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BEFORE THE SANTA CRUZ COUNTY
REDEVELOPMENT SUCCESSOR AGENCY OVERSIGHT BOARD

RESOLUTION NO.

On the motion of
adopted:

duly seconded by the following resolution is

RESOLUTION APPROVING MEETING MINUTES OF THE
OVERSIGHT BOARD

WHEREAS, the Santa Cruz County Redevelopment Successor Agency Oversight Board
("Oversight Board") has been established to direct the Santa Cruz County Redevelopment
Successor Agency ("Successor Agency") to take certain actions to wind down the affairs of the
former Santa Cruz County Redevelopment Agency ("Agency") in accordance with the
requirements of Assembly Bill 26 ("ABx1 26"), also known as chapter 5, Statutes 2011, First
Extraordinary Session, which added Part 1.8 and Part 1.85 of Division 24 of the California
Health and Safety Code, and Assembly Bill 1484, also known as chapter 26, Statutes of 2012,
which made certain revisions to the statutes added by ABx1 26; and

WHEREAS, Health and Safety Code Section 34179 (e) requires that all actions taken by
the Oversight Board shall be adopted by resolution; and

WHEREAS, the Oversight Board conducted a public meeting on December 18, 2012,
the minutes of which are attached as Exhibit 1; and

WHEREAS, these meeting minutes reflect the actions of the Oversight Board;

NOW, THEREFORE, IT IS HEREBY RESOLVED AND ORDERED by the Santa Cruz
County Redevelopment Successor Agency Oversight Board as follows:

SECTION 1. The above Recitals are true and correct.

SECTION 2. The meeting minutes of the Oversight Board meeting on December 18, 2012 are
hereby approved.

PASSED, APPROVED and ADOPTED by the Santa Cruz County Redevelopment
Successor Agency Oversight Board, this _th day of , 2013 by the following vote:

AYES:
NOES:
ABSENT:

Chairperson of the Santa Cruz County Redevelopment
Successor Agency Oversight Board
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ATTEST:

Clerk of the Oversight Board

Approved as to form:

~,M017o-
County Counsel

Distribution:
County Counsel
Successor Agency
CAO
State Department of Finance
Auditor-Controller
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PROCEEDINGS OF THE
SANTA CRUZ COUNTY

REDEVELOPMENT SUCCESSOR AGENCY
OVERSIGHT BOARD

VOLUME 2012, NUMBER 7
December 18, 2012

ACTION SUMMARY MINUTES

VOTING KEY:

C = Coonerty
0= Deming
G = Geisreiter
L = Leopold

M = Maxwell
Ro = Rozario
Re = Reece

First Initial indicates maker of motion, second initial
indicates the "second"; upper case letter = "yes" vote;
lower case letter = "no" vote; ( ) = abstain; II = absent

1. Call to Order/Roll Call - Meeting called to order at 9:10a.m. Members present

Coonerty, Deming, Geisreiter, Maxwell, Reece, Leopold Absent: Rozario

2. Consideration of Late Additions to the Agenda; additions and deletions to

Consent and Regular Agendas

3. Action on the Consent Agenda

4. Oral Communications - no one addressed the Board

CONSENT AGENDA

5. ADOPTED RESOLUTION NO. 26-20120B approving the meeting minutes of
October 11, 2012

ReCDGML/Ro/

REGULAR AGENDA

6. Conducted a public comment session; ADOPTED RESOLUTION NO. 27-
20120B accepting the Due Diligence Review of all other funds, excluding the
Low and Moderate Income Housing fund

GReCDML/Ro/

1
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7. ADOPTED RESOLUTION NO. 28-20120B approving a revised meeting
schedule for 2012-2013

MDCGReL/Ro/

Approved:
Chair, Oversight Board

Attest:
Secretary of the Oversight Board

NOTE: This set of Santa Cruz County Redevelopment Successor Agency Oversight
Board minutes is scheduled to be approved January 10, 2013
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County of Santa Cruz
SANTA CRUZ COUNTY REDEVELOPMENT SUCCESSOR AGENCY

701 OCEAN STREET, ROOM 510, SANTA CRUZ, CA 95060-4073

(831) 454-2280 FAX: (831) 454-3420 TOO: (831) 454-2123

December 21,2012

Agenda: January 10, 2013
Oversight Board
Santa Cruz County Redevelopment Successor Agency
701 Ocean Street
Santa Cruz, CA 95062

Due Diligence Reviews

Dear Board Members:

Your Board accepted the due diligence review ("DDR") of all other funds, excluding the Low and
Moderate Income Housing Fund ("LMIH"), and held a public comment session on December 18,
2012. Marcum, LLP, Certified Public Accountants, ("Marcum"), who completed the DDR of all
other funds, excluding the LMIH, have determined that, including the required return of funds to
the Successor Agency, $479,399 is available for disbursement to the taxing entities, and
$31,218,353 is authorized for retention (copy attached).

The previous due diligence review ("DDR") of the Low and Moderate Income Housing Fund
("LMIH") was approved by your Board October 11, 2012, and subsequently submitted to the
California Department of Finance. The Department of Finance approved the DDR of the LMIH
without any adjustments in a letter dated November 8, 2012 (attached). The Successor Agency
transferred $80,386, the identified LMIH fund balance available for disbursement to the taxing
entities, to the County Auditor-Controller on November 16, 2012.

Code Section 34179.6 sets January 15, 2013 as the deadline to transmit the Oversight Board
approved DDR for all other funds, excluding the LMIH, to the California Department of Finance
and the County Auditor-Controller.

It is therefore recommended that your Board approve the attached resolution approving the Due
Diligence Review of all other funds, excluding the Low and Moderate Income Housing Fund.

6



LR

Oversight Board
December21,2012
Page 2

OMMENDED:

Susan A. Mauriello
County Administrative Officer

Attachments
Resolution

Cc: Successor Agency
CAO
County Counsel
Public Works - Real Property
Public Works - Parks
Auditor-Controller
Department of Finance
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BEFORE THE SANTA CRUZ COUNTY

REDEVELOPMENT SUCCESSOR AGENCY OVERSIGHT BOARD

RESOLUTION NO.

On the motion of
adopted:

duly seconded by the following resolution is

RESOLUTION TO APPROVE THE DUE DILIGENCE REVIEW
OF ALL OTHER FUNDS, EXCLUDING THE LOW AND
MODERATE INCOME HOUSING FUND

WHEREAS, the Santa Cruz County Redevelopment Successor Agency Oversight Board
("Oversight Board") has been established to direct the Santa Cruz County Redevelopment
Successor Agency ("Successor Agency") to take certain actions to wind down the affairs of the
former Santa Cruz County Redevelopment Agency ("Agency") in accordance with the
requirements of Assembly Bill 26 ("ABx1 26"), also known as chapter 5, Statutes 2011, First
Extraordinary Session, which added Part 1.8 and Part 1.85 of Division 24 of the California
Health and Safety Code, and Assembly Bill 1484, also known as chapter 26, Statutes of 2012,
which made certain revisions to the statutes added by ABx1 26; and

WHEREAS, the Successor Agency has employed a licensed accountant, Marcum, LLP
("Marcum") to conduct a due diligence review ("DDR") of all other funds, excluding the Low and
Moderate Income Housing ("LMIH") fund, to determine the un-obligated balances available for
transfer to the taxing entities per Health and Safety Code Section 34179.5; and

WHEREAS the DDR for all other funds, excluding the LMIH fund, has been submitted to
the Oversight Board for review per Health and Safety Code Section 34179.6; and

WHEREAS, the Successor Agency has provided the DDR for all other funds, excluding
the LMIH fund, to the Oversight Board, Santa Cruz County Auditor-Controller, California State
Controller, and the California Department of Finance by December 15, 2012 per Health and
Safety Code Section 34179.6(a); and

WHEREAS, the Oversight Board convened a public comment session on December 18,
2012, at least five business days before the scheduled approval vote on the DDR for all other
funds, excluding the LMIH fund, on January 10, 2013 per Health and Safety Code Section
34179.6(b); and

WHEREAS, Health and Safety Code Section 34179.6(c) requires that the Oversight
Board review, approve and transmit the DDR for all other funds, excluding the LMIH fund, and
the determination of the amount of cash and cash equivalents that are available for
disbursement to the taxing entities for all other funds, excluding the LMIH fund, to the California
Department of Finance and Santa Cruz County Auditor-Controller by January 15, 2013; and

WHEREAS, the Santa Cruz County Auditor-Controller has approved the selection of
Marcum, to perform the DDR; and

WHEREAS, Marcum has completed the DDR of all other funds, excluding the LMIH
fund, and determined that $479,399 is available for disbursement to the taxing entities, and
$31,218,353 of the fund balance as of June 30, 2012, including the subsequent required return
of funds to the Successor Agency, is authorized for retention (Exhibit A);
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NOW, THEREFORE, IT IS HEREBY RESOLVED AND ORDERED by the Santa Cruz County
Redevelopment Successor Agency Oversight Board as follows:

SECTION 1. The above Recitals are true and correct.

SECTION 2. The Oversight Board hereby approves the DDR of all other funds, excluding the
LMIH fund (Exhibit A).

PASSED, APPROVED and ADOPTED by the Santa Cruz County Redevelopment
Successor Agency Oversight Board, this _ day of , 2013 by the following vote:

AYES:
NOES:
ABSENT:

Chairperson of the Santa Cruz County Redevelopment
Successor Agency Oversight Board

ATTEST:

Clerk of the Oversight Board

Approved as to form:

~~LA7~
lJ Counsel

Distribution:
County Counsel
Successor Agency
CAO
State Department of Finance
Auditor -Controller

Real Property
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Santa Cruz County
Redevelopment Successor

Agency
(Successor Agency)

All Other Funds Combined (Excluding Low and
Moderate Income Housing Fund)

Independent Accountants' Report
on Applying Agreed-Upon Procedures
with respect to AB1484
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SANTA CRUZ COUNTY REDEVELOPMENT SUCCESSOR AGENCY (SUCCESSOR AGENCY)
ALL OTHER FUNDS COMBINED EXCLUDING LOW AND MODERATE INCOME HOUSING FUND

CONTENTS

Page

Independent Accountants' Report on Applying Agreed Upon Procedures ......................................................... i

Attachment A - Procedures and Findings ............................................................................................................ 2

Exhibits

Exhibit 1-01: Listing of all assets that were transferred from the Santa Cruz County Redevelopment Agency

(Dissolved Agency) to the Santa Cruz County Redevelopment Successor Agency on February
1,2012

Exhibit 2A-Ol: Listing of transfers from Santa Cruz County Redevelopment Agency (Dissolved Agency) to the
County of Santa Cruz for the period January 1,2011 through January 31, 2012

Exhibit 2B-0 1: Listing of transfers from Santa Cruz County Redevelopment Successor Agency to the County
of Santa Cruz for the period February 1,2012 through June 30, 2012

Exhibit 4-01: Summary of the financial transactions of the Santa Cruz County Redevelopment Agency
(Dissolved Agency) and the Santa Cruz County Redevelopment Successor Agency for the
fiscal periods 2010 through 2012

Exhibit 5-01: Listing of all assets of All Other Funds Combined (Excluding the Low and Moderate Income

