BROWN ARMSTRONG

Certified Public Accountants

INDEPENDENT ACCOUNTANT’S REPORT ON
APPLYING AGREED-UPON PROCEDURES

San Joaquin County Auditor-Controller / Oversight Board of the Successor Agency
City of Stockton
Stockton, California 95202

We have performed the minimum required agreed-upon procedures (AUP)
enumeraied in Attachment A, which were agreed to by the California State
Controlter's Office, Department of Finance, and San Joaquin County Auditor-
Coniroller, solely to assist you in ensuring that the dissolved redevelopment agency
is complying with its statutory requirements with respect to ABX1 26. Management of
the successor agency and San Joaquin County are responsible for the accounting
records pertaining to statutory compliance pursuant to Health and Safely Code
Section 34182(a)(1). This agreed-upon procedures engagement was conducted in
accordance with atfestation standards established by the American Institute of
Certified Public Accountants. The sufficiency of these procedures is solely the
responsibility of those parties specified in the report. Consequently, we make no
representation regarding the sufficiency of the procedures described below either for
the purpose for which this report has been requested or for any other purpose.

The scope of this engagement was limited to performing the minimum required
agreed-upon procedures as set forth in Attachment A. The results of the procedures
performed are also listed under each related testing step in Attachment A

We were not engaged fo, and did not, conduct an audi, the objective of which would
be the expression of an opinion as to the appropriateness of the resulis summarized
in Attachment A. Accordingly, we do not express such an opinion. Had we performed
additional procedures, other matters might have come to our attention that would
have been reported to you.

This report is intended solely for the information and use of the San Joaguin County
Auditor-Controller, the successor agency, and applicable State agencies, and is not
intended to be, and should not be used by anyone other than these specified parties.
This restriction is not intended to limit distribution of this report, which is a matter of
public record.

BROWN ARMSTRONG
ACCOUNTANCY CORPORATION

g’zawn %mwm;v

Bakersfield, California
September 24, 2012



Attachment A—Agreed-Upon Procedures Engagement
Pursuant to ABX1 26, Community Redevelopment Dissolution

Furpose: To establish each redevelopment agency's assets and liabilities, to document and determine
each redevelopment agency’s pass-through payment obligations to other taxing agencies, and to
document and determine both the amount and the ferms of any indebtedness incurred by the
redevelopment agency and certify the initial recognized oblfigation payment schedule. [Health and Safety
Code Section 34182(a){2)]

in conformity with attestation standards, the language in each separate report for each agency will need
to be specific as to the type of documents that were examined in performing the procedure.

A. RDA Dissolution and Restrictions

O For each redevelopment agency dissolved, perform the following:

1.

Obtain a copy of the enforceable obligation payment schedule (EOPS) for the period of August 1,
2011, through December 31, 2011. Trace the redevelopment project name or area (whichever
applies) associated with the obligations, the payee, a description of the nature of the work/service
agreed to, and the amount of payments made by month through December 31, 2011, and compare it
fo the legal document(s) that forms the basis for the obligations. Since amount could be estimated,
determine that they are stated as such and that legal documentation supports those estimates.

Result:

We noted the foliowing exception:

A) Estimated amounts existed on the EOPS; however, they were not stated as such on the EOPS
form. :

Management's Response;

Staff prepared the EOPS in accordance with Section 34169, which does not mention how estimates
should be treated. The EOPS was prepared with the best information available at the fime, which
required proration of monthly costs and/or projections of when expenses would occur. Estimates will
be noted as such on future ROPS.

Obtain a copy of all amended EOPS filed during the period of January 1, 2012, through June 30,
2012. Trace the redevelopment project name or area (whichever applies) associated with the
obligations, the payee, a description of the nature of the work/service agreed to, and the amount of
payments to be made by month through June 30, 2012, and compare it {o the legal document(s) that
forms the basis for the obligations. Again, since amount could be estimated, determine that they are
stated as such and that legal documentation supports those estimates.

