under the California Housing Authorities Law, HSC Section 34200, et seq. (HAL), in
particular Section 34328 as a housing authority. The Dissolution Law and HAL
respectively require preparation of an annual report on the housing successor and the
housing authority’s activities for the prior fiscal year. This Report details the Housing
Authority’s activities during Fiscal Year (FY) 2023-24 and is intended to satisfy the
requirements under both HSC Sections 34176.1 and 34328. More specifically, this
Report includes information required about the Low and Moderate Income Housing
Asset Fund (LMIHAF) and other information under Section 34176.1(f).

This Report is based on information prepared by City staff on behalf of the Housing
Authority and data contained within the independent financial audit of the LMIHAF (Audit),
which is prepared by Davis Farr LLP and accompanies this Report. The Audit is
incorporated in the City of Costa Mesa’s Annual Comprehensive Financial Report (ACFR)
for FY 2023-24. The City Council and the Housing Authority will review and file the Report
in an open meeting in February 2024; upon their review and approval, this Report will be
posted on the City’s website www.costamesaca.gov and thereafter appended to the City’s
annual update report prepared under Section 65400 of the Government Code.

This Report conforms with and is organized into sections | through XIV, inclusive, under
HSC Section 34176.1(f) of the Dissolution Law and Section 34328 of the HAL:

I.  Amounts Received and Deposited Under 34191.4(b)(3)(A). This section
provides the total amount of funds paid to the City and the amount deposited into
the LMIHAF representing 20% of repayments on the reinstated City/Agency loan
per Section 34191.4.

e All obligations have been paid off. The housing successor Agency was in
process to dissolve in FY 2023-24.

. Amount Deposited into LMIHAF. This section provides the total amount of
funds deposited into the LMIHAF in FY 2023-24 and itemized by amounts listed
on Recognized Obligation Payment Schedule (ROPS), amounts representing
Section 34191.4 deposits, and other amounts deposited into the LMIHAF.

e In August 23,2024, Department of Finance approved Costa Mesa
Successor Agency (Agency) the dissolution of the Agency.

e $0 was held for items listed on the ROPS; and

e other deposits into the LMIHAF in FY 2023-24 were: (1) $540,268 rental
income, (2) $115,500 loan repayments, and (3) $230,673 investment gain.

The cumulative total of all deposits into the LMIHAF was $886,441 during FY
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V.

2023-24.

Ending Balance of LMIHAF. This section provides a statement of the balance in
the LMIHAF as of the close of FY 2023-24. Any amounts deposited for items
listed on the ROPS and amounts representing Section 34191.4 deposits, must be
distinguished from the other amounts deposited.

At the close of FY 2023-24 on June 30, 2024, the ending balance in the LMIHAF
was $4,635,482, of which $0 was held for items listed on the ROPS.

Description of Expenditures from LMIHAF. This section provides a description
of expenditures made from the LMIHAF during FY 2023-24. The expenditures
are to be categorized among (A) administration for monitoring, preserving
covenanted housing units; (B) homeless prevention and rapid rehousing services;
and (C) development of housing.

The table below lists and describes FY 2023-24 LMIHAF expenditures by
category:

Monitoring Costs for monitoring, enforcement, and preserving | $133,408
and long-term affordable housing covenants imposed by
Administration | the former Costa Mesa Redevelopment Agency
Expenditures | (Former Agency) or the Housing Authority, as
housing successor.

The maximum expenditure for this category in FY
2023-24 is the greater of (a) 5% of the statutory
value of (i) real property owned by the housing
successor and (ii) loans and grants receivable, or
(b) $200,000 (plus allowed CPI adjustments).

Based on the valuation listed in Section V,
[lines 6+7 in that table=$5,336,555 for FY 2023-24,
the Housing Authority as housing successor was
authorized to spend up to $266,828 (i.e., 5% of
$4,702,199), but only expended $133,408.