Housing Fund) of the Santa Cruz County Redevelopment Successor Agency as of June 30,
2012

Exhibit 6A-0 1: Listing of the Santa Cruz County Redevelopment Successor Agency Asset Balances Held on

June 30, 2012 that are Restricted for the Purpose of Unspent Bond Proceeds

Exhibit 6C-0 1: Listing of the Santa Cruz County Redevelopment Successor Agency Asset Balances Held on

June 30, 2012 that are Restricted for the Following Purposes: Other Assets Considered to be
Legally Restricted

Exhibit 7-01: Listing of Assets of the Santa Cruz County Redevelopment Successor Agency as of June 30,

2012 that are Not Liquid or Otherwise Available for Distribution

Exhibit 8A-Ol: Itemized Schedule of the Santa Cruz County Redevelopment Successor Agency Asset

Balances (Resources) as of June 30, 2012 that are Dedicated or Restricted for Funding of
Enforceable Obligations

Exhibit 9-01: Schedule of Cash Balances as of June 30,2012 that Need to be Retained to Satisfy Obligations
on the Recognized Obligation Payment Schedule (ROPS) for the period of July 1, 2012
through June 30, 2013

Exhibit 10-01: Summary of the Santa Cruz County Redevelopment Agency Balances Available for Allocation
to Affected Taxing Entities
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MACUM
ACCOUNTANTS & ADVISORS

INDEPENDENT ACCOUNTANTS' REPORT ON
APPL YING AGREED-UPON PROCEDURES

County of Santa Cruz
Santa Cruz County Auditor-Controller
Santa Cruz, California

Oversight Board
County of Santa Cruz
Santa Cruz, California

We have performed the agreed-upon procedures enumerated in Attachment A, which were agreed to by
the California State Controller's Offce, the California Department of Finance ("State Agencies"), and the
Santa Cruz County Redevelopment Successor Agency solely to assist you in ensuring that the Santa Cruz
County Redevelopment Successor Agency is complying with the statutory requirements of AB 1484 with
regard to All Other Funds Combined (Excluding Low and Moderate Income Housing Fund).

Management of the Santa Cruz County Redevelopment Successor Agency is responsible for the
accounting records pertaining to statutory compliance pursuant to Health and Safety Code Section
34179.5( c)(1) through 34179.5( c )(6). This agreed-upon procedures engagement was conducted in
accordance with attestation standards established by the American Institute of Certified Public
Accountants. The suffciency of these procedures is solely the responsibility of those parties specified in
the report. Consequently, we make no representation regarding the suffciency of the procedures
identified 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 agreed-upon procedures as set forth in
Attachment A. Attachment A also identifies the findings noted as a result of the procedures performed.

We were not engaged to and did not conduct an audit, the objective of which would be the expression of
an opinion as to the appropriateness of the results 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 Santa Cruz County Redevelopment
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.

~()~ LLf
Irvine, California
December 13,2012

~
MACUMGf~OUP

MEMBER

Marcum LLP II 5 Park Plaza II Suite 700 .. Irvine, California 92614 II Phone 949.653.9400 II Fax 949.833.3582 II marcumllp.com 6
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Santa. Cruz County Redevelopment Successor Agency All Other
Combined (Excluding Low and Moderate Income Housing
Agreed-Upon Procedures with Respect to AB1484 Attachment A

Funds
Fund)

Citation:

Section 34179.5 (c)(1)-The dollar value of assets transferred from the former redevelopment agency to the
successor agency on or about February 1,2012.

Procedure 1:

Obtain from the Successor Agency a listing of all assets that were transferred from the former
redevelopment agency to the Successor Agency on February 1,2012. Agree the amounts on this listing
to account balances established in the accounting records of the Successor Agency. Identify in the
Agreed-Upon Procedures (AUP) report the amount of assets transferred to the Successor Agency as of
that date.

Results/Findings:

We obtained from the Successor Agency a listing of all assets that were transferred from the former
redevelopment agency to the Successor Agency on February 1,2012 attached at Exhibit 1-01. We agreed
the amounts on this listing to the account balances established in the accounting records of the Successor
Agency. In agreeing such amounts, we noted an exception in the amount of$10,413,090, further detailed
below, that was included on the listing, but not included in the account balances of the accounting records
of the Successor Agency. The following table is the amount of assets transferred to the Successor Agency
as of February 1,2012:

Exhibit 1-01 - Assets transferred to Successor Agency on February 1,2012 $62,492,315
Accounting Records of Successor Agency on February 1,2012 $52,079,225
Difference $10,413,090

The following table provides the detail for the $ 10,413,090 difference:

Item # per Asset Name Exhibit 1-01 Per Accounting Difference
Exhibit 1-01 Records
70-88 Grants $10,367,491 -- $10,367,491
96 Cash in Trust $ 29,290 -- $ 29,290
97-98 Capital Assets $ 16,309 -- $ 16,309

Total $10,413,090

Per Successor Agency, Items 70-88 are unconditional grants that would only be paid to the County of
Santa Cruz ("County") if the affordable housing project fails to remain an affordable housing project. The
Successor Agency does not include these grants as assets on their January 31, 2012 Balance Sheet.

Per Successor Agency, Item 96 is money held in a trust, separate from the Successor Agency's accounting
records, for maintenance and repair for the property at 522 Capitola Road.

Page 2of30
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Per Successor Agency, Items 97-98 are capital assets used in governmental activities that were not current
financial resources. Therefore, per Successor Agency, they were not reported in the governmental funds
accounting records, based upon the modified accrual basis of accounting.

We also noted transfers on Exhibit 1-01 that had unknown carrying values. Per Successor Agency, the
reason for such presentation on the listing was as follows: 1) Items 1,22 and 23 are loans that have been
paid off for which only recorded affordability restrictions remain. If the restrictions are violated the
County has the right to purchase the property at a predetermined value 2) Items 2-21 are rights of first
refusal for loans to individuals where the County has the right to buy back the property at a reduced price
if the property is put up for sale.

Citation:

Section 34179.5(c)(2)-The dollar value of assets and cash and cash equivalents transferred after January
1, 2011, through June 30, 2012, by the redevelopment agency or the successor agency to the city, county,
or city and county that formed the redevelopment agency and the purpose of each transfer. The review
shall provide documentation of any enforceable obligation that required the transfer.

Procedure 2:

Ifthe State Controller's Offce has completed its review of transfers required under both Sections 34167.5
and 34178.8 and issued its report regarding such review, attach a copy of that report as an exhibit to the
AUP report. If this has not yet occurred, perform the following procedures:

A. Obtain a listing prepared by the Successor Agency of transfers (excluding payments for

goods and services) from the former redevelopment agency to the city, county, or city and
county that formed the redevelopment agency for the period from January 1, 2011 through
January 31, 2012. For each transfer, the Successor Agency should describe the purpose of the
transfer and describe in what sense the transfer was required by one of the Agency's
enforceable obligations or other legal requirements. Provide this listing as an attachment to
the A UP report.

B. Obtain a listing prepared by the Successor Agency of transfers (excluding payments for

goods and services) from the Successor Agency to the city, county, or city and county that
formed the redevelopment agency for the period from February 1, 2012 through June 30,
2012. For each transfer, the Successor Agency should describe the purpose of the transfer
and describe in what sense the transfer was required by one of the Agency's enforceable
obligations or other legal requirements. Provide this listing as an attachment to the AUP
report.

C. For each transfer, obtain the legal document that formed the basis for the enforceable
obligation that required any transfer. Note in the AUP report the absence of any such legal
document or the absence of language in the document that required the transfer.

Page 3 of30
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Results/Findings:

Procedure 2A:

See Exhibit 2A-OI for the listing of transfers (excluding payments for goods and services) from the
former redevelopment agency to the city, county, or city and county that formed the redevelopment
agency for the period from January 1,2011 through January 31, 2012.

Procedure 2B-Ol:

See Exhibit 2B-OI for the listing of transfers (excluding payments for goods and services) from the
Successor Agency to the city, county, or city and county that formed the redevelopment agency for the
period from February 1,2012 through June 30, 2012.

Procedure 2C:

For the transfers made for the period from January 1,2011 through January 31, 2012 (Exhibit 2A-Ol) we
noted:

For Items I-II and 13-17,19-23 and 31-35 we were provided by the Successor Agency, the Amended and
Restated Cooperation Agreement between the County of Santa Cruz and the Redevelopment Agency of
the County of Santa Cruz dated 2/15/11. Per Successor Agency the forgoing documents provide the legal
basis for the enforceable obligation that required the transfer. Per Successor Agency this Real Property
was returned to the Redevelopment Successor Agency. We were provided the noted quitclaim deed per
Exhibit 2A-01.

For Items 12 and 27 we were provided by the Successor Agency, the Amended and Restated Cooperation
Agreement between the County of Santa Cruz and the Redevelopment Agency of the County of Santa
Cruz dated 2/15/1 1. Per Successor Agency this Agreement was invalidated 2/1/12 by California
Assembly Bil ABXI 26. However, per the Successor Agency, the noted assets was contractually
committed by the County of Santa Cruz prior to the invalidation. We were also provided the
Memorandum of Understanding for the Development of the Live Oak Resource Center, dated 3/30/07 and
the Live Oak Resource Center Lease between the County of Santa Cruz and Live Oak Community Center
and Opening Doors Fund Joint Venture, dated 3/8/11. Per Successor Agency the forgoing documents
provide the legal basis for the enforceable obligation that required the transfer.

F or Item 18 we were provided by the Successor Agency, the Amended and Restated Cooperation

Agreement between the County of Santa Cruz and the Redevelopment Agency of the County of Santa
Cruz dated 2/15/1 1. Per Successor Agency this Agreement was invalidated 2/1/12 by California
Assembly Bil ABXl 26. However, per the Successor Agency, the noted asset was contractually
committed by The County of Santa Cruz in a Contract of Sale. We were provided by the Successor
Agency the Contract of Sale between the County of Santa Cruz and Soquel Creek Water District, dated
6/17/1 1.

Page 4 of 30 6
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For Item 24 we were provided by the Successor Agency, the Amended and Restated Cooperation

Agreement between the County of Santa Cruz and the Redevelopment Agency of the County of Santa
Cruz dated 2/15/1 1. Per Successor Agency this Agreement was invalidated 2/1/12 by California
Assembly Bill ABXl 26. However, per the Successor Agency, the noted assets was contractually
committed by the County of Santa Cruz prior to the invalidation. We were also provided the Agreement
Regarding Purchase of Portable Classroom for Use as Teen Center between Live Oak School District
and Santa Cruz County Redevelopment Agency, dated 1/23/01. Per Successor Agency the forgoing
documents provide the legal basis for the enforceable obligation that required the transfer.

For Items 25-26 and 28-30, we were provided by the Successor Agency, the Amended and Restated

Cooperation Agreement between the County of Santa Cruz and the Redevelopment Agency of the County
of Santa Cruz dated 2/15/11. Per Successor Agency this Agreement was invalidated 2/1/12 by California
Assembly Bil ABXl 26. Per Successor Agency the forgoing documents provide the legal basis for the
enforceable obligation that required the transfer.