Result:
We noted the following exception:

A} Estimated amounts existed on the amended EOPS; however, they were not stated as such on
the form.

Management's Response:

Please see response to item 1 above. Staff will clearly ideniify obligations that have estimated or
projected amounts in future ROPS.

The Department of Finance has approved the resubmitted ROPS for January — June 2012, and July —
December 2012. The approved ROPS notes aciual payment amounts for January — May 2012, and
notes that legal expenses are estimates for June and for the July - December 2012 ROPS,



Identify any obfigations listed on the EOPS that were entered into after June 29, 2011, by inspecting
the date of incurrence specified on Form A of the Statement of Indebtedness filed with the County
Auditor-Controller, which was filed on or before October 1, 2011.

Result:
We found no exceptions as a result of the procedures performed.

Inquire and specifically state in the report the manner in which the agency did or did not execute a
transfer of the Low and Moderate Income Housing Fund to the redevelopment successor agency by
February 1, 2012. Procedures to accomplish this might include changing the name of the accounting
fund and related bank accounts that are holding these assets for the successor agency. If the
successor agency is a party other than the agency that created the redevelopment agency, an
examination of bank statements and changing of account titles and fund names evidencing such
transfer will be sufficient,

Result:

A) The Agency did transfer the Low and Moderate Income Housing Fund #3389 to the Successor
Housing Agency Fund #329,

B) We found no exceptions as a result of the procedures performed.

Inguire and specifically state in the report how housing activities (assets and functions, rights, powers,
duties, and obligations) were transferred and the manner in which this agency did or did not execute
a transfer. Procedures to accomplish this might include changing the name of the accounting fund
and related bank accounts that are holding these assets for the other agency. An examination of bank
statements and changing of account fities and fund names evidencing such iransfers will be
sufficient. If the housing successor is a party other than the agency that created the redevelopment
agency, an examination of bank statements and re-recording of titles evidencing such transfer will be
sufficient.

Result:

A) The Council of the City of Stockion elected to retain the housing assets and functions previously
performed by the Redevelopment Agency. This election included changing the name of the
accounting fund.

B) We found no exceptions as a result of the procedures performed.
. Successor Agency

Inspect evidence that a successor agency (A) has been established by February 1, 2012; and (B) the
successor agency oversight board has been appointed, with names of the successor agency
oversight board members, which must be submitted to the Department of Finance by May 1, 2012.

Result:
We found no exceptions as a result of the procedures performed.

Inquire regarding the procedures accomplished and specifically state in the report the manner in
which this agency did or did not execute a transfer of operations fo the successor agency, which was
due by February 1, 2012. Procedures to accomplish this might include changing the name of the
accounting fund and related bank accounts that are holding these assets for the successor agency. If
the successor agency is a party other than the agency that created the redevelopment agency, an
examination of bank statements and changing of account titles and fund names evidencing such
transfers will be sufficient,



Result:

A} The Redevelopment Agency did execute a fransfer of operations to the Successor Agency on
January 31, 2012. The procedures fo accomplish this included changing the name and number
of the accounting funds.

B) We found no exceptions as a result of the procedures performed.

Ascertain that the successor agency has established the Redevelopment Obligation Retirement
Fund(s) in its accounting system.

Result:

We found no exceptions as a result of the procedures performed.

inspect the EOPS and ROPS and identify the payments that were due to be paid through the date of
the AUP Report. Select a sample (based on a dollar amount and/or percentage amount as
determined by the San Joaquin County Auditor-Controller) and compare the payments that were due
to be paid through the date of the AUP Report to a copy of the cancelled check or other
documentation supporting the payment.

Result:

We found no exceptions as a result of the procedures performed.

Obtain listings that support the asset figures (cash, investments, accounts receivable, notes,
receivables, fixed assets, etc.) in the audited financial statements as of June 30, 2010, June 30,
2011, and as of January 31, 2012, as determined by the successor agency and include as an
attachment fo the AUP Report.

