












































































































































Notes to Financial Statements

CITY OF WEST HOLLYWOOD
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 1999

I. SIGNIFICANT ACCOUNTING POLICIES

NOTE 1: ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

a.

Description of the Reporting Entity

The City of West Hollywood was incorporated on November 29, 1984, under the laws of
the State of California and enjoys all the rights and privileges applicable to a general law
city. It is governed by an elected five-member board. As required by generally accepted
accounting principles, these financial statements present the City of West Hollywood (the
primary government) and its component units. The component unit discussed below is
included in the reporting entity because of their operational or financial relationships with
the City of West Hollywood.

Blended component units:

The West Hollywood Redevelopment Agency was formed April 1, 1996 pursuant to Section
33000 of the California Health and Safety Code for the purpose of preparing and carrying
out plans for the improvement, rehabilitation and development of blighted areas within the
territorial limits of the City of West Hollywood. The Agency is governed by a five member
board that is the City Council of the City of West Hollywood. As of June 30, 1999, one
project area, the East Side Redevelopment Project Area, has been formed.

The West Hollywood Public Facilities Corporation was formed November 20, 1995
pursuant to the Non-Profit Pubic Benefit Corporation Law of the State of California for the
purpose of assisting the City in financing the acquisition, construction and improvement of
public improvements within the City limits. The Corporation is governed by a five member
board that is the City Council of the City of West Hollywood.

The West Hollywood Housing Authority was established on December 17, 1990, pursuant
to Section 34240 of the California Health and Safety Code. The Authority is governed by a
five-member board that is the City Council of the City of West Hollywood. Although it is
legally separate from the City of West Hollywood, the West Hollywood Housing Authority
is reported as if it were part of the primary government because the Authority's governing
body is the same as the governing body of the primary government, and the Authority's sole
purpose is to increase low and moderate housing with the City of West Hollywood.
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Discretely Presented Component Unit:

The West Hollywood Marketing Corporation was formed in October 1986 as a nonprofit
public benefit corporation. It was created in order to promote and market the City of West
Hollywood and its major industries and to advise the City Council, Commissions and staff
in order to enhance their understanding of business dynamics so that they can affect policy
that creates a business friendly climate in the City.

The Corporation has a separate governing board. It is included as a discretely presented
component unit because the City Council of West Hollywood determines the hotel
assessment rates which are the corporation's major source of revenue.

As of June 30, 1999, only the Redevelopment Agency and the Marketing Corporation have
separately issued financial statements. The Agency's statements may be obtained at City
Hall. The Marketing Corporation's statements may be obtained at their offices.

b.  Description of Funds

Fund Accounting Systems

Governmental accounting systems are organized and operated on a fund basis. A fund is
defined as an independent fiscal and accounting entity with a self-balancing set of accounts
recording cash and other financial resources, together with all related liabilities and residual
equities or balances, and changes therein, which are segregated for the purpose of carrying
on specific activities or attaining certain objectives in accordance with special regulations,
restrictions, or limitations.

Types of Funds

Governmental Fund Types

General Fund - to account for all unrestricted resources except those required to be
accounted for in another fund.

Special Revenue Funds - to account for the proceeds of specific revenue sources (other
than for major capital projects) that are restricted by law or administrative action to
expenditures for specified purposes.

Debt Service Funds - to account for the accumulation of resources for, and the
payment of interest and principal on general long-term debt.

Capital Projects Funds - to account for financial resources segregated for the
acquisition of major capital facilities.
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Proprietary Fund Types
Enterprise Funds - to account for operations where it is the stated intent that costs of
providing services to the general public on a continuing basis be financed or recovered
primarily through user charges.

Internal Service Fund - to account for the financing of goods or services provided by
one department or agency to other departments or agencies of the City or to other
governmental units, on a cost-reimbursement basis.

Fiduciary Fund Types

Agency Funds - to account for assets held by the City as agent for individuals, private
organizations, or other governmental units, and/or other funds.

Non-Expendable Trust Funds - to account for such endowments-like trust
arrangements and functions much like a proprietary fund.

Account Groups

Fixed Assets and Long-Term Liabilities - The accounting and reporting treatment
applied to the fixed assets and long-term liabilities associated with a fund are
determined by its measurement focus. All governmental funds are accounted for on a
spending or "financial flow" measurement focus. This means that only current assets
and current liabilities are generally included in their balance sheets.

Their reported fund balance (net current assets) is considered 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 net current assets. Accordingly, they are said to present a summary
of sources and uses of "available spendable resources" during a period.

Fixed assets used in governmental fund type operations (general fixed assets) are
accounted for in the General Fixed Assets Account Group, rather than in governmental
funds. Public domain (infrastructure) general fixed assets consisting of roads, bridges,
curbs and gutters, streets and sidewalks, drainage systems, and lighting systems, are
not capitalized. No depreciation has been provided on general fixed assets.

All fixed assets are valued at historical cost or estimated historical cost if actual
historical cost is not available. Donated fixed assets are valued at their estimated fair
value on the date donated. Interest accrued during construction, if any, of fixed assets
is capitalized as a part of the asset cost.

All proprietary funds are accounted for on a cost of services or "capital maintenance"
measurement focus. This means that all assets and all liabilities (whether current or
noncurrent) associated with their activity are included on their balance sheets. Their
reported fund equity (net total assets) is segregated into contributed capital and
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retained earnings components. Proprietary fund type operating statements present
increases (revenues) and decreases (expenses) in net total assets.