For Item 36 we were provided by the Successor Agency, the Cooperation Agreement between the County
of Santa Cruz and the Redevelopment Agency of the County of Santa Cruz for Funding of Specified
Property Management and Development Costs, dated 3/8/11. Per Successor Agency this Agreement was
invalidated 2/1/12 by California Assembly Bil ABXl 26. However, per the Successor Agency, the noted
cash asset was contractually committed by The County of Santa Cruz to fund a Purchase Order. We were
provided by the Successor Agency the Purchase Order between County of Santa Cruz and Lewis Tree
Service, dated 3/11/11 and renewed 7/19/11 for fiscal year 2011/12.

For Item 37 we were provided by the Successor Agency, the Cooperation Agreement between the County
of Santa Cruz and the Redevelopment Agency of the County of Santa Cruz for Funding of Specified
Propert Management and Development Costs dated 3/8/11. Per Successor Agency this Agreement was
invalidated 2/1/12 by California Assembly Bill ABXl 26. However, per the Successor Agency, the noted
cash asset was contractually committed by The County of Santa Cruz to fund a Purchase Order. We were
provided by the Successor Agency the Purchase Order between County of Santa Cruz and Christopher
D. Kerr, dated 3/11/11 and renewed 7/19/11 for fiscal year 2011/12.

For Item 38 we were provided by the Successor Agency, the Cooperation Agreement between the County
of Santa Cruz and the Redevelopment Agency of the County of Santa Cruz for Funding of Specified
Property Management and Development Costs dated 3/8/11. Per Successor Agency this Agreement was
invalidated 2/1/12 by California Assembly Bil ABXl 26. However, per the Successor Agency, the noted
cash asset was contractually committed by The County of Santa Cruz to fund a Purchase Order. We were
provided by the Successor Agency the Purchase Order between County of Santa Cruz and Mark Munz,
dated 3/11/11 and renewed 7/19/11 for fiscal year 2011/12.

For Item 39 we were provided by the Successor Agency, the Cooperation Agreement between the County
of Santa Cruz and the Redevelopment Agency of the County of Santa Cruz for Funding of Specified
Propert Management and Development Costs dated 3/8/11. Per Successor Agency this Agreement was
invalidated 2/1/12 by California Assembly Bil ABXl 26. However, per the Successor Agency, the noted
cash asset was contractually committed by The County of Santa Cruz to fund a Purchase Order. We were
provided by the Successor Agency the Purchase Order between County of Santa Cruz and Linda
Norwood, dated 11/19/1 0 and renewed 7/18/11 for fiscal year 2011/12.

Page 5 of30
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Item 40 we were provided by the Successor Agency, the Cooperation Agreement between the County of
Santa Cruz and the Redevelopment Agency of the County of Santa Cruz for Funding of Specified
Propert Management and Development Costs dated 3/8/11. Per Successor Agency this Agreement was
invalidated 2/1/12 by California Assembly Bill ABXl 26. However, per the Successor Agency, a portion
of the noted cash asset was expended for goods and services per the Cooperation Agreement prior to its
invalidation and a portion of the noted cash asset was used by The County of Santa Cruz to pay an
enforceable obligation per the Recognized Obligation Payment Schedule of the Successor Agency for the
period 1/1/12-6/30/12 (ROPS I) Page 3 of 3, line 5. We were provided by the Successor Agency the
ROPS I schedule.

For Item 41 we were provided by the Successor Agency, the Cooperation Agreement between the County
of Santa Cruz and the Redevelopment Agency of the County of Santa Cruz for Funding of Specified
Property Management and Development Costs dated 3/8/11. Per Successor Agency this Agreement was
invalidated 2/1/12 by California Assembly Bil ABXl 26. However, per the Successor Agency, the noted
cash asset was contractually committed by The County of Santa Cruz to fund a Purchase Order. We were
provided by the Successor Agency the Purchase Order between the County of Santa Cruz and Chris
Wilson Plumbing and Heating Repair, Inc., dated 6/16/11and renewed 7/18/11 for fiscal year 2011/12.

For Item 42 we were provided by the Successor Agency, the Cooperation Agreement between the County
of Santa Cruz and the Redevelopment Agency of the County of Santa Cruz for Funding of Specified
Property Management and Development Costs dated 3/8/11. Per Successor Agency this Agreement was
invalidated 2/1/12 by California Assembly Bil ABXl 26. However, per the Successor Agency, the noted
cash asset was contractually committed by The County of Santa Cruz to fund a Purchase Order. We were
provided by the Successor Agency the Purchase Order between the County of Santa Cruz and Chris
Wilson Plumbing and Heating Repair, Inc., dated 6/16/11.

For Items 43-44 we were provided by the Successor Agency, the Cooperation Agreement between the

County of Santa Cruz and the Redevelopment Agency of the County of Santa Cruz for Funding of
Specified Property Management and Development Costs dated 3/8/11. Per Successor Agency this
Agreement was invalidated 2/1/12 by California Assembly Bil ABX1 26. However, per the Successor
Agency, the noted cash asset was contractually committed by The County of Santa Cruz to fund an
Independent Contractor Agreement. We were provided by the Successor Agency the Independent
Contractor Agreement between the County of Santa Cruz and Randazzo Enterprises, Inc., dated 6/14/11.
We were also provided the County of Santa Cruz Requestfor Approval of Agreement, dated 6/14/11.

For Item 45-46 we were provided by the Successor Agency, the Cooperation Agreement between the

County of Santa Cruz and the Redevelopment Agency of the County of Santa Cruz for Funding of
Specified Property Management and Development Costs dated 3/8/11. Per Successor Agency this
Agreement was invalidated 2/1/12 by California Assembly Bill ABX1 26. However, per the Successor
Agency, the noted cash asset was contractually committed by The County of Santa Cruz to fund an
Independent Contractor Agreement. We were provided by the Successor Agency the Independent
Contractor Agreement Between the County of Santa Cruz and Chris Wortman Excavation dated 6/14/11.
We were also provided the County of Santa Cruz Request for Approval of Agreement dated 6/14/11.

Page 6 of30

110

6



L 7

For Items 47-48 and 52-53 we were provided by the Successor Agency, the Amended and Restated

Cooperation Agreement between the County of Santa Cruz and the Redevelopment Agency of the County
of Santa Cruz, dated 2/15/12, and the Cooperation Agreement between the County of Santa Cruz and the
Redevelopment Agency of the County of Santa Cruz for Funding of Specified Property Management and
Development Costs dated 3/8/1 1. Per Successor Agency these Agreements were invalidated 2/1/12 by
California Assembly Bil ABX1 26. However, per the Successor Agency, the noted cash asset was
contractually committed by The County of Santa Cruz to fund an Independent Contractor Agreement. We
were provided by the Successor Agency the Independent Contractor Agreement Between the County of
Santa Cruz and Knowlton Construction, dated 6/14/11 and the Request for Approval of Agreement, dated
6/14/11.

For Item 49 we were provided by the Successor Agency, the Cooperation Agreement between the County
of Santa Cruz and the Redevelopment Agency of the County of Santa Cruz for Funding of Specified
Propert Management and Development Costs dated 3/8/11. Per Successor Agency this Agreement was
invalidated 2/1/12 by California Assembly Bill ABX1 26. However, per Successor Agency, a portion of
the noted cash asset was expended for goods and services per the Property Management Cooperation
Agreement prior to its invalidation, and a portion of the noted cash asset was returned to the
Redevelopment Successor Agency. We were provided by the Successor Agency the Journal Entry
J550475, dated 9/1/1 1. Per Successor Agency, the forgoing documents provide the legal basis for the
enforceable obligation that required the transfer.

For Item 50 we were provided by the Successor Agency, the Amended and Restated Cooperation

Agreement between the County of Santa Cruz and the Redevelopment Agency of the County of Santa
Cruz dated 2/15/1 1. Per Successor Agency this Agreement was invalidated 2/1/12 by California
Assembly Bil ABX1 26. However, per Successor Agency, a portion of the noted cash asset was
expended for goods and services per the Cooperation Agreement prior to its invalidation, and a portion of
the noted cash asset was returned to the Redevelopment Successor Agency. We were provided by the
Successor Agency the Journal Entry J550475, dated 9/1/1 1. Per Successor Agency the forgoing
documents provide the legal basis for the enforceable obligation that required the transfer.

For Item 51 we were provided by the Successor Agency, the Amended and Restated Cooperation

Agreement between the County of Santa Cruz and the Redevelopment Agency of the County of Santa
Cruz dated 2/15/1 1. Per Successor Agency this Agreement was invalidated 2/1/12 by California
Assembly Bil ABX1 26. However, per the Successor Agency, the noted cash asset was contractually
committed by The County of Santa Cruz to fund an agreement. We were provided by the Successor
Agency the Arana Gulch Path Improvement Agreement Between the County of Santa Cruz and the City of
Santa Cruz, dated 6/16/1 1.

For Item 54 we were provided by the Successor Agency, the Amended and Restated Cooperation

Agreement between the County of Santa Cruz and the Redevelopment Agency of the County of Santa
Cruz dated 2/15/1 1. Per Successor Agency this Agreement was invalidated 2/1/12 by California
Assembly Bill ABX1 26. However, per the Successor Agency, a portion of the noted cash asset was
expended for goods and services per the Cooperation Agreement prior to its invalidation, a portion of the
noted cash asset was returned to the Redevelopment Successor Agency, and a portion of the noted cash
asset was used by The County of Santa Cruz to pay an enforceable obligation per the Recognized
Obligation Payment Schedule of the Successor Agency for the period 1/1/12-6/30/12 (ROPS I Page 3 of
3, line 2). We were provided by the Successor Agency the Journal Entry J550475, dated 9/1/11, and the
ROPS I.
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For Item 55 we were provided by the Successor Agency, the Amended and Restated Cooperation

Agreement between the County of Santa Cruz and the Redevelopment Agency of the County of Santa
Cruz dated 2/15/1 1. Per Successor Agency this Agreement was invalidated 2/1/12 by California
Assembly Bill ABXl 26. However, per the Successor Agency, the noted cash asset was contractually
committed by The County of Santa Cruz to fund an Independent Contractor Agreement. We were

provided by the Successor Agency the Independent Contractor Agreement Between the County of Santa
Cruz and Smart Enclosure, LLC, dated 6/14/11.

For Item 56 we were provided by the Successor Agency, the Amended and Restated Cooperation

Agreement between the County of Santa Cruz and the Redevelopment Agency of the County of Santa
Cruz dated 2/15/1 1. Per Successor Agency this Agreement was invalidated 2/1/12 by California
Assembly Bill ABXl 26. However, per the Successor Agency, the noted cash asset was contractually
committed by The County of Santa Cruz to fund an Independent Contractor Agreement. We were

provided by the Successor Agency the Independent Contractor Agreement Between the County of Santa
Cruz and Western Water Features, Inc., dated 6/14/11.