Homeless Costs for homeless prevention and rapid rehousing -
Prevention supportive services for individuals and families who

and Rapid are homeless or would be homeless without this
Rehousing assistance.

Services

Expenditures | The housing successor Agency was in process to
dissolve in FY 2023-24.

Costa Mesa Housing Authority
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Housing Costs for housing “development”, which term is | 302,229
Development | defined to include: (a) new construction, (b)
Expenditures | acquisition and rehabilitation, (c) substantial
rehabilitation, (d) long-term affordability covenants
on multifamily units, and (e) preservation of
assisted affordable housing that is eligible for (i)
prepayment, (ii) termination, or (iii) for which the
expiration of rental restrictions is scheduled to
occur within five years.

The costs in this category represent the operating
costs for a 30-apartment low and very low income
housing property, which the housing successor
intends to solicit proposals from housing providers
to purchase and extend affordability.

The 30 apartments within eight properties
commonly referred to as James/W. 18" Properties,
were acquired by the City and Housing Authority
through non-judicial foreclosure proceedings in
FY 2015-2016. This acquisition was made in order
to preserve the long-term affordable housing
covenants which were at risk of termination and
potential conversion to market housing.

The eight properties are owned by the Housing
Authority and continue to be operated as affordable
housing units for low and very low income
households/tenants by a professional property
management company. The operating costs for the
property include staff salaries and benefits, utilities,
supplies, repairs and maintenance, taxes, property
management fees, legal, and consulting costs. The
total amount spent in FY 2023-24 was $302,229.

Total FY 2022-23 LMIHAF Expenditures $435,637

Statutory Value of Assets Owned by Housing Successor. This section
provides the statutory value of real property owned by the Housing Authority, as
housing successor, the value of loans and grants receivables, and the sum of
these two amounts.

Under Dissolution Law and for purposes of this Report, the “statutory value of real
property” means the value of properties formerly held by the Former Agency as
listed on the housing asset transfer schedule approved by the DOF under Section
34176(a)(2), the value of the properties transferred to the housing successor
under Section 34181(f), and the purchase price of properties purchased by the
Housing Authority. Further, the value of loans and grants receivable is included in
these reported assets held in the LMIHAF.

The following table provides the statutory value of assets owned by the Housing
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VL.

VII.

VIIL.

Authority as of the end of FY 2023-24:

As of June 30, 2024
End of FY 2023/24

1. Cash and Investments $7,725,840
2. Cash and Investments with Fiscal Agent 25,487
3. Interest Receivable 6,966
4. Rent Receivable 16,448
5. Accounts Receivable 363,331
B. Statutory.VaIue of Real Property Owned by 4041345
the Housing Authority

7. Value of Loans and Grants Receivable 1,295,210

Total Statutory Asset Value $13,474,627

Description of Transfers. This section describes transfers, if any, to another
housing successor made in previous fiscal year(s), including whether the funds
are unencumbered and the status of projects, if any, for which the transferred
LMIHAF will be used. The sole purpose of the transfers must be for development
of transit priority projects, permanent supportive housing, regional homeless
shelters, housing for agricultural employees, or special needs housing.

The Housing Authority, as housing successor, did not make any LMIHAF
transfers to other housing successor(s) under Section 34176.1(c)(2) during FY
2023-24.

Project Descriptions. This section describes any project for which the Housing
Authority, as housing successor, receives or holds property tax revenue under the
ROPS and the status of that project.

The Housing Authority, as housing successor, does not receive or hold property
tax revenue under a ROPS.

Status of Compliance with Section 33334.16. As and if applicable, this section
provides a status update on compliance with Section 33334.16 for interests in
real property acquired by the former redevelopment agency prior to February 1,
2012. For interests in real property, if any, acquired on or after February 1, 2012,
provide a status update on the project.

Section 34176.1 provides that Section 33334.16 does not apply to interests in real
property acquired by the Housing Authority, as housing successor, on or after
February 1, 2012.