Depreciation of all exhaustible fixed assets used by proprietary funds is charged as an
expense against their operations. Proprietary fund fixed assets are reported net of
accumulated depreciation on their balance sheets. Depreciation has been provided
over the estimated useful lives using the straight line method for all classes of fixed
assets. The estimated useful lives are as follows:

Equipment 3-5 years

Long-term liabilities expected to be financed from governmental funds are accounted
for in the General Long-Term Debt Account Group, not in the governmental funds.
Noncurrent portions of long-term receivables due to governmental funds are reported
on their 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 net current assets.
Recognition of governmental fund type revenues represented by noncurrent
receivables is deferred until they become current receivables. Noncurrent portions of
long-term loans receivable are offset by fund balance reserve accounts.

Special reporting treatments are also applied to governmental fund inventories to
indicate that they do not represent "available spendable resources", even though they
are a component of net current assets. Such amounts are generally offset by fund
balance reserve accounts.

Because of their spending measurement focus, expenditure recognition for
governmental fund types does not include 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. They are
instead reported as liabilities in the General Long-Term Debt Account Group.

c.  Basis of Accounting

Basis of accounting refers to when revenues and expenditures or expenses are recognized in
the accounts and reported in the financial statements. Specifically, it relates to the timing of
the measurements made regardless of the nature of the measurement.

All governmental funds and Agency funds are accounted for using the modified accrual
basis of accounting. Their revenues are recognized when they become measurable and
available as net current assets. Revenues considered susceptible to accrual in those funds
wherein revenue is recognized on a modified accrual basis is as follows: property and sales
taxes, revenue from the use of money and property, interfund transfers, unbilled service
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receivables and intergovernmental revenue are all considered measurable and are recognized
as revenue on a modified accrual basis; licenses, permits, fines and forfeitures and similar
items are, for the most part, not susceptible to accrual and consequently are not recorded
until received. Agency funds are purely custodial (assets equal liabilities) and thus do not
involve measurement of results of operations. The assets and liabilities are accounted for on
a modified accrual basis.

Property tax revenue is recognized on the modified accrual basis; that is, in the fiscal year
for which the taxes have been levied providing they become available. Available means
then due, or past due and receivable within the current period and collected within the
current period or expected to be collected soon enough thereafter (not to exceed 60 days) to
be used to pay liabilities of the current period. The County of Los Angeles collects property
taxes for the City. Tax liens attach annually as of 12:01 A.M. on the first day in March
preceding the fiscal year for which the taxes are levied. Taxes are levied on both real and
personal property as it exists on that date. The tax levy covers the fiscal period July 1st to
June 30th. All secured personal property taxes and one-half of the taxes on real property are
due November 1st; the second installment is due February 1st. All taxes are delinquent, if
unpaid, on December 10th and April 10th respectively. Unsecured personal property taxes
become due on the first of March each year and are delinquent, if unpaid, on August 31st.

Grants, entitlements, or shared revenues recorded in governmental funds are recognized as
revenue in the accounting period when they become susceptible to accrual, i.e., both
measurable and available (modified accrual basis). Grants received before the revenue
recognition criteria has been met are reported as deferred revenue, a liability account. Such
resources not received are reported as a receivable if the revenue recognition criteria have
been met.

Expenditures are generally recognized under the modified accrual basis of accounting when
the related fund liability is incurred; principal and interest on general long-term debt is
recognized when due.

All proprietary and non-expendable trust funds are accounted for using the accrual basis of
accounting. Their revenues are recognized when they are earned and become measurable,
expenses are recognized when they are incurred. Unbilled service receivables are recorded
as accounts receivable and as revenue when earned.

For its Enterprise Funds, the City follows all FASB Statements and Interpretations issued on
or before November 30, 1989 which do not conflict with GASB pronouncements. The City
applies all GASB pronouncements issued after November 30, 1989.
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Budgetary Data

General Budget Policies

The City Council approves each year's budget submitted by the City Manager prior to the
beginning of the new fiscal year. Public hearings are conducted prior to its adoption by the
Council. Supplemental appropriations, where required during the period, are also approved
by the Council. The City Manager may make transfers of appropriations within a
department. Transfers of appropriations between departments require the approval of the
City Council. The legal level of budgetary control is the department level. During the year,
several supplementary appropriations were necessary. The original budgeted appropriations
were $43,573,354. Additional appropriations of $11,325,708 were made for a total of
$54,899,062. At fiscal year-end all operating budget appropriations lapse.

Encumbrances

Encumbrances are estimations of costs related to unperformed contracts for goods and
services. These commitments are recorded for budgetary control purposes in the General,
Special Revenue, and similar governmental funds. Encumbrances outstanding at year-end
are reported as a reservation of fund balance. They represent the estimated amount of the
expenditure ultimately to result if unperformed contracts in-process at year-end are
completed. They do not constitute expenditures or estimated liabilities.

Budget Basis of Accounting

Budgets for governmental funds are adopted on a basis consistent with generally accepted
accounting principles (GAAP) with the exception of encumbrances, which are adopted as
part of the appropriation budget. The actual data in the combined comparative budgetary
statements are presented on this budgetary basis, which includes encumbrances;
reconciliation to the actual data on a GAAP basis has been provided on the face of the
financial statements. The following fund was not included in the combined comparative
budgetary statement because an annual budget was not legally adopted.