Item 57 we were provided by the Successor Agency, the Amended and Restated Cooperation Agreement
between the County of Santa Cruz and the Redevelopment Agency of the County of Santa Cruz dated
2/15/1 1. Per Successor Agency this Agreement was invalidated 2/1/12 by California Assembly Bil
ABXl 26. However, per Successor Agency, a portion of the noted cash asset was expended for goods and
services per the Cooperation Agreement prior to its invalidation and a portion of the noted cash asset was
returned to the RDA Successor Agency on 9/1/11. We were provided by the Successor Agency Journal
Entry JS50475 dated 9/1/11.

For Items 58-61 we were provided by the Successor Agency, the Amended and Restated Cooperation

Agreement between the County of Santa Cruz and the Redevelopment Agency of the County of Santa
Cruz dated 2/15/11. Per Successor Agency this Agreement was invalidated 2/1 /12 by California
Assembly Bil ABXl 26. However, per the Successor Agency, the noted cash asset was contractually
committed by The County of Santa Cruz to fund an Agreement. We were provided by the Successor
Agency the Agreement Between the County of Santa Cruz and John Cahalan Landscape Architect. dated
1 1/15/05 and amended, 3/27/07, 6/23/09 and 3/8/1 1.

For Item 62 we were provided by the Successor Agency, the Amended and Restated Cooperation

Agreement between the County of Santa Cruz and the Redevelopment Agency of the County of Santa
Cruz dated 2/15/1 1. Per Successor Agency this Agreement was invalidated 2/1/12 by California
Assembly Bil ABXl 26. However, per the Successor Agency, the noted cash asset was contractually
committed by The County of Santa Cruz to fund an Agreement. We were provided by the Successor
Agency the Agreement Between the County of Santa Cruz and Elite Landscaping, Inc., dated 9/14/1 O.

For Item 63 we were provided by the Successor Agency, the Amended and Restated Cooperation

Agreement between the County of Santa Cruz and the Redevelopment Agency of the County of Santa
Cruz dated 2/15/1 1. Per Successor Agency this Agreement was invalidated 2/1/12 by California
Assembly Bill ABXl 26. However, per the Successor Agency, the noted cash asset was contractually
committed by The County of Santa Cruz to fund an Independent Contractor Agreement. We were

provided by the Successor Agency the Independent Contractor Agreement Between the County of Santa
Cruz and Haro Kasunich & Associates, dated 12/7/10.
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For Items 64 and 70 we were provided by the Successor Agency, the Amended and Restated Cooperation
Agreement between the County of Santa Cruz and the Redevelopment Agency of the County of Santa
Cruz dated 2/15/11. Per Successor Agency this Agreement was invalidated 2/1/12 by California
Assembly Bill ABXl 26. However, per the Successor Agency, the noted cash assets were contractually
committed by The County of Santa Cruz to fund a Purchase Order. We were provided by the Successor
Agency the Purchase Order Between the County of Santa Cruz and Professional Services Industries, Inc.,
dated 7/21/11.

For Item 65 we were provided by the Successor Agency, the Amended and Restated Cooperation

Agreement between the County of Santa Cruz and the Redevelopment Agency of the County of Santa
Cruz dated 2/15/11. Per Successor Agency this Agreement was invalidated 2/1/12 by California
Assembly Bill ABXl 26. However, per the Successor Agency, a portion of the noted cash asset was
expended for goods and services per the Cooperation Agreement prior to its invalidation, a portion of the
noted cash asset was returned to the Redevelopment Successor Agency, and a portion was contractually
committed by The County of Santa Cruz to pay an enforceable obligation per the Recognized Obligation
Payment Schedule of the Successor Agency for the period July 1,2012 to December 31, 2012 CROPS II,
Form B, line 10). We were provided by the Successor Agency journal entry JT51090, dated 11/6/12, the
Agreement Between the County of Santa Cruz and Elite Landscaping, Inc., dated 9/14/10, and the ROPS
II for the period 7/1/12-12/31/12.

For Items 66 and 67 we were provided by the Successor Agency, the Amended and Restated Cooperation
Agreement between the County of Santa Cruz and the Redevelopment Agency of the County of Santa
Cruz dated 2/15/11. Per Successor Agency this Agreement was invalidated 2/1/12 by California
Assembly Bill ABXl 26. However, per the Successor Agency, the noted cash asset was contractually
committed by The County of Santa Cruz to fund an Independent Contractor Agreement. We were

provided by the Successor Agency the Independent Contractor Agreement Between the County of Santa
Cruz and Whitson and Associates, dated 6/21/1 1 and the Request for Approval of Agreement, dated
6/21/11.

For Items 68 and 69 we were provided by the Successor Agency, the Amended and Restated Cooperation
Agreement between the County of Santa Cruz and the Redevelopment Agency of the County of Santa
Cruz dated 2/15/11. Per Successor Agency this Agreement was invalidated 2/1/12 by California
Assembly Bil ABXl 26. However, per the Successor Agency, the noted cash asset was contractually
committed by The County of Santa Cruz to fund an Independent Contractor Agreement. We were

provided by the Successor Agency the Independent Contractor Agreement Between the County of Santa
Cruz and Quality Landscape Service Inc., dated 6/28/11, the Request for Approval of Agreement, dated
6/28/1 I, and the Independent Contractor Agreement Between the County of Santa County of Santa Cruz
Redevelopment Agency and Granite Rock Company (dba Pavex Construction), dated 5/24/11.

For Item 71 we were provided by the Successor Agency, the Amended and Restated Cooperation

Agreement between the County of Santa Cruz and the Redevelopment Agency of the County of Santa
Cruz dated 2/15/11. Per Successor Agency this Agreement was invalidated 2/1/12 by California
Assembly Bil ABXI 26. However, per the Successor Agency, the noted cash asset was contractually
committed by The County of Santa Cruz to fund a Purchase Order for work required for the
implementation of the Independent Contractor Agreement Between the County of Santa County of Santa
Cruz Redevelopment Agency and Granite Rock Company (dba Pavex Construction), dated 5/24/1 I. We
were provided by the Successor Agency the Purchase Order Between the County of Santa Cruz and
Sanders & Associates Geostructural Enginneering, dated 7/14/11.
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For Items 72, 82, 89, 97, 103 we were provided by the Successor Agency, the Amended and Restated
Cooperation Agreement between the County of Santa Cruz and the Redevelopment Agency of the County
of Santa Cruz dated 2/15/11. Per Successor Agency this Agreement was invalidated 2/1/12 by California
Assembly Bill ABX1 26. However, per the Successor Agency, portions of the noted cash assets were
expended for goods and services per the Cooperation Agreement prior to its invalidation. Per Successor
Agency the forgoing documents provide the legal basis for the enforceable obligation that required the
transfer.

For Items 73, 90, and 91 we were provided by the Successor Agency, the Amended and Restated

Cooperation Agreement between the County of Santa Cruz and the Redevelopment Agency of the County
of Santa Cruz dated 2/15/11. Per Successor Agency this Agreement was invalidated 2/1/12 by California
Assembly Bill ABX1 26. However, per the Successor Agency, the noted cash asset was contractually
committed by The County of Santa Cruz to fund a Public Improvements Development Agreement. We
were provided by the Successor Agency the Public Works Agreement Between the County of Santa Cruz

and Vanir Construction Management, Inc., dated 6/28/11.

For Item 74 we were provided by the Successor Agency, the Amended and Restated Cooperation

Agreement between the County of Santa Cruz and the Redevelopment Agency of the County of Santa
Cruz dated 2/15/11. Per Successor Agency this Agreement was invalidated 2/1/12 by California
Assembly Bil ABX1 26. However, per the Successor Agency, the noted cash asset was contractually
committed by The County of Santa Cruz to fund a Contract Agreement. We were provided by the
Successor Agency the Contract Agreement Between the County of Santa Cruz and The Don Chapin Co.
Inc., dated 3/3/11.

For Item 75 we were provided by the Successor Agency, the Amended and Restated Cooperation

Agreement between the County of Santa Cruz and the Redevelopment Agency of the County of Santa
Cruz dated 2/15/11. Per Successor Agency this Agreement was invalidated 2/1/12 by California
Assembly Bil ABX1 26. However, per the Successor Agency, a portion of the noted cash asset was
expended for goods and services incurred per the Cooperation Agreement prior to its invalidation, and a
portion of the noted cash asset was used by The County of Santa Cruz to fund an enforceable obligation
per the Recognized Obligation Payment Schedule of the Successor Agency for the period 1/1/12-6/30/12
(ROPS I, Page 3 of3, line 2). We were provided by the Successor Agency the ROPS 1.

For Item 76 we were provided by the Successor Agency, the Amended and Restated Cooperation

Agreement between the County of Santa Cruz and the Redevelopment Agency of the County of Santa
Cruz dated 2/15/11. Per Successor Agency this Agreement was invalidated 2/1/12 by California
Assembly Bil ABXl 26. However, per the Successor Agency, the noted cash asset was contractually
committed by The County of Santa Cruz to fund an Independent Contractor Agreement. We were

provided by the Successor Agency the Independent Contractor Agreement Between the County of Santa
Cruz and Fehr and Peers Transportation Consultants, dated 6/14/11.

For Item 77 we were provided by the Successor Agency, the Amended and Restated Cooperation

Agreement between the County of Santa Cruz and the Redevelopment Agency of the County of Santa
Cruz dated 2/15/11. Per Successor Agency this Agreement was invalidated 2/1/12 by California
Assembly Bill ABXl 26. However, per the Successor Agency, the noted cash asset was contractually
committed by The County of Santa Cruz to fund a Purchase Order. We were provided by the Successor
Agency the Purchase Order Between County of Santa Cruz and Santa Cruz Metro Transit District, dated
6/17/11.
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For Item 78 we were provided by the Successor Agency, the Amended and Restated Cooperation

Agreement between the County of Santa Cruz and the Redevelopment Agency of the County of Santa
Cruz dated 2/15/1 1. Per Successor Agency this Agreement was invalidated 2/1/12 by California
Assembly Bil ABX1 26. However, per the Successor Agency, the noted cash asset was contractually
committed by The County of Santa Cruz to fund a Purchase Order. We were provided by the Successor
Agency the Purchase Order Between County of Santa Cruz and Santa Cruz County Regional

Transportation Commission, dated 6/17/11.

Item 79 we were provided by the Successor Agency, the Amended and Restated Cooperation Agreement
between the County of Santa Cruz and the Redevelopment Agency of the County of Santa Cruz dated
2/15/11. Per Successor Agency this Agreement was invalidated 2/1/12 by California Assembly Bil
ABX1 26. However, per the Successor Agency, a portion of the noted cash asset was expended for goods
and services per the Cooperation Agreement prior to its invalidation, and a portion of the noted cash asset
was used by The County of Santa Cruz to fund an enforceable obligation per the Recognized Obligation
Payment Schedule of the Successor Agency for the period 1/1/12-6/30/12 (ROPS I, Page 3 of 3, line 2).
We were provided by the Successor Agency the ROPS 1.

For Item 80 we were provided by the Successor Agency, the Amended and Restated Cooperation

Agreement between the County of Santa Cruz and the Redevelopment Agency of the County of Santa
Cruz dated 2/15/1 1. Per Successor Agency this Agreement was invalidated 2/1/12 by California
Assembly Bil ABXl 26. However, per the Successor Agency, the noted cash asset was contractually
committed by The County of Santa Cruz to fund a Purchase Order. We were provided by the Successor
Agency the Purchase Order Between County of Santa Cruz and F&F Georesource Associates dated
3/29/11 and renewed 7/5/11 for fiscal year 2011/12.