Result:

We found the following exception:

A) We are missing the listing of the assets for the period ending January 31, 2012.

Please see Aftachment B for listings that support the asset figures.

Management's Response:

Accounting and City staff have been directed to work on high priority projects related to the 506
mediation process, and are unable to complete the January 31, 2012, Capital Assets list at this time.
The report will be provided at a later date.

. Recognized Obligation Payment Schedule (Draft ROPS)

Obtain a copy of the initial draft of the ROPS from the successor agency.

Inspect evidence that the initial draft of the ROPS was prepared by March 1, 2012.

Resul:

We found no exceptions as a resuilt of the procedures performed.

Note in the minutes of the Oversight Board that the draft ROPS has been approved by the Oversight
Board. If the Oversight Board has not yet approved the draft ROPS as of the date of the AUP Report,
this should be mentioned in the AUP Report.

Resulf:

We found no exceptions as a resuit of the procedures performed.



Inspect evidence that a copy of the draft ROPS was submitted to the County Auditor-Controller, State
Coniroller, and Depariment of Finance.

Result:
We found no exceptions as a result of the procedures performed.

Inspect evidence that the draft ROPS includes monthly scheduled payments for each enforceable
obligation for the current six-month reporting time period.

Result:

We found no exceptions as a result of the procedures performed.

Select a sample (based on dollar amount and/or percentage amount as determined by the San

Joaguin County Auditor-Controfler) and trace enforceable obligations listed on the draft ROPS fo the

legal document that forms the basis for the obligation.

Result:

We found no exceptions as a result of the procedures performed.

Trace the obligations enumerated on the draft ROPS to the obligations enumerated on the EOPS

(including amendments) and note any material differences as agreed to by the San Joaquin County

Auditor-Controller.

Result:

We noted the following exception:

A) We traced the obligations enumerated on the draft ROPS to the obligations enumerated on the
EOPS and noted material differences; however, there is no evidence to determine that these
material differences were agreed to by the San Joaguin County Auditor-Controller. See
Attachment C.

Management's Response:

The EOPS was compiled according to the definition of enforceable obligations in Section 34167 (d)
(1-6). The definition in this section did not exclude loans between the City and the Redevelopment
Agency. Therefore, ali City to Agency loans were inciuded.

The ROPS definition of enforceable obligations, in HSC Section 34171 (d)(2), specifically excludes
loans from the City to the Agency (with a few exceptions). As a result, the number of obligations on
the EOPS to the ROPS was reduced from 118 to 35 items. The City to Agency loans were
intentionally excluded to comply with HSC Section 34171 (d)(2).

The San Joaquin County Auditor-Controller has been provided the EQPS, ROPS, and armended
ROPS. The Auditor Controller has not given notice of any issues relating to the obligations on the
ROPS as opposed to items/amounts on the EOPS. Differences between the EOPS and the ROPS
are addressed by category below.

BONDS ~ The change primarily due to a September principal and interest payment which decreased
the amount to be listed on the ROPS. There was a miscalculation of remaining principal and interest
payments due for the 2003 Housing COP. No additional debt or obligation was entered into between
the EQPS and ROPS preparation.

LEGAL SETTLEMENTS/JUDGMENTS ~ A correction was made to the Agency vs. Union Oil from $1
million to $2 million. The EOPS listed an incorrect amount.




Price vs. City of Stockton changed from $994,348 to $4,994,348, and two projects were removed
from the ROPS: Zettie Miller's Haven — $1.6 million and Mariposa (Casa de Esperanza) — $1.7
milion. The two projects would have met the remaining obligation of housing units under Price vs.
City of Stockton. The funding and/or viability of the two named projects changed. Hence, they were
removed from the ROPS, and an estimate of $4 million was believed sufficient to fulfill the remaining
seftlement. A note on the ROPS indicates this is an estimate.