Excess of Revenues and
Fund Other Sources over (under)

Expenditures and Other Uses

Debt Service Funds:
Redevelopment Agency $87,776

44



Notes to Financial Statements

Other Accounting Policies

Total Columns on Combined Statements

"Memorandum Only" captions on combined statements - total columns mean that totals are
presented for overview informational purposes only and that they do not fairly present
financial position or results of operations for the governmental unit as a whole in conformity
with generally accepted accounting principles. Interfund eliminations have not been made
in the aggregation of these totals.

Cash and Cash Equivalents

For purpose of the statement of cash flows, the City considered cash and cash equivalents as
short term, highly liquid investments that are both readily convertible to known amounts of
cash and so near their maturity that they present insignificant risk of changes in value
because of changes in interest rates. The City follows the practice of pooling cash and
investments of all funds. Since cash and investments are pooled the City utilizes the
assumption that cash and investments in the Enterprise, Internal Service and Non-
Expandable Trust Funds are cash and cash equivalents.

Investments

The City adopted GASB Statement No. 31, Accounting and Financial Reporting for Certain
Investments and for External Investment Pools, as of July 1, 1997. GASB Statement No. 31
establishes fair value standards for investments in participating interest earning investment
contracts, external investment pools, equity securities, option contracts, stock warrants and
stock rights that have readily determinable fair values. In addition, in accordance with the
provision of a "2a-7 like" pool as defined by GASB Statement No. 31, all government
external investment pools which operate as a "2a-7 like" pool, value their securities at
amortized cost, which approximates fair value with any short fall being covered up to
amounts recoverable under a letter of credit arrangement. Accordingly, the City reports its
State and County investment pools at fair value. With regard to its MBIA investment pool,
the City reports the investment at amortized cost as it is a “2a-7 like” pool.

Claims and Judgments and Compensated Absences
Judgments and Claims

Only the short-term liability (if any) is reflected as a current liability in all applicable
governmental fund types, the remainder of the liability is reported in the General Long-Term
Debt Account Group. The short-term liability which will be liquidated with expendable
available financial resources is the amount of settlement reached, but unpaid, related to
claims and judgments entered. The City funds all general liability claims through its annual
deposit paid to California Joint Powers Insurance Authority. Therefore, those claims are not
presented in a tabular format as the liability is not recorded in the City's financial statements.
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The amount recorded as claims and judgments payable relates to specific items not covered
by the City's membership in CJPIA. At June 30, $437,000 is accrued in the General Fund.
In addition, the City has determined that there are no material incurred but unreported
claims at fiscal year end.

Compensated Absences

Only the short-term liability is reflected as a current liability in all applicable governmental
fund types; the remainder of the liability is reported in the General Long-Term Debt
Account Group. The short-term liability which will be liquidated with expendable available
financial resources, is the amount due to employees for future absences which is attributable
to services already rendered and which is expected to be paid during the next fiscal year.

Vacation time accrued is transferable from one year to the next with the exception that no
more than 320 hours of vacation time may be carried over to the next year. Employees may
exchange unused vacation time for monetary compensation provided that they have taken at
least two weeks of earned vacation in the prior year.

Employees are entitled to unlimited accumulation of sick leave. Employees may elect to
receive compensation at 50% of their regular hourly rate of pay for each hour of sick leave
accumulated in excess of 96 hours up to 200 hours. Employees may elect to receive full
compensation at their regular hourly rate of pay for each hour of sick leave accumulated
over 200 hours.

The City of West Hollywood does not provide any post-employment benefits to retired
employees.

II. STEWARDSHIP

NOTE 2: STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

a. The following funds contained deficit fund balances or retained earnings:

Fund Amount

Enterprise:
Solid Waste $ (1,446,649)
Landscape and Lighting District (594,393)
Sewer Construction (579,483)

b. Excesses of expenditures over appropriations by department in individual funds are as
follows:
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Fund Expenditures Appropriations

General Fund:
General Government:

City Manager $ 415,835 $ 415354 $- 481
Public Information & CATV 859,124 857,432 1,692
Public Safety Division 455,694 451,300 4,394
City Attorney 516,022 475,000 41,022
Public Services:
Recreation Services 1,454,376 1,430,258 24,118
Planning and Transit 2,179,717 2,080,711 99,006
Police Services 9,257,075 9,177,232 79,843
Special Revenue Funds:
Gas Tax:
Capital Outlay 255,915 255,890 25
Permit Parking:
Capital Outlay 30,169 30,147 22
Public Access
Public Services 79,070 47,317 31,753

Debt Service Funds:
Capital Projects Debt Service:
Debt Service - Interest
& fiscal charges 1,344,990 1,320,145 24,845

Capital Projects Funds
Debt Funded Capital Project:

Debt Service - Interest 16,000 - 16,000
Santa Monica Blvd:

General Government 249,055 248,750 305
Redevelopment Agency:

Debt Service - Interest 79,596 - 79,596
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III. DETAIL NOTES ON FUNDS AND ACCOUNT GROUPS

NOTE 3: CASH AND INVESTMENTS

Cash and Investments at June 30, consisted of the following:

Type Amount

Pooled Cash And Deposits - Primary Government $ 1,537,717
Unclassified Investments 49,786,863
Total Cash And Investments - Primary Government $ 51,324,580
Component Unit - Cash and Deposits 53,802
Total Cash And Investments - Reporting Entity $ 51,378,382

The City follows the practice of pooling cash and investments of all funds.