For Item 81 we were provided by the Successor Agency, the Amended and Restated Cooperation

Agreement between the County of Santa Cruz and the Redevelopment Agency of the County of Santa
Cruz dated 2/15/1 1. Per Successor Agency this Agreement was invalidated 2/1/12 by California
Assembly Bill ABX1 26. However, per the Successor Agency, the noted cash asset was contractually
committed by The County of Santa Cruz to fund a Purchase Order. We were provided by the Successor
Agency the Purchase Order Between County of Santa Cruz and Sanders & Associates, dated 3/29/11, and
renewed 7/5/11, for fiscal year 2011/12.

For Items 83-86 we were provided by the Successor Agency, the Amended and Restated Cooperation

Agreement between the County of Santa Cruz and the Redevelopment Agency of the County of Santa
Cruz dated 2/15/1 1. Per Successor Agency this Agreement was invalidated 2/1/12 by California
Assembly Bil ABX1 26. However, per the Successor Agency, the noted cash asset was contractually
committed by The County of Santa Cruz to fund a Contract Agreement. We were provided by the

Successor Agency the Contract Between the County of Santa Cruz and Pavex Construction, dated
7/15/1 0, the related Change Order, dated 1/24/12 as well as the related Requests for Approval of
Agreement, dated 6/22/1 0 and 1/24/12.

For Items 87-88 we were provided by the Successor Agency, the Amended and Restated Cooperation

Agreement between the County of Santa Cruz and the Redevelopment Agency of the County of Santa
Cruz dated 2/15/1 1. Per Successor Agency this Agreement was invalidated 2/1/12 by California
Assembly Bil ABX1 26. However, per the Successor Agency, the noted cash asset was contractually
committed by The County of Santa Cruz to fund an Independent Contractor Agreement. We were

provided by the Successor Agency the Independent Contractor Agreement Between the County of Santa
Cruz and Back to Eden Landscape and Maintenance, dated 6/28/11 as well as the related Request for
Approval of Agreement, dated 6/28/11 and the Contract Between the County of Santa County of Santa
Cruz and Pavex Construction, dated 7/15/10.
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For Item 92-93, 99 we were provided by the Successor Agency, the Amended and Restated Cooperation
Agreement between the County of Santa Cruz and the Redevelopment Agency of the County of Santa
Cruz dated 2/15/1 1. Per Successor Agency this Agreement was invalidated 2/1/12 by California
Assembly Bil ABXl 26. However, per the Successor Agency, the noted cash asset was contractually
committed by The County of Santa Cruz to fund a Real Property and Purchase and Sale Agreement. We
were provided by the Successor Agency the Real Property and Purchase and Sale Agreement By and
Between County of Santa Cruz and Green Valley Corporation (dba Barry Swenson Builder), dated
6/20/1 1.

Item 94 we were provided by the Successor Agency, the Amended and Restated Cooperation Agreement
between the County of Santa Cruz and the Redevelopment Agency of the County of Santa Cruz dated
2/15/1 1. Per Successor Agency this Agreement was invalidated 2/1/12 by California Assembly Bill
ABXl 26. However, per the Successor Agency, the noted cash asset was contractually committed by The
County of Santa Cruz to fund an Agreement. We were provided by the Successor Agency the Psychiatric
Health Facilty Funding Agreement By and Between the County of Santa Cruz and Catholic Healthcare
West, dated 6/17/11, and the Amendment to Psychiatric Health Facilty Funding Agreement By and
Between the County of Santa Cruz and Catholic Healthcare West, dated 6/20/1 1.

Item 95 we were provided by the Successor Agency, the Amended and Restated Cooperation Agreement
between the County of Santa Cruz and the Redevelopment Agency of the County of Santa Cruz dated
2/15/1 1. Per Successor Agency this Agreement was invalidated 2/1/12 by California Assembly Bil
ABXl 26. However, per the Successor Agency, the noted cash asset was contractually committed by The
County of Santa Cruz to fund an Agreement. We were provided by the Successor Agency Amendment # 1
to the Agreement Between the County of Santa Cruz and Health Improvement Partnership of Santa Cruz
County, dated 3/22/11.

Item 96 we were provided by the Successor Agency, the Amended and Restated Cooperation Agreement
between the County of Santa Cruz and the Redevelopment Agency of the County of Santa Cruz dated
2/15/1 1. Per Successor Agency this Agreement was invalidated 2/1/12 by California Assembly Bill
ABXl 26. However, per the Successor Agency, the noted cash asset was contractually committed by The
County of Santa Cruz to fund an Independent Contractor Agreement. We were provided by the Successor
Agency Amendment # 1 to the Agreement Between the County of Santa Cruz Health Service Agency and
Pacifc Design Group, dated 2/28/11.

Item 98 we were provided by the Successor Agency, the Amended and Restated Cooperation Agreement
between the County of Santa Cruz and the Redevelopment Agency of the County of Santa Cruz dated
2/15/1 1. Per Successor Agency this Agreement was invalidated 2/1/12 by California Assembly Bill
ABXl 26. However, per the Successor Agency, the noted cash asset was contractually committed by The
County of Santa Cruz to fund a Youth Center Agreement. We were provided by the Successor Agency the
Youth Center Agreement Between the County of Santa Cruz and Live Oak School District, dated 6/27/11.

Item 100 we were provided by the Successor Agency, the Amended and Restated Cooperation Agreement
between the County of Santa Cruz and the Redevelopment Agency of the County of Santa Cruz dated
2/15/1 1. Per Successor Agency, item was returned to the RDA Successor Agency on 5/13/1 1. We were
provided by the Successor Agency Journal Entry JR53888, dated 5/13/1 1.
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For Item 101 we were provided by the Successor Agency, the Amended and Restated Cooperation

Agreement between the County of Santa Cruz and the Redevelopment Agency of the County of Santa
Cruz dated 2/15/1 1. Per Successor Agency, item was returned to the RDA Successor Agency on 6/9/1 1.
We were provided by the Successor Agency Journal Entry JR54398, dated 6/9/1 1.

For Item 102 we were provided by the Successor Agency, the Amended and Restated Cooperation

Agreement between the County of Santa Cruz and the Redevelopment Agency of the County of Santa
Cruz dated 2/15/1 1. Per Successor Agency, item was returned to the RDA Successor Agency on 5/13/1 1.
We were provided by the Successor Agency Journal Entry JR53889, dated 5/13/1 1.

For Item 104 we were provided by the Successor Agency, the Amended and Restated Cooperation

Agreement between the County of Santa Cruz and the Redevelopment Agency of the County of Santa
Cruz dated 2/15/1 1. Per Successor Agency this Agreement was invalidated 2/1/12 by California
Assembly Bil ABX1 26. However, per the Successor Agency, a portion of the noted cash asset was
expended for goods and services per the Cooperation Agreement prior to its invalidation, and a portion of
the noted cash asset was returned to the RDA Successor Agency on 9/1/1 1. We were provided by the
Successor Agency Journal Entry JS50475, dated 9/1/1 1.

For Items 106,111,112 and 116 we were provided by the Successor Agency, the Amended and Restated
Cooperation Agreement between the County of Santa Cruz and the Redevelopment Agency of the County
of Santa Cruz dated 2/15/11. Per Successor Agency this Agreement was invalidated 2/1/12 by California
Assembly Bil ABX1 26. However, per the Successor Agency, the noted asset was contractually
committed by The County of Santa Cruz in a Residential Purchase Agreement. We were provided by the
Successor Agency the California Residential Purchase Agreement and Joint Escrow Instruction Between
the County of Santa Cruz and Habitat for Humanity Santa Cruz, dated 6/20/11, as well as the Oversight
Board of the Santa Cruz County Redevelopment Successor Agency Resolution No. 5-20120B, dated

6/27/12. Per Successor Agency, the transfer of the item was acknowledged and confirmed by the
Oversight Board of the Santa Cruz County Redevelopment Successor Agency Resolution No. 5-20120B,
dated 6/27/12, and no review of said Oversight Board action was requested by the California Department
of Finance.

For Items 107,113,114 and 117 we were provided by the Successor Agency, the Amended and Restated
Cooperation Agreement between the County of Santa Cruz and the Redevelopment Agency of the County
of Santa Cruz dated 2/15/11. Per Successor Agency this Agreement was invalidated 2/1/12 by California
Assembly Bil ABX1 26. However, per the Successor Agency, the noted asset was contractually
committed by The County of Santa Cruz in a Residential Purchase Agreement. We were provided by the
Successor Agency the California Residential Purchase Agreement and Joint Escrow Instruction Between
the County of Santa Cruz and CFSC, dated 6/20/11, as well as the Oversight Board of the Santa Cruz
County Redevelopment Successor Agency Resolution No. 5-20120B, dated 6/27/12. Per Successor

Agency, the transfer of the item was acknowledged and confirmed by the Oversight Board of the Santa
Cruz County Redevelopment Successor Agency Resolution No. 5-20120B, dated 6/27/12, and no review
of said Oversight Board action was requested by the California Department of Finance.
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F or Items 108-110 and 115 we were provided by the Successor Agency, the Amended and Restated
Cooperation Agreement between the County of Santa Cruz and the Redevelopment Agency of the County
of Santa Cruz dated 2/15/1 1. Per Successor Agency this Agreement was invalidated 2/1/12 by California
Assembly Bil ABXl 26. However, per the Successor Agency, the noted asset was contractually
committed by The County of Santa Cruz in a Lease Agreement. We were provided by the Successor
Agency the Lease Agreement Between the Redevelopment Agency of the County of Santa Cruz and

Community Action Board of Santa Cruz, Inc.! Gemma, dated 6/26/07, as well as the Oversight Board of
the Santa Cruz County Redevelopment Successor Agency Resolution No. 5-20l20B, dated 6/27/12. Per

Successor Agency, the transfer of the item was acknowledged and confirmed by the Oversight Board of
the Santa Cruz County Redevelopment Successor Agency Resolution No. 5-20120B, dated 6/27/12, and
no review of said Oversight Board action was requested by the California Department of Finance.

For Item 118 we were provided by the Successor Agency, the Amended and Restated Cooperation

Agreement between the County of Santa Cruz and the Redevelopment Agency of the County of Santa
Cruz dated 2/15/1 1. Per Successor Agency this Agreement was invalidated 2/1 /12 by California
Assembly Bil ABXl 26. However, per the Successor Agency, the noted cash asset was contractually
committed by The County of Santa Cruz to fund an Independent Contractor Agreement. We were

provided by the Successor Agency the Independent Contractor Agreement Between the County of Santa
Cruz and Community Action Board, Inc., dated 6/20/11, as well as the Oversight Board of the Santa Cruz
County Redevelopment Successor Agency Resolution No. 5-20l20B, dated 6/27/12. Per Successor

Agency, the transfer of the item was acknowledged and confirmed by the Oversight Board of the Santa
Cruz County Redevelopment Successor Agency Resolution No. 5-20120B, dated 6/27/12, and no review
of said Oversight Board action was requested by the California Department of Finance.

