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INDEPENDENT AUDITOR'S REPORT

To the Board of Directors
Tri-County Economic Development Corporation

We have audited the accompanying statement of financial position of Tri-County
Economic Development Corporation (a nonprofit corporation) as of June 30, 2008, and
the related statements of activities, functional expenses and cash flows for the year then
ended. These financial statements are the responsibility of Tri-County Economic
Development Corporation's management. Our responsibility is to express an opinion on
these financial staternents based on our audit.

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

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of Tri-County Economic Development Corporation (a
nonprofit corporation) as of June 30, 2009, and the changes in net assets and cash flows
for the year then ended in conformity with accounting principles generally accepted in the
United States of America.

In accordance with Government Auditing Standards, we have also issued our reports
dated January 5, 2010, on our consideration of Tri-County Economic Development
Corporation's internal control over financial reporting and our test of its compliance with
certain provisions of laws, regulations, contracts, grants, agreements and other matters.
The purpose of that report is 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
gpinion on the internal control over financial reporting or on compliance. That report is an
integral part of an audit perfformed in accordance with Government Auditlng Standards

and important for assessing the results of our audit.

Our audit was conducted for the purpose of forming an opinion on the basic financial
statements of Tri-County Economic Development Corporation, taken as a whole. The
accompanying schedule of expenditures of federal awards is presented for purposes of
additional analysis as required by U.S. Office of Management and Budget Circular A-133,
Audits of States. Local Governments, and Non-Profit Organizations, and is not a required
part of the basic financial statements. Such information has been subjected to the
auditing procedures applied in the audit of the basic financial statements and, in our
opinion, is fairly stated, in all material respects, in relation to the basic financial statements
taken as a whole.

HARRISON-DAILEY-WRIGHT
Accountancy Corporation

January 5, 2010



TRI-COUNTY ECONOMIC DEVELOPMENT CORPORATION

(A Monprofit Corporation)

STATEMENT OF FINANCIAL POSITION
June 30, 2009

ASSETS

Current Assets:
Cash
Accounts receivable
Deposits and prepaid expenses

Total Current Assets

Restricted Assets - Revolving Loan and Grant
Programs:
Cash
Cash - loan loss raserve
Loans receivable

Total Restricted Assets - Revolving
Loan and Grant Programs

Fixed Assets:
Equipment
Leasehold improvements
Accumulated depreciation

Total Fixed Assets
Other Asset - North Valley Community Foundation
TOTAL ASSETS

LIABILITIES AND NET ASSETS

Current Liabilities:
Accounts payable
Accrued payroll liabilities
Line of credit
Notes payable

Total Current Liabilities

Other Liabilities:
Deposits in trust
Motes payable
Loan loss reserve deposits
Willows Fascade Passthrough Fund
Refundable advances

Total Other Liabilities
Total Liabilities

Net Assets:
Unrestrictad
Temporarily restricted
Permanently restricted

Total Met Assets

TOTAL LIABILITIES AND NET ASSETS

$ 48,201
67,659
5,835

2,531,242
52,150

3,217,656

83,377
1,279

(60,289)

$ 52,451
18,525
27,500

24,423

786,925
2,601,403
28,830
47,603

11,888

224 889
177,441

1,858,721

The accompanying notes are an integral part of this statement.

5 119,685

5,801,048

24,387

15,489
8 5,960,609

$ 122,809

3,476,658

3,588 558

2,361,051



TRI-COUNTY ECONOMIC DEVELOPMENT CORPORATION

(A Monprofit Corporation)
STATEMENT OF ACTIVITIES

For the Year Ended June 30, 2009

Revenues, Support, Gains,
Losses and Other
Reclassifications:
Federal granis;
Flanning
Sub-Recipient
Local grants
Interest income:
Loan programs;
Loans
Bank
Late and prepayment fees
Fee for services,
loan fees:
Loan program
Fee for service
Contributions
Other
Met assets released from restrictions:
Restrictions satisfied by payments

Expenses:
Program services
Management and general
Loss on foundation holdings

Other Change in Net Assets:
Loan losses
Prior period adjustment

Changes in Net Assets

Net Assets, Beginning
of Year

Met Assets, End of Year

The accompanying notes are an integral part of this statement.

3

Temporarily Permanently
Unrestricted Festricted Restricted Total

3 87.000 5 67,000
454 755 454 755
84,332 84 332
2,617 $ 179,073 181,680

1,581 18,927 20,508

870 870

126 34,229 34,355

150,105 150,105

42 550 2,292 44 842
3,187 3,187
241,082 (241,082} =
1,047,335 (5,691) 1,041,644
915,828 815,828
30,222 30,222
1,215 1,215

847 365 - 947 365
3 (27.472) (27.472)

{139,512) 183,132 (43,620) -
{139,512) 183,132 (71,082) (27,472}
(39,542) 177,441 (71,092) 66,807