Interest income eamed on pooled cash and investments is allocated to the various funds
based on the cash balances. Interest income in the deferred compensation plan is credited
directly to the related fund.

Pooled Cash and Non-Negotiable Certificates of Deposit

All pooled cash and non-negotiable certificates of deposit are entirely insured or
collateralized. The California Government Code requires California banks and savings and
loan associations to secure a City's deposits by pledging government securities as collateral.
The market value of pledged securities must equal at least 110% of a City's deposits.
California law also allows financial institutions to secure City deposits by pledging first trust
deed mortgage notes having a value of 150% of a City's total deposits.

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

Credit Risk, Carrying Amount and Market Value of Deposits

Cash and deposits of the City are summarized below. The deposits are classified as to credit
risk by three categories as follows: Category 1 includes deposits that are insured or
collateralized, with the securities held by the City or its agent in the City's name; Category 2
includes deposits which are uninsured but which are collateralized with the securities held
by the pledging financial institution's trust department in the City's name; Category 3
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includes deposits which are uninsured and uncollateralized, or collateralized with securities
held by the pledging financial institutions, or by its trust department, safekeeping
department, or agent but not in the City's name.

Category Bank Book
2 R Balance Balance
City:
Cash in Bank $ 201,360 § 1,119,419 $ - $ 1,320,779 $ 1,537,717

Subtotal Primary
Government: $ 201360 _$1.119419 _$

Component Unit:
Cash in Bank 80,424 - - 80,424 53,802

$ 1.320.779 $ 1,537,717

Total Reporting
Entity: $ 281,784 §$ 1,119,419 § - $ 1,401,203  $ 1,591,519

Authorized Investments

Under provisions of the City's Investment Policy, and in accordance with Section 53601 of

the California Government Code, the City may invest in the following types of investments:
% Securities of the U.S. Government, or its agencies

Certificates of Deposit

Los Angeles County Investment Pool

Local Agency Investment Fund (State Pool) Deposits

Money Market Savings Accounts

Demand Deposits

* % % % % %

Investment in Joint Powers Authorities
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NOTE 4:

Receivables:
Taxes
Accounts
Deferred loans
Interest

Loans

Total

Unclassified Investments

Investment in State Treasury's investment pool, County Treasury's investment pool, mutual
funds, investment agreements and MBIA cannot be assigned a credit risk category because
the City does not own specific securities. However, the funds' investment policies and
practices with regard to the credit and market risks have been determined acceptable to the

City's investment policies.

Fair Value

Investment in State Treasury's Investment Pool $ 21,810,645
Investment in County Treasury's Investment Pool 15,872,272
Investment in Mutual Funds with Fiscal Agent 6,518,834
Investment in MBIA 5,585,112

Total: $ 49,786,863

RECEIVABLES

At June 30 the receivable accounts consisted of the following:

Special Debt Capital Internal

General Revenue Service Projects Enterprise Service Agency Component

Fund Funds [ THTY Fund FFund Fund Fund U nit

$ 922487 $ - 0§ 228 § 763§ -8 - $ 120324 § -
380,930 180,875 . - 616 - 3,415 13,000

- 1,524,096 . . . . . )

111,791 90,404 13,666 100,429 33,903 131 2,542 .

. - - 140,852 - . - -
$1,415208 $1,795375 § 15955 § 242,044 $ 34519 § 131 $ 126281 $ 13,000
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UNEARNED GRANTS

Because various federal and state subventions and grants have not been received nor the
revenue recognition criteria met, the following awards are not reflected in the financial

statements:

Notes to Financial Statements

Grant Amount

Community Development Block Grant $ 420,668
Brownsfield Grant 189,466
OTS Pedestrian Safety Grant 49,326
PVEA Grant 50,410
Urban Tree Competitive Grant 46,837

NOTE 6: HOUSING LOANS RECEIVABLE

The City has established the Citywide Affordable Housing Trust Fund, accounted for as a
special revenue fund, to assist non-profit housing and community development corporations
in preserving and expanding the supply of low and moderate income housing in the City of
West Hollywood. Loans of $5,715,787 were outstanding at June 30, 1999 to qualified
developers and properties at annual interest rates ranging from 6 to 10 percent.

All principal and interest payments on the loans are payable thirty years from the date of the
loans. For certain loans included above, the City will forgive and waive all amounts due
under the loans if at the date of expiration the borrowers have performed under the terms of
the related agreements. Therefore, the loans are offset by an allowance for forgiveness of
$232,000 at June 30, 1999. The remainder is offset by deferred revenue in the amount of
$5,483,787.