For Item 119 we were provided by the Successor Agency, the Amended and Restated Cooperation

Agreement between the County of Santa Cruz and the Redevelopment Agency of the County of Santa
Cruz dated 2/15/1 1. Per Successor Agency this Agreement was invalidated 2/1/12 by California
Assembly Bill ABXl 26. However, per the Successor Agency, the noted cash asset was contractually
committed by The County of Santa Cruz to fund an Independent Contractor Agreement. We were

provided by the Successor Agency the Independent Contractor Agreement Between the County of Santa
Cruz and Rutan and Tucker, LLP, dated 7/1/11, as well as the Oversight Board of the Santa Cruz County
Redevelopment Successor Agency Resolution No. 5-20120B, dated 6/27/12. Per Successor Agency, the
transfer of the item was acknowledged and confirmed by the Oversight Board of the Santa Cruz County
Redevelopment Successor Agency Resolution No. 5-20120B, dated 6/27/12, and no review of said
Oversight Board action was requested by the California Department of Finance.

For Item 120 we were provided by the Successor Agency, the Amended and Restated Cooperation

Agreement between the County of Santa Cruz and the Redevelopment Agency of the County of Santa
Cruz dated 2/15/11. Per Successor Agency this Agreement was invalidated 2/1/12 by California
Assembly Bil ABXl 26. However, per the Successor Agency, the noted cash asset was contractually
committed by The County of Santa Cruz to fund an Independent Contractor Agreement. We were

provided by the Successor Agency the Independent Contractor Agreement Between the County of Santa
Cruz and Housing Authority of the County of Santa Cruz dated 6/20/11, as well as the Oversight Board of
the Santa Cruz County Redevelopment Successor Agency Resolution No. 5-20120B, dated 6/27/12. Per
Successor Agency, the transfer of the item was acknowledged and confirmed by the Oversight Board of
the Santa Cruz County Redevelopment Successor Agency Resolution No. 5-20l20B, dated 6/27/12, and
no review of said Oversight Board action was requested by the California Department of Finance.
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For Item 121 we were provided by the Successor Agency, the Amended and Restated Cooperation

Agreement between the County of Santa Cruz and the Redevelopment Agency of the County of Santa
Cruz dated 2/15/1 1. Per Successor Agency this Agreement was invalidated 2/1/12 by California
Assembly Bill ABX1 26. However, per the Successor Agency, the noted cash asset was contractually
committed by The County of Santa Cruz to fund an Independent Contractor Agreement. We were

provided by the Successor Agency the Independent Contractor Agreement Between the County of Santa
Cruz and Familes in Transition, dated 6/20/11, as well as the Oversight Board of the Santa Cruz County
Redevelopment Successor Agency Resolution No. 5-20120B, dated 6/27/12. Per Successor Agency, the
transfer of the item was acknowledged and confirmed by the Oversight Board of the Santa Cruz County
Redevelopment Successor Agency Resolution No. 5-20120B, dated 6/27/12, and no review of said
Oversight Board action was requested by the California Department of Finance.

For Item 122 we were provided by the Successor Agency, the Amended and Restated Cooperation

Agreement between the County of Santa Cruz and the Redevelopment Agency of the County of Santa
Cruz dated 2/15/11. Per Successor Agency this Agreement was invalidated 2/1/12 by California
Assembly Bill ABX1 26. However, per the Successor Agency, the noted cash asset was contractually
committed by The County of Santa Cruz to fund an Independent Contractor Agreement. We were

provided by the Successor Agency the Independent Contractor Agreement Between the County of Santa
Cruz and Santa Cruz Community Counseling Center, signed 6/20/11, as well as the Oversight Board of
the Santa Cruz County Redevelopment Successor Agency Resolution No. 5-20120B, dated 6/27/12. Per
Successor Agency, the transfer of the item was acknowledged and confirmed by the Oversight Board of
the Santa Cruz County Redevelopment Successor Agency Resolution No. 5-20120B, dated 6/27/12, and
no review of said Oversight Board action was requested by the California Department of Finance.

For Items 123-124 we were provided by the Successor Agency, the Amended and Restated Cooperation
Agreement between the County of Santa Cruz and the Redevelopment Agency of the County of Santa
Cruz dated 2/15/1 1. Per Successor Agency this Agreement was invalidated 2/1/12 by California
Assembly Bil ABX1 26. However, per the Successor Agency, the noted cash asset was contractually
committed by The County of Santa Cruz to fund an Independent Contractor Agreement. We were

provided by the Successor Agency the Independent Contractor Agreement Between the County of Santa
Cruz and Front Street Housing, Inc., dated 6/20/11, as well as the Oversight Board of the Santa Cruz
County Redevelopment Successor Agency Resolution No. 5-20120B, dated 6/27/12. Per Successor
Agency, the transfer of the item was acknowledged and confirmed by the Oversight Board of the Santa
Cruz County Redevelopment Successor Agency Resolution No. 5-20120B, dated 6/27/12, and no review
of said Oversight Board action was requested by the California Department of Finance.

For Item 125 we were provided by the Successor Agency, the Amended and Restated Cooperation

Agreement between the County of Santa Cruz and the Redevelopment Agency of the County of Santa
Cruz dated 2/15/1 1. Per Successor Agency this Agreement was invalidated 2/1/12 by California
Assembly Bil ABX1 26. However, per the Successor Agency, the noted cash asset was contractually
committed by The County of Santa Cruz to fund an Independent Contractor Agreement. We were

provided by the Successor Agency the Independent Contractor Agreement Between the County of Santa
Cruz and United Way of Santa Cruz, dated 6/20/11, as well as the Oversight Board of the Santa Cruz
County Redevelopment Successor Agency Resolution No. 5-20120B, dated 6/27/12. Per Successor
Agency, the transfer of the item was acknowledged and confirmed by the Oversight Board of the Santa
Cruz County Redevelopment Successor Agency Resolution No. 5-20120B, dated 6/27/12, and no review
of said Oversight Board action was requested by the California Department of Finance.
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For Item 126 we were provided by the Successor Agency, the Amended and Restated Cooperation

Agreement between the County of Santa Cruz and the Redevelopment Agency of the County of Santa
Cruz dated 2/15/11. Per Successor Agency this Agreement was invalidated 2/1/12 by California
Assembly Bil ABX1 26. However, per the Successor Agency, the noted cash asset was contractually
committed by The County of Santa Cruz to fund an Independent Contractor Agreement. We were

provided by the Successor Agency the Independent Contractor Agreement Between the County of Santa
Cruz and Housing Authority of the County of Santa Cruz, dated 6/22/11, as well as the Oversight Board
of the Santa Cruz County Redevelopment Successor Agency Resolution No. 5-20120B, dated 6/27/12.
Per Successor Agency, the transfer of the item was acknowledged and confirmed by the Oversight Board
of the Santa Cruz County Redevelopment Successor Agency Resolution No. 5-20120B, dated 6/27/12,
and no review of said Oversight Board action was requested by the California Department of Finance.

For Item 127 we were provided by the Successor Agency, the Amended and Restated Cooperation

Agreement between the County of Santa Cruz and the Redevelopment Agency of the County of Santa
Cruz dated 2/15/11. Per Successor Agency this Agreement was invalidated 2/1/12 by California
Assembly Bil ABX1 26. However, per the Successor Agency, the noted cash asset was contractually
committed by The County of Santa Cruz to fund an Affordable Housing Agreement. We were provided
by the Successor Agency the Affordable Housing Agreement Between the County of Santa Cruz and Mid-
Peninsula the Farm, Inc., (Aptos Blue Affordable Housing Agreement), dated 6/22/11, as well as the
Oversight Board of the Santa Cruz County Redevelopment Successor Agency Resolution No. 5-20120B,
dated 6/27/12. Per Successor Agency, the transfer of the item was acknowledged and confirmed by the
Oversight Board of the Santa Cruz County Redevelopment Successor Agency Resolution No. 5-20120B,
dated 6/27/12, and no review of said Oversight Board action was requested by the California Department
of Finance.

For Item 128 we were provided by the Successor Agency, the Amended and Restated Cooperation

Agreement between the County of Santa Cruz and the Redevelopment Agency of the County of Santa
Cruz dated 2/15/11. Per Successor Agency this Agreement was invalidated 2/1/12 by California
Assembly Bill ABX1 26. However, per the Successor Agency, the noted cash asset was contractually
committed by The County of Santa Cruz to fund an Affordable Housing Agreement. We were provided
by the Successor Agency the Affordable Housing Agreement by and between County of Santa Cruz and
Mid-Peninsula The Farm, Inc. (Atkinson Lane Affordable Housing Project), dated 6/22/11, as well as the
Oversight Board of the Santa Cruz County Redevelopment Successor Agency Resolution No. 5-20120B,
dated 6/27/12. Per Successor Agency, the transfer of the item was acknowledged and confirmed by the
Oversight Board of the Santa Cruz County Redevelopment Successor Agency Resolution No. 5-20120B,
dated 6/27/12, and no review of said Oversight Board action was requested by the California Department
of Finance.

For Item 129 we were provided by the Successor Agency, the Amended and Restated Cooperation

Agreement between the County of Santa Cruz and the Redevelopment Agency of the County of Santa
Cruz dated 2/15/11. Per Successor Agency this Agreement was invalidated 2/1/12 by Californian
Assembly Bill ABX1 26. However, per the Successor Agency, the noted cash asset was contractually
committed by The County of Santa Cruz to fund an Affordable Housing Agreement. We were provided
by the Successor Agency the Affordable Housing Agreement by and between County of Santa Cruz and
Midpen Housing Corporation (St. Stephens Affordable Housing Project), dated 6/22/11, as well as the
Oversight Board of the Santa Cruz County Redevelopment Successor Agency Resolution No. 5-20120B,
dated 6/27/12. Per Successor Agency, the transfer of the item was acknowledged and confirmed by the
Oversight Board of the Santa Cruz County Redevelopment Successor Agency Resolution No. 5-20120B,
dated 6/27/12, and no review of said Oversight Board action was requested by the California Department
of Finance.
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For Item 130 we were provided by the Successor Agency, the Amended and Restated Cooperation

Agreement between the County of Santa Cruz and the Redevelopment Agency of the County of Santa
Cruz dated 2/15/11. Per Successor Agency this Agreement was invalidated 2/1/12 by California
Assembly Bil ABXl 26. However, per the Successor Agency the noted cash asset was contractually
committed by The County of Santa Cruz to fund an affordable housing agreement. We were provided by
the Successor Agency the Affordable Housing Agreement by and between County of Santa Cruz and
South County Housing Corporation, dated 6/21/1 i, as well as the Oversight Board of the Santa Cruz
County Redevelopment Successor Agency Resolution No. 5-20120B, dated 6/27/12. Per Successor
Agency, the transfer of the item was acknowledged and confirmed by the Oversight Board of the Santa
Cruz County Redevelopment Successor Agency Resolution No. 5-20120B, dated 6/27/12, and no review
of said Oversight Board action was requested by the Cal ifornia Department of Finance.