PROJECT EXPENSES - Vintage and Community of All Nations had expenditures between the
EOPS and ROPS, which decreased the balance of committed funding. The same is true for some of
the smaller contracts and agreements.

PASS THOUGH PAYMENTS - Taxing entity payments are now handled by the County Auditor-
Controller, therefore they were removed from the ROPS (HSC Section 34183).

ASSESSMENTS ~ The Downtown Stockton Alliance obligation was reduced from ten to five years of
assessments. The original assumption was ten years at $50,000 per year. The ROPS used the 2012
amount due, $47,530, plus four years at an estimated $50,000 per year. This was done to address
the requirement in AB 26 to dispose of properties expeditiously. The Downtown Stockion Alliance
Assessments are related to real property owned by the former RDA, which will be disposed.

ADMINISTRATION AND OTHER ~ Agency Staff and Overhead costs were reduced on the ROPS to
account for staffing reductions and reassignments to other programs. The final item, Remediation of
Areas 24 and 4, was brought to staff's attention during compilation of the ROPS. It is a long standing
obligation that was inadvertently left off of the EOPS.

. Recognized Obligation Payment Schedule {Finai ROPS)

Obtain a copy of the final ROPS (January 1, 2012, through June 30, 2012) from the successor
agency.

Inspect evidence that the final ROPS was submitted to the County Auditor-Controller, the Siate
Controller, and Department of Finance by April 15, 2012, and is posted on the website of the
City/County as successor agency (Health and Safety Code Section 34177(2){(C)).

Resuit: '

We found no exceptions as a result of the procedures performed.

Inspect the final ROPS and identify the payments that were due to be paid through the date of the
Agreed-Upon Procedures report. For payments on the ROPS that were identified as being due
through the date of the Agreed-Upon Procedures Report, inspect evidence of payment and determine
that amounts agree to the purpose of the ohligation as amounts could be estimated,

Result:

We found the foliowing exception:

A} We could not trace certain amounts on the ROPS to the actual payments.

Management's Response:

The sampiing of payments scheduled on the ROPS included estimated amounts and/or projected
dates of project expenditures. This is addressed in Management's Response for Section A, ltem 1.

The Department of Finance has since reviewed and approved our amended ROPS (attached).
Monthly amounts reflect actual payments made between January and May 2012. An estimated
amount of legal expenses in June is included with a note that total outstanding is an estimate, and
monthly costs are projected.



Select a sample (based on a dollar amount and/or percentage amount as determined by the San
Joaquin County Auditor-Controller) and trace enforceable obligations listed on the final ROPS to the
legal agreements or documents that forms the basis for the obligation.

Result:

We found no exceptions as a result of the procedures performed.

. Other Procedures

Obtain a list of pass-through cbligations and payment schedules.

Obtain a list of pass-through obligations and payments made from the redevelopment agency from
July 1, 2011, through January 31, 2012, inspect evidence of payment, and note any differences from
the list of pass-through obligations and payments made.

Result:

We found no exceptions as a result of the procedures performed.

Issue Agreed-Upon Procedures Report and distribute to the California State Controller by July 15,
2012

Resull:

AB 1484 has extended the due daie for the agreed-upon procedures report to October 1, 2012. We
will submit the report to the California State Controller on or before October 1, 2012.