NOTE 7: CHANGES IN GENERAL FIXED ASSETS
A summary of changes in General Fixed Assets follows:

SATATIING
Additions Deletions June 30, 1999

Balance

July 1, 1998
Land $  32,744216 $ - S - S 32,744,216
Buildings 14,356,159 1,083,014 - 15,439,173
Improvements other 4,093,691 58,819 . 4,152,510
than Buildings

Machinery and equipment 1,901,385 68,935 - 1,970,320
Furniture and Fixtures 856,380 13,713 - 870,093
Office Equipment 1,327,493 289,502 - 1,616,995
Construction-in-progress 131,087 697,288 - 828,375

Total: $ 55410411 § 2,211,271 § - S 57,621,682
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NOTE 8: PROPRIETARY FUND FIXED ASSETS

A summary of proprietary fund type property, plant and equipment is presented below:

Estimated Fixed Assels Allowance for Net Book
Useful Life Depreciation Value
Enterprise Funds:
Solid Waste Fund
Machinery and Equipment 5Years $ 32,183 $ 29,371 $ 2,812

Office Equipment 3 Years 34,734 34,734 -
Total Enterprise: $ 66,917 $ 64,105 $ 2,812

Internal Service Funds:
Information System
Master Plan Fund
Machinery and Equipment 5 Years 1,371,273 1,056,988 314,285

Total Internal Service: $ 1,371,273 $ 1,056,988 $ 314,285

Component Unit:
West Hollywood Marketing

Corporation
Furniture and Equipment 5-7 Years § 62,662 $ 37,948 $ 24,714
Furniture Purchased Under
Capital Lease 5 Years 12,656 - 12,656
Leasehold Improvements 2 Years 3,962 - 3,962

Total Component Unit: § 79,280 $ 37,948 $ 41,332

NOTE 9: RETIREMENT PLAN
Plan Description

The City of West Hollywood contributes to the California Public Employees Retirement
System (PERS), an agent multiple-employer public employee defined benefit pension plan.
PERS provides retirement and disability benefits, annual cost-of-living adjustments and
death benefits to plan members and beneficiaries. PERS acts as a common investment and
administrative agent for participating public entities within the State of California. Benefit
provisions and all other requirements are established by State statute and City ordinance.
Copies of PERS' annual financial report may be obtained from their executive office:
400 P Street, Sacramento, CA 95814.
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Funding Policy

Participants are required to contribute 7% of their annual covered salary. The City makes
the contributions required of City employees on their behalf and for their account. The City
is required to contribute at an actuarially determined rate; the current rate is 4.539% for
miscellaneous employees, of annual covered payroll. The contribution requirements of plan
members and the City are established and may be amended by PERS.

Annual Pension Cost

For 1999, the City's annual pension cost of $290,575 for PERS was equal to the City's
required and actual contributions. The required contribution was determined as part of the
June 30, 1997, actuarial valuation using the entry age normal actuarial cost method. The
actuarial assumptions included (a) 8.25% investment rate of return (net of administrative
expenses), (b) projected annual salary increases that vary by duration of service and (c) 2%
per year cost-of-living adjustments. Both (a) and (b) included an inflation component of
3.5%. The actuarial value of PERS assets was determined using techniques that smooth the
effect of short-term volatility in the market value of investments over a four year period
(smoothed market value). PERS unfunded actuarial accrued liability is being amortized as a
level percentage of projected payroll on a closed basis. The remaining amortization period
at June 30, 1999, was four years for prior service unfunded and 15 years for remaining
unfunded. The latest information available is presented below.

Three-Year Trend Information for Miscellaneous Plan

Annual Percentage Net
Fiscal Pension of APC Pension
Year Cost (APC) Contributed Obligation
6/30/96 5 251,165 100.00% $ -
6/30/97 252,133 100.00% -
6/30/98 271,566 100.00% -

53



City of West Hollywood: Comprehensive Annual Financial Report

Actuarial

Valuation
Date

06/30/1995
06/30/1996
06/30/1997

NOTE 10:

Schedule of Funding Progress for Miscellaneous Plan

UAALasa
Yo of Covered

Unfunded
AAL
(UAAL)

Actuarial Accrued
Liability (AAL)

Acturial
Funded Covered

Ratio

Value of

Assets Payroll Payroli

Entry Age

9,091,463 $ 7,592,558  $(1,498,905) 119.74% $ 7,129,196 -21.025%
11,292,932 8,288,308 (3,004,624) 136.25% 7,432,122 -40.428%
14,220,514 9,579,740 (4,640,774) 148.44% 7,780,659 -59.645%

LONG-TERM DEBT
Certificates of Participation

On September 28, 1995, the City issued $1,300,000 of 1995 Series C Certificates of
Participation. Proceeds were used to finance the acquisition and construction of a parking
structure for City Hall, a homeless shelter and a parking lot. The property is leased to the
City under a lease agreement with the City of West Hollywood Public Facilities
Corporation. Pursuant to the lease agreement, the Corporation agrees to sublease the
property (which will be acquired by the City and leased to the Corporation) to the City. The
Certificates bear interest at an adjustable rate which shall be the lesser of 12% or the
maximum rate permitted by law. The City may elect to convert the interest rate to a fixed

rate. The Certificates mature annually starting February 1, 1996. Interest is paid monthly.

On November 22, 1995, the City issued $470,000 of 1995 Series D Certificates of
Participation. Proceeds were used to finance the acquisition and installation of new parking
meters in the City. The meters are leased to the City under a lease agreement with the City
of West Hollywood Public Facilities Corporation. Pursuant to the lease agreement, the
Corporation agrees to sublease the property (which will be acquired by the City and leased
to the Corporation) to the City. The certificates bear interest in rates from 4.2% to 4.6%.
They mature annually, starting November 1, 1996. Interest is paid semi-annually on May 1
and November 1, starting May 1, 1996.
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Refunding

On March 19, 1998, the City of West Hollywood issued $27,105,000 fixed rate and
$5,360,000 variable demand rate Certificates of Participation. The fixed rate certificates
bear interest rates that vary from 3.7% to 5.0% and interest is payable semi-annually each
February 1 and August 1, commencing August 1, 1998. These mature on February 1 of
each year starting 1999 through 2025.