For Item 131 we were provided by the Successor Agency the Amended and Restated Cooperation
Agreement between the County of Santa Cruz and the Redevelopment Agency of the County of Santa
Cruz dated 2/15/11. Per Successor Agency this Agreement was invalidated 2/1/12 by California
Assembly Bil ABXl 26. However, per the Successor Agency, the noted cash asset was contractually
committed by The County of Santa Cruz to fund an affordable housing agreement. We were provided by
the Successor Agency the Affordable Housing Agreement by and Between County of Santa Cruz and
CFSC, Inc. (Harper Street Affordable Housing Development), dated 6/22/11, as well as the Oversight
Board of the Santa Cruz County Redevelopment Successor Agency Resolution No. 5-20120B, dated

6/27/12. Per Successor Agency, the transfer of the item was acknowledged and confirmed by the
Oversight Board of the Santa Cruz County Redevelopment Successor Agency Resolution No. 5-20120B,
dated 6/27/12, and no review of said Oversight Board action was requested by the California Department
of Finance.

For Item 132 we were provided by the Successor Agency, the Amended and Restated Cooperation

Agreement between the County of Santa Cruz and the Redevelopment Agency of the County of Santa
Cruz dated 2/15/11. Per Successor Agency this Agreement was invalidated 2/1/12 by California
Assembly Bill ABXl 26. However, per the Successor Agency, the noted cash asset was contractually
committed by The County of Santa Cruz to fund a grant agreement. We were provided by the Successor
Agency the Grant Agreement by and Between County of Santa Cruz and Habitat for Humanity Santa
Cruz County, dated 6/20/11, as well as the Oversight Board of the Santa Cruz County Redevelopment
Successor Agency Resolution No. 5-20120B, dated 6/27/12. Per Successor Agency, the transfer of the
item was acknowledged and confirmed by the Oversight Board of the Santa Cruz County Redevelopment
Successor Agency Resolution No. 5-20120B, dated 6/27/12, and no review of said Oversight Board
action was requested by the California Department of Finance.

For Item 133 we were provided by the Successor Agency, the Amended and Restated Cooperation

Agreement between the County of Santa Cruz and the Redevelopment Agency of the County of Santa
Cruz dated 2/15/11. Per Successor Agency this Agreement was invalidated 2/1/12 by California
Assembly Bill ABXl 26. However, per the Successor Agency, the noted cash asset was contractually
committed by The County of Santa Cruz to fund a Settlement Agreement. We were provided by the
Successor Agency the Settlement Agreement Between the County of Santa Cruz and Save Our Seaclif

dated 6/22/11, as well as the Oversight Board of the Santa Cruz County Redevelopment Successor
Agency Resolution No. 5-20120B, dated 6/27/12. Per Successor Agency, the transfer of the item was
acknowledged and confirmed by the Oversight Board of the Santa Cruz County Redevelopment

Successor Agency Resolution No. 5-20120B, dated 6/27/12, and no review of said Oversight Board
action was requested by the California Department of Finance.
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For Item 134 we were provided by the Successor Agency, the Amended and Restated Cooperation

Agreement between the County of Santa Cruz and the Redevelopment Agency of the County of Santa
Cruz dated 2/15/1 1. Per Successor Agency this Agreement was invalidated 2/1/12 by California
Assembly Bill ABXl 26. However, per the Successor Agency, the noted cash asset was contractually
committed by The County of Santa Cruz to fund an Independent Contractor Agreement. We were

provided by the Successor Agency the Independent Contractor Agreement Between the County of Santa
Cruz and Keyser Marsten, dated 6/20/11. In the opinion of the Successor Agency this agreement and
Assembly Bill 1484, as approved by the Governor on June 27, 2012, Section 9 of the Health and Safety
Code Section 34176(a)(l) is the legal basis for the transfer.

For Item 135 we were provided by the Successor Agency, the Amended and Restated Cooperation

Agreement between the County of Santa Cruz and the Redevelopment Agency of the County of Santa
Cruz dated 2/15/11 and in the opinion of the Successor Agency this agreement and Assembly Bil 1484,
as approved by the Governor on June 27, 2012, Section 9 of the Health and Safety Code Section

34176(a)(l) is the legal basis for the transfer.

For the transfers made for the period from February 1,2012 through June 30, 2012 (Exhibit 2B-01).

For items 1 - 117, in the opinion of the Successor Agency, Assembly Bill 1484, as approved by the

Governor on June 27, 2012, Section 9 of the Health and Safety Code Section 34176(a)(l) is the legal
basis for the transfers. Additional support for selected items is noted below.

For items 89-117, please see items 106-133 (Exhibit 2A-Ol) and in our Results/Findings for items
transferred between 1/1/11 and 1/31/12 on pages 13 to 17, herein. Per Successor Agency, these items are
included in both Exhibits 2A-Ol and 2B-Ol as the item was originally transferred prior to 2/1/12 and then
the transfer was confirmed by the Oversight Board on 6/27/12.

Citation:

Section 34179.5(c)(3)-The dollar value of any cash or cash equivalents transferred after January 1, 2011,
through June 30, 2012, by the redevelopment agency or the successor agency to any other public agency
or private party and the purpose of each transfer. The review shall provide documentation of any

enforceable obligation that required the transfer.

Page 18 of30
,~ 6



~9

Procedure 3:

If the State Controller's Offce has completed its review of transfers required under both Sections 34167.5
and 34178.8 and issued its report regarding such review, attach a copy of that report as an exhibit to the
AUP report. If this has not yet occurred, perform the following procedures:

A. Obtain a listing prepared by the Successor Agency of transfers (excluding payments for goods

and services) from the former redevelopment agency to any other public agency or to private
parties for the period from January 1,2011 through January 31, 2012. For each transfer, the
Successor Agency should describe the purpose of the transfer and describe in what sense the
transfer was required by one of the Agency's enforceable obligations or other legal requirements.
Provide this listing as an attachment to the AUP report.

B. Obtain a listing prepared by the Successor Agency of transfers (excluding payments for goods

and services) from the Successor Agency to any other public agency or private parties for the
period from February 1,2012 through June 30, 2012. For each transfer, the Successor Agency
should describe the purpose of the transfer and describe in what sense the transfer was required
by one of the Agency's enforceable obligations or other legal requirements. Provide this listing
as an attachment to the AUP report.

C. For each transfer, obtain the legal document that formed the basis for the enforceable obligation
that required any transfer. Note in the AUP report the absence of any such legal document or the
absence of language in the document that required the transfer.

Results/Findings:

Procedure 3A:

Per Successor Agency, there were no transfers (excluding payments for goods and services) from the
former redevelopment agency to any other public agency or to private parties for the period from January
1,2011 through January 31, 2012.

Procedure 3B:

Per Successor Agency, there were no transfers (excluding payments for goods and services) from the
Successor Agency to any other public agency or to private parties for the period from February 1, 2012
through June 30, 2012.

Procedure 3C:

Not applicable.

Citation:

34179.5(c)(4) The review shall provide expenditure and revenue accounting information and identif

transfers and funding sources for the 2010-11 and 2011-12 fiscal years that reconciles balances, assets,
and liabilties of the successor agency on June 30,2012 to those reported to the Controllerfor the 2009-
10fiscal year.
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Procedure 4:

A. Obtain from the Successor Agency a summary of the financial transactions of the Redevelopment

Agency and the Successor Agency in the format set forth in the attached schedule for the fiscal
periods indicated in the schedule. For purposes of this summary, the financial transactions should
be presented using the modified accrual basis of accounting. End of year balances for capital
assets (in total) and long-term liabilities (in total) should be presented at the bottom of this
summary schedule for information purposes.

B. Ascertain that for each period presented, the total of revenues, expenditures, and transfers

accounts fully for the changes in equity from the previous fiscal period.

C. Compare amounts in the schedule relevant to the fiscal year ended June 30, 2010 to the state
controller's report fied for the Redevelopment Agency for that period.

D. Compare amounts in the schedule for the other fiscal periods presented to account balances in the
accounting records or other supporting schedules. Describe in the report the type of support

provided for each fiscal period.

Results/Findings:

See Exhibit 4-01 for the summary of the financial transactions of the Redevelopment Agency and the
Successor Agency for fiscal periods 2010-2012.

We ascertained that for each period presented, the total of revenues, expenditures, and transfers accounts
for the changes in equity from the previous fiscal period.

We compared amounts in the schedule relevant to the fiscal year ended June 30, 2010 to the State
Controller's report fied for the Redevelopment Agency for that period without exception.

We compared amounts in the schedule relevant to the fiscal year ended June 30, 2011 to the Basic
Financial Statement and Independent Auditors' Reports for the Redevelopment Agency for that period
without exception.

We compared amounts in the schedule relevant to the seven months ended January 31, 2012 to the
accounting records for the Redevelopment Agency for that period without exception.

We compared amounts in the schedule relevant to the five months ended June 30, 2012 to the accounting
records for the Successor Agency for that period without exception.

Citation:

Section 34179.5(c)(5)-A separate accounting for the balance for the Low and Moderate Income Housing
Fund for all other funds and accounts combined shall be made as follows:

(A) A Statement of the total value of each fund as of June 30,2012.
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Procedure 5:

Obtain from the Successor Agency a listing of all assets of All Other Funds Combined (Excluding Low
and Moderate Income Housing Fund) as of June 30, 2012 for the report that is due December 15,2012.
When this procedure is applied to the Low and Moderate Income Housing Fund, the schedule attached as
an exhibit will only include those assets of the Low and Moderate Housing Fund that were held by the
Successor Agency as of June 30, 2012 and wil exclude all assets held by the entity that assumed the
housing function previously performed by the former redevelopment agency. Agree the assets so listed to
recorded balances reflected in the accounting records of the Successor Agency. The listings should be
attached as an exhibit to the appropriate AUP report.

Results/Findings:

See Exhibit 5-01 for a listing of all assets of All Other Funds Combined (Excluding the Low and
Moderate Income Housing Fund) as of June 30, 2012. No exceptions were noted.

Citation:

Section 34179.5(c)(5)(B)-An itemized statement listing any amounts that are legally restricted as to
purpose and cannot be provided to taxing entites. This could include the proceeds of any bonds, grant

funds, or funds provided by other governmental entites that place conditions on their use.

Procedure 6:

Obtain from the Successor Agency a listing of asset balances held on June 30, 2012 that are restricted for
the following purposes:

A. Unspent bond proceeds:

i) Obtain the Successor Agency's computation of the restricted balances (e.g., total proceeds less
eligible project expenditures, amounts set aside for debt service payments, etc.)

ii) Trace individual components of this computation to related account balances in the accounting

records, or to other supporting documentation (specify in the AUP report a description of such
documentation)

iii) Obtain from the Successor Agency a copy of the legal document that sets forth the restriction
pertaining to these balances. Note in the AUP report the absence of language restricting the use
of the balances that were identified by the Successor Agency as restricted.