With respect to interests in real property acquired by the Former Agency prior to
February 1, 2012, the time periods described in Section 33334.16 shall be
deemed to have commenced on the date that the DOF approved the property as
a housing asset in the LMIHAF; thus, as to real property acquired by the Former
Agency, now held by the Housing Authority as housing successor, in the
LMIHAF, the Housing Authority as housing successor, must initiate activities
consistent with development (as the term is explained in Section IV and Section
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34176.1(a)(3)(D)) of the real property for the purpose for which it was acquired
within five years of the date the DOF approved such property as a housing asset.

In this regard, the Housing Authority as housing successor, did not own any real
property acquired for development (to be developed) as of dissolution on
February 1, 2012 subject to this limitation so the five-year limitation of Section
33334.16 does not apply.

It is noted that the Former Agency held at dissolution, now the Housing Authority
holds as landlord/ground lessor, the underlying fee interests in three Ground
Leases with Costa Mesa Family Village, a California limited partnership, as
tenant/ground lessee (affiliate of Shapell Properties) relating to the existing 72-unit
multifamily affordable housing apartment development called Costa Mesa Family
Village, located at 1924 and 1981 Wallace Avenue and 2015 Pomona Avenue.
The three ground leases end/expire in 2039. Section 33334.16 does not apply to
such ground leases and this existing affordable housing development as the
subject property was not held for development; it is developed property.

IX. Description of Outstanding Obligations under Section 33413. This section
describes outstanding inclusionary and replacement housing obligations, if any,
under Section 33413 that remained outstanding prior to dissolution of the former
redevelopment agency as of February 1, 2012, along with the Housing Authority’s
progress, as housing successor, in meeting those prior obligations, if any, of the
former redevelopment agency and how the Housing Authority, as housing
successor, plans to meet unmet obligations, if any.

Replacement Housing. Under the Former Agency’s last Implementation Plan in
effect prior to dissolution (the 2010-2014 plan), the Former Agency’s replacement
housing obligations, if any, under Section 33413(a) were transferred to the
Housing Authority as housing successor; however, the Former Agency had no
outstanding replacement housing obligations as of dissolution on February 1,
2012.

Inclusionary/Production Housing. Under the Former Agency’s last
Implementation Plan in effect prior to dissolution (the 2010-2014 plan), its
inclusionary/production housing obligations, if any, under Section 33413(b) were
transferred to the Housing Authority as housing successor; however, the Former
Agency had no outstanding inclusionary/production housing obligations as of
dissolution on February 1, 2012.

Therefore, the Housing Authority, as housing successor, has no outstanding
replacement or inclusionary/production housing obligations and thus no
implementation obligation under Section 33413.

For information, the Former Agency’s Implementation Plan is posted on the City’s
website at www.costamesaca.gov.

X. Income Test. This section provides information required by Section
34176.1(a)(3)(B), or a description of expenditures by income category and
restriction for the applicable five-year period, with the time period beginning
January 1, 2014 and whether the statutory thresholds have been met. However,
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XI.

XIl.

the income test is not required until year 2019.

The applicable provisions of Sections 34176.1(a)(3)(A)(B)(C) require that the
Housing Authority, as housing successor, must require at least 30% of the
LMIHAF to be expended for development of rental housing affordable to and
occupied by households earning 30% or less of the Area Median Income (AMI). If
the Housing Authority as housing successor, fails to comply with the extremely-
low income requirement in a five-year reporting period, then the provisions of
Section 34176.1(B) will apply in each fiscal year following the latest fiscal year
following the Report are expended for the development of housing occupied by
extremely low income households until the housing successor demonstrates
compliance with such requirement in a subsequent annual report.

FY 2018-19 was the end of the initial five-year period under Section
34176.1(a)(3)(B). The Housing Authority’s next five-year report on compliance
with Section 34176.1(a)(3)(A) is due in FY 2023-24.