The variable demand rate certificates are based on an adjustable interest rate specified by the
remarketing agent. The adjustable interest rate would equal the interest rate necessary to
enable the remarketing agent to sell the Certificates at 100% of the principal amount and is
payable on the first of each month, beginning April 1, 1998. These mature on February 1 of
each year starting 1999 through 2025.

The purpose of both certificates is to defease $12,180,000 of outstanding 1995, Series A
Certificates of Participation. The balance of the 1998 fixed rate Certificates of Participation
will be used to provide funds to: (1) defease $9,655,000 of outstanding 1995 Certificates of
Participation (City Hall Project) and $5,375,000 of outstanding 1995, Series B Certificates
of Participation, (2) to finance the acquisition and improvements of the public parks, (3) to
prepay a certain portion of the lease payments and (4) to fund a reserve for the refunding
certificates, as well as pay for the execution and delivery of the refunding certificates.

Advances From Other Funds

The City of West Hollywood has loaned the Redevelopment Agency a total of $1,560,637.
The loans will be repaid from any available funds upon demand of the City. These loans
bears interest at the rate of 6%. There are no fixed repayment dates. The accrued but
unpaid interest on these loans amount to $93,192 as of June 30, 1999.
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d. The following is a schedule of changes in long-term debt of the entity for the fiscal

year ended June 30:
QOutstanding
July 1, 1998 Additions Deletions

Outstanding

June 30, 1999

City:
Certificates of Participation
1995 Series C $ 1,260,000 $ - $ 15000 § 1,245,000
1995 Series D 295,000 - 95,000 200,000
1998 Fixed Rate 27,105,000 575,000 26,530,000
1998 Variable Rate 5,360,000 120,000 5,240,000
Accrued employee benefits 804,961 161,198 - 966,159
Redevelopment Agency:
Advances from Other Funds 1,340,189 220,448 - 1,560,637

Totals: § 36,165,150 $ 381,646 § 805,000 § 35,741,796

e. The following is a schedule by years, of future debt service payments as of June 30:

Fiscal Year 1995 1995 1998 1998
Series € Series D Fixed Rate  Variable Rate

1999-2000 89,881 106,850 1,750,035 384,449
2000-2001 88,751 102,300 1,756,315 383,097
2001-2002 87,621 - 1,761,620 381,495
2002-2003 86,491 - 1,770,420 379,642
2003-2004 85,361 1,768,020 377,540
Thereafter 1,999,144 - 39,336,437 7,272,824
Total Debt Service $ 2437249 § 209,150 $48,142,847 $ 9,179,047
Less: Amount Representing 1,192,249 9,150 21,612,847 3,939,047
Interest

Qutstanding Principal $ 1,245000 § 200,000 $26,530,000 $ 5,240,000

Advances from other funds does not have a fixed repayment schedule, therefore it is not
included in the schedule of future debt service payments. The 1995 Series C and the 1998
variable COPS whose interest rate is determined by a remarketing agent are estimated in the
above schedule, due to the uncertainty of the adjustable interest rate.
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Noncommitment Debt

On August 6, 1992, the Community Facilities District sold $835,000 of City of West
Hollywood, Community Facilities District No. 92-1 (Seismic Upgrade Project) Special Tax
Bonds, Series 1992. The bonds, dated August 1, 1992, are in denominations of $5,000.
They mature on August 1 of each year starting in 1993 to 2012. The bonds have varying
interest rates ranging from 6.25% to 10.15% and interest is payable semi-annually on each
February 1 and August 1, commencing February 1, 1993. The bonds are authorized
pursuant to the Mello-Roos Community Facilities Act of 1982 and are issued under
resolutions adopted by the City Council of the City of West Hollywood, acting as the
legislative body of the District, on July 20, 1992. The purpose of the bonds is to finance the
construction and installation of seismic resistance improvements to certain properties within
the City of West Hollywood. Funds for payment of bond principal and interest
requirements, as they come due, are to be obtained from a special tax levied by the City on
behalf of the District against lands within the District. The bonds are not general or special
obligations of the City nor general obligations of the District, but are limited obligations
payable solely from the proceeds of the special taxes and funds held pursuant to the fiscal
agent agreement. Because neither the faith and credit, nor the taxing power of the City, the
State of California or any political subdivision thereof is pledged for payment of these
bonds, they are not reflected in the Long-Term Debt Account Group. Outstanding balance
at June 30, 1999 is $715,000.

Lease Payable - Component Unit

The West Hollywood Marketing Corporation entered into a capital lease in December 1998
in order to acquire a photocopier. The original lease amount was $12,656. Lease payments
are as follows:

Original balance $ 12,656
Principal paid in fiscal year 1998-99 (1,320)
Balance at June 30, 1999 11,336

Future Lease Payments are as follows:

1999-2000 $ 3,852
2000-2001 3,852
2001-2002 3,852
2002-2003 1,926
Subtotal $ 13,482
Less: Interest (2,146)
Outstanding Principal $ 11,336
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NOTE 11: PRIOR YEAR DEFEASANCE OF CERTIFICATES OF PARTICIPATION

In prior years, the City defeased certain Certificates of Participation by placing the proceeds
of new certificates in an irrevocable trust to provide for all future debt service payments on
the old certificates. Accordingly, the trust account assets and the liability for the defeased
certificates are not included in the City's financial statements. On June 30, 1999,
$26,865,000 of certificates outstanding are considered defeased.