ATTACHMENT B

edevelopment Agency
<apital Assets
June 30, 201

Prepsted by: 8, Jemison/A Cestite

Date: 51112
Restated Currant
Priar Period Bolance ‘ Year Balsncs
Governmental activitles: Adjustments {1) July 1, 2010 Acquisitions Complations Fransfers Out (3) Jupe 530, 2011

Caplisl assaty, tot
- 11,050,608 - - - 11,850,608
6,895 484 48,027,851 528,851 178834 (B7,609,763) 9,123,593
{8.895.484) 57978460 528,861 176,634 {37,609,753) 21,074,202
. 8,769,467 - - - 8,749,467
- 158,181 - - - 169,191
- 5,761,978 - - - §,761.4978
5 690,635 - 15,690,636 . - - 15.6H0,636
Less acoumtiated depreciation for:
Imgrovements {1,240,066) - {1,240,088) (B71.427) - - (1,611,483)
Machinery & equipment {84,911} - 84,611 {5.768) - - “{50,879)
Irfrastruchare {480801) - {480.801) {116,238} - - (596,140)
{1.865,878) - {1,805,878) (452,454} - - (2,288,373)
Total capil nssets baing '
depreciated, net 13,864,758 - 13.6884,758 [492,434) - - 13,392,324
Governmental acfivities ‘
captal assets, net 18,168,702 {6.895.484) 71.868.218 35427 176,834 (3?.309.7532 466,526
“apital assats:
nendepraciable 64,873,044 (B,855484) 57,978,460 528,861 176,634 (37,609,753} 21,074,202
mracipbis 15,680,635 - 15,680,858 - - - 15,630,838
accumulated depr (1,805,878} " {1,805,878) (452,434) - LR - %< 14 §
78,758,702 {8.895.484) 71,863,218 38,427 176834 (37,609.753) 34,468,526
INgreann | decease In capital assels i 44252176}

Notes: (1) The prior pariod acfustment of $6,8M is for cummulativa expendiiures that were capitalizet for In progress projects that did not add to the useful e of the infrestructure,
wene for Weterfrant profects whare the City nor the IRDA ¢id not cwn the aseels, orwere for maintananse and nen<apital. The City has restated the opening bafances which
residted in a decreass of $5.9M on the Redevelopment Agencies nat assets a3 reporied on the Govemmant-Wide Statment of Net Assets,

{2) Tropicana Lang (Cell Tower) was nut capitaized i the GFAAG because it15 property held for resale valued 5t 31.
{3} Transfers out of $37.6M Is primily due o e transfer of the Marina and related equipment of $26.5M and Almort Way mprovements of approxdmataly $11.0M o the
Clty of Stockion.

SAFIMprividccounting\2010-11\Capiial Assets -CIP-Fixed Asset®\2011 RDA Capltal Assats & Degreciation roll forwand 5-17-12 {version 2. Capitel Assat roll forward
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Attachment C