Senior Housing Test. This section provides the percentage of deed-restricted
rental housing units restricted to seniors and assisted individually or jointly by the
housing successor, its former redevelopment agency, and its host jurisdiction
within the previous 10 years in relation to the aggregate number of units of deed-
restricted rental housing assisted individually or jointly by the housing successor,
its former redevelopment agency and its host jurisdiction within the same 10-year
time period.

The housing successor is to calculate the percentage of units of deed-restricted
rental housing restricted to seniors and assisted by the housing successor, the
Former Agency and/or the City within the previous 10 years in relation to the
aggregate number of units of deed-restricted rental housing assisted by the
housing successor, the Former Agency, and/or City within the same time period.
If this percentage exceeds 50%, then the housing successor cannot expend
future LMIHAF funds to assist additional senior housing units until the Housing
Authority as housing successor, or City assists and construction has commenced
on a number of restricted rental units that is equal to 50% of the total amount of
deed-restricted rental units.

As reported in the prior FY 2018-19 annual report, for the 10-year period of
January 1, 2004 to January 1, 2014, 9.8% of the funds were expended on
assistance to provide senior affordable housing units and 90.2% of the funds were
expended on assistance to provide non-senior/family affordable housing units. In
particular, 36 senior units with long-term 55-year affordability covenants were
established during the previous 10-year period (specifically, the St. John’s Manor
Project in 2006).

For the current 10-year period of January 1, 2014 to January 1, 2024 that includes
the subject FY 2023-24, the Housing Authority expended no funds ($0) for senior
housing thus far; therefore 0% of funds were expended on development or
assistance to develop senior housing units.

Excess Surplus Test. This section provides the amount of excess surplus in the
LMIHAF, if any, and the length of time that the housing successor has had excess
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XIIL.

surplus, and the housing successor’s plan for eliminating the excess surplus.

The term excess surplus is defined in Section 34176.1(d) as: “an unencumbered
amount in the LMIHAF account that exceeds the greater of one million dollars
($1,000,000) or the aggregate amount deposited into the account during the
housing successor’s preceding four fiscal years, whichever is greater.” The table
below provides the Excess Surplus test for the preceding four years. The LMIHAF
does not have an excess surplus.

LMIHAF LMIHAF
July 1, 2023 July 1, 2024

Opening Fund Balance $ 4184679 $ 4635482
Less Unavailable Amounts:
Loans Receivable Net (496,064) (1,295,210}
Accounts Receivable (288,549) (363,331)
Encumbrances - -

Available Housing

Successor Funds (A) 3,400,065 2,976,942

Inventory of Homeownership Units. This section provides a summary of
covenanted homeownership units assisted by the former redevelopment agency
or the housing successor that include equity sharing and repayment provisions,
including: (A) number of units; (B) number of units lost to the portfolio in the last
fiscal year and the reason for those losses; and (C) any funds returned to the
housing successor due to losses or repayments.

This section provides an inventory of homeownership units assisted by the
Former Agency and assumed by the Housing Authority as housing successor,
that are subject to covenants or restrictions or to an adopted program that
protects the Former Agency’s investment of moneys from the Low and Moderate
Income Housing Fund per Section 33334.3(f).

Total homeownership inventory as of dissolution on February 1, 2012
(subparagraph (A) below) and inventory, losses, and repayments for the period
from February 1, 2012 through June 30, 2024 (subparagraph (B) below) include:

(A)As of dissolution on February 1, 2012, the total number of homeownership
units assisted by the Former Agency and had covenants and restrictions of
record was 41 units, which included loans and restricted single-family homes
assisted by the Former Agency through its (1) First Time Homebuyer (FTHB)
Program, (2) Single-Family Rehabilitation (SF Rehab) Program, (3) affordable
housing projects with Habitat for Humanity of Orange County, and (4)
Neighborhood Stabilization Program.

(B) The total number of homeownership units lost to the Housing Authority’s
portfolio as housing successor between February 1, 2012, through June 30,
2024, along with the reasons for those losses.