NOTE 12: DEFERRED REVENUE

The City received rent stabilization fees relating to fiscal year 1999-2000 in fiscal year
1998-99. These are recorded as deferred revenue in the General Fund in the amount of
$1,410,107. Deferred revenue in the General Fund also includes grant monies received but
not yet earned, recreation revenues collected in advance and interest accrued but not
available on the loan to the Redevelopment Agency.

NOTE 13: INTERFUND RECEIVABLES AND PAYABLES

a. Due to/from Other Funds

Interfund Interfund

Fund

Receivables Pavables

General $ 659,317 $ 1,046,182
Special Revenue:

Gas Tax ' 703,966 -

C.D.B.G. - 26,991
Capital Projects:

Debt Funded Capital Projects - 632,326
Enterprise:

Landscape and Lighting District 342,216 -

Totals $ 1,705,499 $ 1,705,499

b. Due from Primary Government/Due to Component Unit

. Interfund Interfund
Fund

Reecivables Pavables

Component Unit:

West Hollywood Marketing Corporation $ 564,450 $ -

Agency Funds:
Business Improvement - 564,450
Totals $ 564,450 $ 564,450
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C. Advances to/from Other Funds

Advances to Advances from

Fund Other Funds Other Funds
General $ 1,776,639 $ -
Special Revenue Fund:
Housing Trust Fund 140,852 -
Internal Service:
Information Systems Master Plan - 257,424
Non-expendable Trust
Laurel Ave. Trust - 99,430
General Long-Term Debt Account Group - 1,560,637
Totals $ 1,917,491 $ 1,917,491

NOTE 14: CONTRIBUTED CAPITAL

Contributed capital in the Solid Waste, Landscape and Lighting District and Sewer
Construction Enterprise Funds of $1,630,718, $930,857 and $2,759,974, respectively,
consists of cash transfers from Los Angeles County pursuant to the City taking over these

operations. The following is a schedule of changes in contributed capital for the fiscal year

ended June 30:

Contributed capital, July 1
Additions to
contributed capital
Contributed capital, June 30
Retained earnings
(accumulated deficit)

Total Fund Equity $

NOTE 15: FUND EQUITY

Solid Landscape & Sewer
Waste Lighting District  Construction
$ 1,630,718 $ 930,857 § 2,759,974
1,630,718 930,857 2,759,974
(1,446,649) (594,393) (579,483)
184,069 $ 336,464 $ 2,180,491

The City has set up the following fund balance retained earnings reserve/designation
accounts which represent available spendable resources restricted for specific purposes:
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Special Debt Capital Internal Trust and

General S . .
Revenue Serviee Projects Serviee Agency

Fund . . . . .
Fund Fands Funds Funds Funds

Reserved for:

Encumbrances $ 1218436 $ 433,368 $ - $ 346,402 $ - 3 -
TDA Funds - 31,161 - - - -
Perpetual Care - - - - - 996,475
Prepaid costs 839,785 3,667 17,543 4,080 - -
Seismic Projects - - - 36,928 - -
Capital Improv. Projects - - - - 1,087 -
Advances to Other Funds 1,776,639 140,852 - - - -

Total $ 3,834,860 $ 609,048 $ 17,543 $ 387,410 $ 1,087 $ 996,475

Designated for:

Self-insurance $ 225000 $ - 3 - 3 - 3 - 3 -
Future expenditures 1,810,000 - - - - -
Capital Projects 6,136,686 1,679,158 - 11,942,367 - -
Emergencies 2,000,000 - - - - -
Debt Service - - 3,680,916 - - -

Total $ 10,171,686 $1,679,158 $ 3,680,916 $11,942367 $ - 3 -

NOTE 16: RESTATEMENTS

Beginning fund balance has been restated as follows:

General Fund:

To restate prior years' expenditures $ 85,067
To restate prior years revenues (11,244)
Total General Fund $ 73,823

IV. SEGMENT INFORMATION - ENTERPRISE FUNDS

NOTE 17: SEGMENT INFORMATION - ENTERPRISE FUNDS

The following schedule (next page) presents segment information for enterprise funds
maintained by the City:
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Operating Revenues
Operating income (loss)
Depreciation

Taxes Revenues

Net income (loss)
Operating transfers in

Fixed assets (net of
accumulated depreciation)

Contributed capital
Net working capital
Total Assets
Total Equity

Solid
Waste
$ 1,055,266
(98,981)
4,424
(20,976)
61,040

2,812

1,630,718
181,257
278,470
184,069

$

Landscape &

Lighting Dist.
126,773
(457,688)
334,240
(102,358)

930,857
336,464
401,532
336,464

$

Sewer
Charges
176,619 $§
(25,445)

21,291

370,450
383,247
370,450

Notes to Financial Statements

Sewer
Construction

(643,504)

(524,734)

2,759,974
2,180,491
2,292,288
2,180,491

Street
Maintenance

$ 279,496
7,610

+

10,415

66,243
69,681
66,243

Total

$ 1,638,154
(1,218,008)
4,424
334,240
(616,362)
61,040

2,812

5,321,549
3,134,905
3,425,218
3,137,717

V. SUMMARY DISCLOSURE OF SIGNIFICANT CONTINGENCIES

NOTE 18: CONTRACTUAL COMMITMENTS

The City has entered into a contract with the Los Angeles County Sheriff's Department to

provide law enforcement services in the City of West Hollywood.