264 431 2,029,813 2,294 244

3 224 BB 3177 441 $ 1,958,721 $ 2,361,051



Salaries
Payroll taxes
Medical insurance

Workers' compensation

Total Salary Cost

Bank charges
Contract labor
Contfributions
Depreciation
Dues/Subscriptions
Equipment lease
Insurance
Interest
Legal/Accounting
Licenses/Permits/Fees
Loan costs
Office supplies
Postage
Promotion/Publicity
Rent
Repairs/Maintenance
Seminars/Meetings
Software maintenance
Telephone
Training/Development
Travel
Utilities

Total

TRI-COUNTY ECONOMIC DEVELOPMENT CORPORATION
(A Nonprofit Corporation)

STATEMENT OF FUNCTIONAL EXPENSES
For the Year Ended June 30, 2009

Program Services

Business
Activity Application Technical Portfolio

Delivery Preparation Assistance Collections Loan Management
43,915 5 3,317 $ 39,399 $ 6,546 3 488,407 $ 22,781
3,233 382 3,038 532 6,666 1,816
2,764 853 4 338 987 7472 1,325
263 16 265 44 558 151
50,175 4 658 47,038 8,408 103,123 26,053
40 3 9 23 1,027 108
106,023 488 190,736 1,104 33,489 34,008

2,000
2594 895 473 140 1,241 209
775 151 1,500 139 2,281 321
1,936 165 1,600 434 5110 1,085
838 179 805 242 3,400 740
42 168 2 54,970 4
1,635 2,263 61 8,058 14,238
564 270 69 1,873 461
{230) 3,484 198
936 a7 959 204 2,869 597
231 210 70 697 278
108 200 13 322 30
4 448 847 4,849 738 11,314 2278
1,491 221 1,201 231 2,920 1,291
406 18 422 62 813 406
531 406 128 2,560 486
4938 172 1,073 155 2,203 51
145 15 384 39
776 (5] 528 141 3,380 443
541 ¢ 577 89 1,286 272
174,645 $ 8,000 3 255288 % 12,469 3 246,805 5 84 065

The accompanying notes are an integral part of this statement



Salaries

Payroll taxes

Medical insurance
Workers' compensation

Total Salary Cost

Bank charges
Contract labor
Contributions
Depreciation
Dues/Subscriptions
Equipment lease
Insurance
Interest
Legal/Accounting
Licenses/Permits/Fees
Loan costs
Office supplies
Fostage
Promaotion/Publicity
Rent
Fepairs/Maintenance
Seminars/Meetings
Software maintenance
Telephone
Training/Development
Travel
Utilities

Total

TRI-COUNTY ECONOMIC DEVELOPMENT CORPORATION
{A Nonprofit Corporation)

STATEMENT OF FUNCTIONAL EXPENSES
For the Year Ended June 30, 2009

Program Services

Management
and
Planning Total General Total
$ 72,981 $ 277 626 3 13,485 201121
5253 20,938 514 21,852
5,641 23,480 1,152 24 832
386 1,683 93 1,776
84 261 323,727 15,654 339,381
48 1,265 72 1,337
11,802 377,748 2,532 380,280
2,000 2,242 42432
6,958 10,214 10,214
2621 7,788 610 8,398
3,050 13,380 449 13,829
1,782 7,987 101 8,088
37 55224 204 55,428
1,477 27,734 270 28,004
317 3,554 378 3,932
3,450 16 3468
1,687 7,338 196 7,535
1,086 2,553 54 2607
500 1,173 1 1,174
8,438 32,912 1,393 34,305
2270 8,625 411 10,036
1,822 3,949 68 4017
472 4,593 58 4,651
1,648 G,800 313 7,213
247 831 2,824 3,655
2,838 8,112 2,223 10,335
1,014 3,870 153 4,023
$ 134856 3 915928  § 30,222 946,150

The accompanying notes are an integral part of this statement



TRI-COUNTY ECONOMIC DEVELOPMENT CORPORATION

{A Nonprofit Corporation)

STATEMENT OF CASH FLOWS
For the Year Ended June 30, 20089

Cash Flows from Operating Activities:
Change In net assets
Moncash expense - depreciation
Increase in accounts recsivable
Decrease in deposits and prepaid expenses
Decrease in payables
and refundable advances
Loss on asset

MNet Cash Provided by Operating Activities

Cash Flows from Investing Activities:
Increase in restricted assets
Purchase of fixed assets
Increase in foundation fund

Net Cash Used by Investing Activities

Cash Flows from Financing Activities:
Decrease in deposits in trust
Increase in notes payable
Increase in credit line
Loan loss reserve deposiis
Willows Fascade Passthrough Fund

Net Cash Provided by Financing Activities
Met Increase in Cash
Cash at June 30, 2008

Cash at June 30, 2009

Supplemental Disclosure of Cash Flow Information:
Cash paid during the year for interest

66,807
10,214
(11,571)

1,809

(48,384}
1,215

(379,377)
(14,737)
(7,242)

(182,709)
477,617
27,500
28,830
47,603

The accompanying notes are an integral part of this statement,

20,080

(401,356)

388,841

17,565
28,630

45,201

48,094



TRI-COUNTY ECONOMIC DEVELOPMENT CORPORATION
{A Nonprofit Corporation)

NOTES TO FINANCIAL STATEMENTS

NOTE 1 - ORGANIZATIONAL INFORMATION

The Corporation was organized and established in 1985 as a private nonprofit organization serving the three
county region of Butte, Glenn and Tehama. The specific purpose of this corporation is to be an intermediary for
public and private investments that foster a stable and diversified local economy, to improve social economic, and
employment conditions through collaborative partnerships and to implement a sound, long-term strategy that can
address identified community needs through the private, public, and non-profit organizations principally located
within Butte, Glenn and Tehama counties.