Total losses between February 1, 2012, and June 30, 2024: 31 units
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Reasons for the units’ losses from the homeownership portfolio:

Principal Repayments: $1,069,392
Loan Impairment: $1,095,000
Foreclosure: $ 436,000

Funds returned to the Housing Authority as housing successor, as part of an
adopted program that protects the Former Agency’s investment of moneys
from the Low and Moderate Income Housing Fund, including loan principal,
interest, and equity sharing payments between February 1, 2012 and June
30, 2024: $1,515,998.

(C)The number of homeownership units lost to the Housing Authority’s portfolio
as housing successor in FY 2023-24 and the reason for those losses.

There were no homeownership units lost to the Housing Authority’s portfolio
as housing successor in FY 2023-24. One owner made partial payments on
homeownership loans. Principal and interest payments received totaled
$115,500 and were deposited into the LMIHAF.

The funds returned to the Housing Authority as housing successor, as part of
an adopted program that protects the Former Agency’s investment of moneys
from Low and Moderate Income Housing Fund, included repayments of FTHB
program loans. Total principal, interest, and equity sharing payments during
FY 2023-24 was $117,500.

(D)The Housing Authority as housing successor, has existing consulting
agreements with: AmeriNational Community Services, Inc., a Minnesota
Corporation (dba AmeriNat) and Farmers State Bank of Hartland,
a Minnesota corporation. The agreements are related to certain, but not all,
aspects of administration of the Former Agency’s SF Rehab and FTHB
programs that provided second lien mortgages for homeownership units. The
consulting services include assistance with oversight and administration of
amortized loan payments, if any, due; with tracking and calculation of loan
balances in the event of payoff; and, other administrative activities for these
outstanding SF Rehab and FTHB loans.

In addition, the Housing Authority retains the services of Keyser Marston
Associates, a professional housing economic consultant, and the Housing
Authority legal counsels, City Attorney and Authority General Counsel
Kimberly Hall Barlow of Jones & Mayer, and Celeste Brady of Stradling Yocca
Carlson & Rauth (SYCR). Counsels assist staff in reviewing legal issues
related to outstanding SF Rehab and FTHB program loans, such as the
refinancing of first lien mortgages consistent with SF Rehab and FTHB
program refinancing criteria, repayments, impairment analyses, defaults,
foreclosures, bankruptcies, renting out part of the home, short sale requests,
and other issues that arise in the administration of the former Agency’s loan
programs for ownership housing.
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XIv.

Additional Information: Housing Authority’s Activities for the preceding year
(FY 2022-23) under HSC Section 34328.

Without repeating the information presented above in this Report, the Housing
Authority:

(A) continued to monitor and enforce housing assets transferred from the Former
Agency to the Housing Authority as housing successor, as well as other
Housing Authority (non-housing successor) assets;

(B)continued property management and operation of the James/W.18%
Properties. See Sections IV. And X. above for more detailed discussion about
these properties.

(C)As housing successor under Section 34176.1(a)(2), the Housing Authority
may expend up to $250,000 per fiscal year “for homeless prevention and
rapid rehousing services for individuals and families who are homeless or
would be homeless but for this assistance, including the provision of short-
term or medium-term rental assistance, housing relocation, and stabilization
services including housing search, mediation, or outreach to property owners,
credit repair, security or utility deposits, utility payments, rental assistance for
a final month at a location, moving cost assistance, and case management, or
other appropriate activities for homelessness prevention and rapid rehousing
of persons who have become homeless.” In this regard in FY 2023-24 and as
detailed in this Report, the Housing Authority’s LMIHAF provided partial
funding for Community Outreach Workers who assertively work toward
placing homeless individuals and families into temporary or permanent
housing as it becomes available. Staff addresses the various needs
represented by the local homeless population on a daily basis. Further, a
part-time Management Analyst maintains the database that Community
Outreach Workers and volunteers from varied community groups utilize to
streamline their reporting and recordkeeping processes relative to placement
of homeless individuals and families into housing.
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