$9,172,000 was paid for these services in fiscal year 1998-99.

NOTE 19: SELF-INSURANCE CONTINGENCIES

a.  Description of Self-Insurance Pool Pursuant to Joint Powers Agreement

Approximately

The City is a member of the California Joint Powers Insurance Authority (Authority). The
Authority is composed of 84 California public entities and is organized under a joint powers
agreement pursuant to California Government Code §6500 et seq. The purpose of the
Authority is to arrange and administer programs for the pooling of self-insured losses, to
purchase excess insurance or reinsurance, and to arrange for group-purchased insurance for
property and other coverages. The Authority's pool began covering claims of its members in
1978. Each member government has an elected official as its representative on the Board of
Directors. The Board operates through a 9-member Executive Committee.
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Self-Insurance Programs of the Authority

General Liability - Each member government pays a primary deposit to cover estimated
losses for a fiscal year. Six months after the close of a fiscal year, outstanding claims are
valued. A retrospective deposit computation is then made for each open claims year. Costs
are spread to members as follows: the first $20,000 of each occurrence is charged directly to
the member; costs from $20,001 to $500,000 are pooled based on a member's share of costs
under $20,000; costs from $500,001 to $5,000,000 are pooled based on payroll. Costs of
covered claims above $5,000,000 are currently paid by reinsurance. The protection for each
member is $50,000,000 per occurrence and $50,000,000 annual aggregate.

Purchased Insurance

Property Insurance - The City participates in the all-risk property protection program of the
Authority. This insurance protection is underwritten by several insurance companies. The
City's property is currently insured according to a schedule of covered property submitted by
the City to the Authority. Total all-risk property insurance coverage is $30,302,174. There
is a $5,000 per loss deductible. Premiums for the coverage are paid annually and are not
subject to retroactive adjustments.

Earthquake and Flood Insurance - The City purchases earthquake and flood insurance on a
portion of its property. The earthquake insurance is part of the property protection insurance
program of the Authority. The City's property currently has earthquake protection in the
amount of $15,347,999. There is a deductible of 5% of value with a minimum deductible of
$100,000. Premiums for the coverage are paid annually and are not subject to retroactive
adjustments.

Fidelity Bonds - The City purchases blanket fidelity bond coverage in the amount of
$1,000,000 with a $5,000 deductible. The fidelity coverage is provided through the
Authority. Premiums are paid annually and are not subject to retroactive adjustments.

Adequacy of Protection

During the past three fiscal years none of the above programs of protection have had
settlements or judgments that exceeded pooled or insured coverage. There have been no
significant reductions in pooled or insured liability coverage from coverage in the prior year.
Workers' compensation claims are covered through the State Compensation Insurance Fund
for amounts up to $5,000,000.

NOTE 20: LITIGATION

There are certain lawsuits pending against the City which seek monetary damages. The City
is a defendant in several lawsuits. As the likelihood of judgment being awarded has not yet
been determined, no accrual of this amount has been reflected in the financial statements.
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REQUIRED
SUPPLEMENTARY
INFORMATION
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CITY OF WEST HOLLYWOOD

REQUIRED SUPPLEMENTARY INFORMATION
(Unaudited)

EVALUATION OF THE YEAR 2000 ISSUE

The City of West Hollywood is in the process of evaluating its computer programming code, computer
equipment, and other electronic systems and equipment (including equipment containing embedded
chips) to ascertain which of these might be impacted by a failure to properly recognize and process
transactions dated on or after the year 2000. In addition, certain dates in calendar year 1999 may
present difficulties because some programs and embedded chips were coded to read a date of "99" or
"999" to mean something other than a date (e.g. "end of file" etc.) which might also prevent the proper
processing of data. As of June 30, 1999, there is no unexpended portion of contracts entered into by
the City to address year 2000 issues for computer systems and other electronic equipment, as the City
has fairly recently installed new accounting software. Additional amounts may be expended for the
City's year 2000 assessment, implementation and testing activities, as well as amounts that may need to
be expended after January 1, 2000 to correct problems not previously detected and corrected. Because
of the unprecedented nature of the year 2000 issue, it is not possible to provide assurances that the City
has or will achieve complete year 2000 compliance, even after completing all planned year 2000
corrective actions and related testing. Nor can the City determine the effect, if any, on City operations
should entities external to the City (other governments, significant vendors, suppliers, service
providers, customers, taxpayers, businesses, etc.) fail to address year 2000 issues in a timely manner.
The scope of an audit does not include an evaluation of the adequacy of management's plans with
respect to this issue. Equipment and systems considered by management to be critical to conducting
operations are discussed in the following paragraph:

The City is in the validation/testing stage of updating its systems to address year 2000 issues. The
City's major critical system is the Finance Department's system. Most of the Finance
Department's new hardware has been installed, including the network server. The majority of the
software was installed in recent years and is thought to address the year 2000 issue. The
completion of these stages is not a guarantee that systems and equipment will be year 2000
compliant.
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