Services related to economic development are primarily funded through various federal grants. The Corporation
was designated as an economic development district by the Economic Development Administration under the
provisions of the Public Works and Economic Development Act of 1965. Funds provided are to be used to foster
economic planning and coordination services,

The Corporation also has established a revolving loan program in which funds are made available to local
businesses. The funds for the program are derived from a U.S. Department of Commerce Economic
Development Administration Grant, U.S. Department of Housing and Urban Development Community
Development Block Grants, various local grant funds, local matching funds, refundable loans and reinvestment of
interest and loan packaging fees. The funds available for these programs are identified on the statement of
financial position as Restricted Assets-Revolving Loan Programs.

The Corporation also provides contract services, primarily to local government units, related to obtaining and
administering grant projects.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A, Name Change

Effective on October 1, 2009 Tri County Economic Development Corporation legally changed its corporate
name to 3CORE.

B. Basis of Accounting

The financial statements have been prepared on the accrual basis of accounting and accordingly reflect all
significant receivables, payables and other liabilities.

C. Financial Statement Presantation

During the period beginning July 1, 1996, the Corporation adopted Statement of Financial Accounting
Standards Board (SFAS) No. 117, Financial Statements for Not-For-Profit Organizations. Under SFAS No.
117, the Corporation is required to report information regarding its financial position and activities according to
three classes of net assets: unrestricted net assets, temporarily restricted net assets and permanently
restricted net assets.

At June 30, 2008 the permanently restricted net assets consist of loan program revenues received from
multiple federal sources, which are required to be used for capitalization of the revolving loan programs.

At June 30, 2009 the temporarily restricted net assets consist of the cumulative net revenues exceeding
expenses for specific program activities which are contractually required to be restricted in use to future year
activitizs for such programs,

D. Income Tax

The Corporation, a voluntary health and welfare organization, is exempt from faederal and state income taxes
under Section 501(c)(3) of the Internal Revenue Code and Section 23701(d) of the California Revenue and
Taxation Code.



TRI-COUNTY ECONOMIC DEVELOPMENT CORPORATION
{A Nonprofit Corporation)

NOTES TO FINAMCIAL STATEMENTS

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

E. Expense Allocation

The Corporation has adopted a cost allocation policy which has been approved by the U.S. Department of
Commerce Economic Development Administration. The policy provides for direct expenses to be charged to
programs for which they relate. Indirect expenses are identified and allocated to each program and general
administration based upon contemporaneous time studies.

F. Accounts Receivahle

The Corporation utilized the allowance method with respect to its accounts receivable. The allowance
represents an estimated amount of accounts receivable deemed to be uncollectible. Because of the
character of accounts receivable at June 30, 2009, no allowance was deemed necessary.

G, Loans Receivable

Loans are stated at principal balances outstanding. Interest is accrued daily based upon outstanding loan
balances. However, when, in the opinion of management, loans are considered to be impaired and the future
collectibility of interest and principal is in serious doubt, loans are placed on nonaccrual status and the accrual
of interest income is suspended. Any interest accrued but unpaid is charged against income. Payments
received are applied to reduce principal to the extent necessary to ensure collection. Subsequent payments
on these loans, or payments received on nonaccrual loans for which the ultimate collectibility of principal is
not in doubt, are applied first to earned but unpaid interest and then to principal.

A loan is considered impaired when, based on current information and events, it is probable that the
Organization will be unable to collect all amounts due (including both principal and interest) in accordance
with the contractual terms of the loan agreement. An impaired loan is measured based on the present value
of expected future cash flows discounted at the loan's effective rate or, as a practical matter, at the loan's
observable market price or the fair value of collateral if the loan is collateral dependent.

H. Allowance for Loan Losses

Regarding loans originating from governmental funding sources, the Organization reviews the loan portfolio at
year end and writes off loan balances deemed uncollectible. Such write offs are taken as a charge against
permanently restricted net assets on the statement of activities.

Loan originating from non governmental sources are reviewed at year end to assess whether an allowance
for loan losses should be established. The determination of the allowance is based on estimates made by
management, to include consideration of the character of the loan portfolio, specifically identified problem
Ioans, potential losses inherent in the portfolio taken as a whole and economic conditions in the
Organization’s service area,

Loans determined to be impaired or classified are individually evaluated by management for specific risk of
loss. In addition, reserve factors are assigned to currently performing loans based on management's
assessment of the following for each identified loan type: (1) inherent credit risk, (2) historical losses and (3)
where the Organization has not experienced losses, the loss experience of similar peer organizations.

These estimates are particularly susceptible to changes in economic environment and market conditions.

Based on management's review of the loan portfolio at June 30, 2009, an allowance for loan losses was not
deemed necassary.