Amount per Amount per the

Descriptions of Obligation Amended EOPS Draft ROPS Differences
2003 Housing Certificates of Participation $ 17,623,559 $ 21,931,975 (4,308,416)
20086 Series C Revenue Bond 52,610,054 51,324,388 1,285,666
2006 Series A Revenue Bond 97,021,244 95,671,088 1,349,256
2006 Series B Revenue Bond 4,323,559 2,536,944 1,786,615
2004 Revenue Bond-Arena 83,911,654 83,378,320 533,334
DBAW Marina Construction Loan 21,213,241 19,856,296 1,356,945
Public infrastructure Improvements 10,000,000 - 10,000,000
CIP Loan-Cineplex Acquisition 635,000 - 635,000
CIP Loan-Cineplex Improvements 3,000,000 - 3,000,000
CIP Loan-Hotel Stockion Improvements 2,500,000 - 2,500,000
CIP Loan-Fox Theatre Capital Improvements 4,543,103 - 4,543,103
CIP Loan-Council of Governments Off-site Improvements 332,000 - 332,000
CIP Loan-South Shore 2,954 347 - 2,954,347
Advance-Union Pacific Cleanup 436,722 - 436,722
Eastiand Loan-15th Year CDBG 782,576 - 782,576
Eastland Loan-19th Year CDBG 500,000 - 500,000
Public Infrastructure Improvements 3,147,500 - 3,147,500
McKinley Advance-2nd Year CDBG 266,379 - 266,379
McKinley Advance-3nd Year CDBG 1,658,663 - 1,558,663
McKinley Advance-4th Year CDBG 1,380,013 - 1,380,013
McKinley Advance-5th Year CDBG 861,433 - 861,433
McKinley Advance-6th Year CDBG 867,651 - 867,651
McKinley Advance-7th Year CDBG 702,959 - 702,959
McKinley Advance-8th Year CDBG 536,014 - 536,014
Sharps Lane Advance-3rd Year CDBG 420,669 - 420,669
All Nations Loan-CDBG 563,978 - 563,978
Public Infrastructure Improvements 3,504,000 - 3,504,000
CDBG Loan-2nd Year Loan 213,717 - 213,717
CDBG Loan-3rd Year Loan 331,940 - 331,940
CDBG Loan-4th Year Loan 351,476 - 351,476
UDAG Marina Advance 3,614,489 - 3,614,489
UDAG Warehouse Advance 12,904,741 - 12,804,741
UDAG Steamboat Landing Advance 16,349,086 - 16,349,986
UDAG Office Tower il Advance 13,624,830 - 13,624,830
UDAG Office Tower | Advance 13,526,932 - 13,528,932
UDAG Delta Gateway | Advance 9,556,325 - 9,556,325
UDAG Delta Gateway Il Advance 6,319,922 - 6,319,922
Parking District LLoan-Cineplex Acguisition 511,000 - §11,000
Advance-Waterfront House 432,551 - 432,551
Advance-Office Towers 525,987 - 525,987
Marina Towers Legal Setflement 1,875,000 - 1,875,000
General Fund Loan-Banner Island 375,000 - 375,000
General Fund Loan-North Shore EMP 274,800 - 274,800
Advance-Revenue Sharing 1985-86 1,568,548 - 1,508,548
Advance from City-Capital Improvement Program 2,459,922 - 2,459,922
Advance from City-Worker's compensation Fund 8,688,024 - 8,688,024
South Stockton Loan 2,322,675 - 2,322,675
North Stockton Loan 1,656,934 - 1,656,934
Port of Stockton 25,000,000 - 25,000,000
Agency Staff and Overhead 2,180,480 1,034,570 1,145,910



Amount per

Amount per the

Total

Descriptions of Obligation Amended EQPS Draft ROPS Differences
Agency vs. Union Oil 1,600,000 2,000,000 (1,000,000)
Price vs. City of Stockion 994,348 4,994 348 {4,000,000)
Civic Partners 1,500,000 3,000,000 (1,500,000}
Agency vs. State 500,000 250,000 250,000
San Joaquin County-Taxing Entity Payment 16,041,075 - 16,041,075
Stockton Unified Schoo! District 23,743,422 - 23,743,422
San Joaguin Delta College 2,994,865 - 2,994,865
San Joaquin County Office of Education 202,937 - 802,937
San Joaguin County Flood Control Zone 8 225,037 - 225,037
San Joaquin County Mosquito Abatement 533,532 - 533,632
Stockton East Water District 230,806 - 230,806
Stockton Metro Transit 358,558 - 359,558
" City of Stockion 12,457,906 - 12,457,906
SJ Educational Revenue Augmentation Fund 19,625,108 - 19,625,109
Lodi Unified Schools District 436,127 - 436,127
Vintage-Housing Loan 975,381 210,484 764,897
Community of all Nations-Housing Loan 552,867 102,867 450,000
Zettie Miller's Haven 1,613,543 - 1,613,543
Mariposa (Casa de Esperanza) 1,666,564 - 1,666,564
LDA Partners 394,397 - 394,397
Rodgers Construction 797,637 124,859 672,778
City of Stockton 284222 - 284,222
Downtown Stockton Alliance 500,000 247,530 252 470
Remediation of Areas 24 and 4 - 500,000 {500,000)

$ 529220930

$ 287,164,569

$ 242,056,361