B. Grant proceeds and program income that are restricted by third parties:

i) Obtain the Successor Agency's computation of the restricted balances (e.g. total proceeds less
eligible project expenditures).

ii) Trace individual components of this computation to related account balances in the accounting

records, or to other supporting documentation (specify in the AUP report a description of such
documentation).

iii) Obtain from the Successor Agency a copy of the grant agreement that sets forth the restriction
pertaining to these balances. Note in the AUP report the absence of language restricting the use
of the balances that were identified by the Successor Agency as restricted.
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C. Other assets considered to be legally restricted:

i) Obtain the Successor Agency's computation of the restricted balances (e.g., total proceeds less
eligible project expenditures).

ii) Trace individual components of this computation to related account balances in the accounting

records, or to other supporting documentation (specify in the AUP report a description of such
documentation).

iii) Obtain from the Successor Agency a copy of the legal agreement that sets forth the restriction
pertaining to these balances. Note in the AUP report the absence of language restricting the use
of the balances that were identified by the Successor Agency as restricted.

D. Attach the above mentioned Successor Agency prepared schedule (s) as an exhibit to the AUP in

report. For each restriction identified on these schedules, indicate in the report the period of time
for which the restrictions are in effect. If the restrictions are in effect until the related assets are
expended for their intended purpose, this should be indicated in the report.

Results/Findings:

Procedure 6A

See Exhibit 6A-01 for the listing of asset balances held on June 30, 2012 that are restricted for the
purpose of unspent bond proceeds.

We agreed the individual components of this listing for Items 1-3 to related account balances in the
accounting records noting no exceptions.

Items 4-5 were not in the accounting records. Per Successor Agency, these are assets that were transferred
from the Redevelopment Agency to the County between 1/1/11 and 1/31/12, and were either not
encumbered in third part agreements by 6/28/11 or encumbered in third party agreements by 6/28/11, but
became unencumbered by 6/30/12. Per Exhibit 2A, these amounts are to be returned from the County to
the Successor Agency, but were not part of the Successor Agency's assets as of 6/30/12.

Per Successor Agency the balances for Items 1-5 are restricted due to Indenture of Trusts.

For Item 1 we were provided the following:

Indenture of Trust dated 8/1/2000 between BNY Western Trust Company and County of Santa
Cruz Redevelopment Agency.

Indenture of Trust dated 10/1/2000 between BNY Western Trust Company and County of Santa
Cruz Redevelopment Agency.

Indenture of Trust dated 8/1/2003 between BNY Western Trust and County of Santa Cruz
Redevelopment Agency.

Indenture of Trust dated 10/1 12005 between the Bank of New York Trust Company and County
of Santa Cruz Redevelopment Agency.
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Indenture of Trust dated 4/1/2007 between The Bank of New York Trust Company, N.A. and
County of Santa Cruz Redevelopment Agency.

Indenture of Trust dated 10/1/2007 between The Bank of New York Trust Company, N.A. and
County of Santa Cruz Redevelopment Agency.

Indenture of Trust dated 111/2009 with The Bank of New York Mellon Trust Company, N.A. and
County of Santa Cruz Redevelopment Agency.

Indenture of Trust dated 6/1/2010 between The Bank of New York Mellon Trust Company, N.A.
and County of Santa Cruz Redevelopment Agency.

Indenture of Trust dated 2/1/2011 between The Bank of New York Mellon Trust Company, N.A.
and County of Santa Cruz Redevelopment Agency.

For Item 2 we were provided the following:

Indenture of Trust dated 10/1 /2005 between the Bank of New York Trust Company and County
of Santa Cruz Redevelopment Agency.

Indenture of Trust dated 11112009 with The Bank of New York Mellon Trust Company, N.A. and
County of Santa Cruz Redevelopment Agency.

Indenture of Trust dated 2/1/2011 between The Bank of New York Mellon Trust Company, N.A.
and County of Santa Cruz Redevelopment Agency.

For Item 3 we were provided the following:

Indenture of Trust dated 1 OII /2000 between BNY Western Trust Company and County of Santa
Cruz Redevelopment Agency.

Indenture of Trust dated 101112005 between the Bank of New York Trust Company and County
of Santa Cruz Redevelopment Agency.

Indenture of Trust dated 6/1/2010 between The Bank of New York Mellon Trust Company, N.A.
and County of Santa Cruz Redevelopment Agency.

Indenture of Trust dated 2/1/201 I between The Bank of New York Mellon Trust Company, N.A.
and County of Santa Cruz Redevelopment Agency.

For Item 4 we were provided the following:

Indenture of Trust dated 10/1/2005 between the Bank of New York Trust Company and County
of Santa Cruz Redevelopment Agency.

Indenture of Trust dated 111/2009 with The Bank of New York Mellon Trust Company, N.A. and
County of Santa Cruz Redevelopment Agency.

Indenture of Trust dated 2/1/2011 between The Bank of New York Mellon Trust Company, N.A.
and County of Santa Cruz Redevelopment Agency.
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For Item 5 we were provided the following:

Indenture of Trust dated 10/1/2000 between BNY Western Trust Company and County of Santa
Cruz Redevelopment Agency.

Indenture of Trust dated 10/1/2005 between the Bank of New York Trust Company and County
of Santa Cruz Redevelopment Agency.

Indenture of Trust dated 6/1/2010 between The Bank of New York Mellon Trust Company, N.A.
and County of Santa Cruz Redevelopment Agency.

Indenture of Trust dated 2/1/2011 between The Bank of New York Mellon Trust Company, N.A.
and County of Santa Cruz Redevelopment Agency.

Procedure 6B

Per Successor Agency, there are no asset balances held on June 30, 2012 that are restricted because the
assets were from grant proceeds or program income that are restricted by third parties.

Procedure 6C

See Exhibit 6C-01 for the listing of asset balances held on June 30, 2012 that are considered restricted,
per the Successor Agency, for the following purpose: other assets considered to be legally restricted. We
agreed the individual components of this listing to related account balances in the accounting records
noting no exceptions.

For Item 1 we were provided by the Successor Agency, the Trial Balance Detail Inquiry Report noting the
payable. In the opinion of the Successor Agency, this documentation forms the basis for the restricting of
these assets.

For Item 2 we were provided by the Successor Agency, the Trial Balance Detail Inquiry Report noting the
Pay Period 14 accrual. In the opinion of the Successor Agency, this documentation forms the basis for the
restricting of these assets.

For Items 3-4 we were provided by the Successor Agency, the Trial Balance Detail Inquiry Report noting
the stale dated warrants (outstanding checks dated over six months past that have not yet been cashed). In
the opinion of the Successor Agency, this documentation forms the basis for the restricting of these
assets.

For Item 5 we were provided by the Successor Agency, the Actual Transactions Report for All Accruals
for the 5 months ended 6/30/12, and noted the "Due to amount". In the opinion of the Successor Agency,
this documentation forms the basis for the restricting of these assets.

Citation:

Section 34179.5(c)(5)(C)-An itemized statement of the values of any assets that are not cash or cash

equivalents. This may include physical assets, land, records, and equipment. For the purpose of this
accounting, physical assets may be valued at purchase cost or at any recently estimated market value.
The statement shaUlist separately housing-related assets.
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Procedure 7:

Perform the following procedures:

A. Obtain from the Successor Agency a listing of assets as of June 30, 2012 that are not liquid or
otherwise available for distribution (such as capital assets, land held for resale, long term
receivables, etc.) and ascertain if the values are listed at either purchase cost (based on book
value reflected in the accounting records of the Successor Agency) or market value as
recently estimated by the Successor Agency.

B. If the assets listed at 7(A) are listed at purchase cost, trace the amounts to previously audited
financial statements (or to the accounting records of the Successor Agency) and note any
differences.

C. For any differences noted in 7(B), inspect evidence of disposal of the asset and ascertain that
the proceeds were deposited into the Successor Agency trust fund. If the differences are due
to additions (this generally is not expected to occur), inspect the supporting documentation
and note the circumstances.

D. If the assets listed at 7(A) are listed at recently estimated market value, inspect the evidence

(if any) supporting the value and note the methodology used. If no evidence is available to
support the value and/or methodology, note the lack of evidence.

Res u Its/Fin din gs:

Procedure 7A

See Exhibit 7-01 for a listing of assets as of June 30, 2012 that are not liquid or otherwise available for
distribution.

Procedure 7B

We agreed the assets listed, which were at purchase cost, to previously audited financial statements of the
Santa Cruz Redevelopment Agency for the year ended June 30, 2011. No exceptions were noted.

Procedure 7C-7D

Not applicable. See results findings of procedure 7B.

Citation:

Section 34179.5(c)(5)(D)-An itemized listing of any current balances that are legally or contractually
dedicated or restricted for the funding of an enforceable obligation that identifes the nature of the
dedication or restriction and the specifc enforceable obligation. In addition. the successor agency shall
provide a listing of all approved enforceable obligations that includes a projection of annual spending
requirements to satisfy each obligation and a projection of annual revenues available to fund those

requirements. If a review finds that future revenues together with dedicated balances are insuffcient to
fund future obligations and thus retention of current balance is required, it shall identif the amount of
current balances necessary for retention. The review shall also detail the projected property tax revenues
and other general purpose revenues to be received by the Successor Agency, together with both the
amount and timing of the bond debt service payments of the successor agency, for the period in which the
oversight board anticipates the successor agency wil have insuffcient property tax revenue to pay the
specifed obligations.
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Procedure 8:

Perform the following procedures:

A. If the Successor Agency believes that asset balances need to be retained to satisfy enforceable
obligations, obtain from the Successor Agency an itemized schedule of asset balances (resources)
as of June 30, 2012 that are dedicated or restricted for the funding of enforceable obligations and
perform the following procedures. The schedule should identify the amount dedicated or
restricted, the nature of the dedication or restriction, the specific enforceable obligation to which
the dedication or restriction relates, and the language in the legal document that is associated with
the enforceable obligation that specifies the dedication of existing asset balance toward payment
of that obligation.

i) Compare all information on the schedule to the legal documents that form the basis for the
dedication or restriction of the resource balance in question.

ii) Compare all current balances to the amounts reported in the accounting records of the Successor
Agency or to an alternative computation.

iii) Compare the specified enforceable obligations to those that were included in the final Recognized
Obligation Payment Schedule approved by the California Department of Finance.

iv) Attach as an exhibit to the report the listing obtained from the Successor Agency. Identify in the
report any listed balances for which the Successor Agency was unable to provide appropriate
restricting language in the legal document associated with the enforceable obligation.

B. If the Successor Agency believes that future revenues together with balances dedicated or

restricted to an enforceable obligation are insuffcient to fund future obligation payments and thus
retention of current balances is required, obtain from the Successor Agency a schedule of
approved enforceable obligations that includes a projection of the annual spending requirements
to satisfy each obligation and a projection of the annual revenues available to fund those

requirements and perform the following procedures:

i) Compare the enforceable obligations to those that were approved by the California Department of
Finance. Procedures to accomplish this may include reviewing the letter from the California
Department of Finance approving the Recognized Enforceable Obligation Payment Schedules for
the six month period from January 1, 2012 through June 30, 2012 and for the six month period
July 1,2012 through December 31,2012.

ii) Compare the forecasted annual spending requirements to the legal document supporting each the
enforceable obligation.

iii) Obtain from the Successor Agency its assumptions relating to the forecasted annual spending
requirements and disclose in the report major assumptions associated with the projections.

Page 26 of30

~..~ 6



37

iv) For the forecasted annual revenues:

v) Obtain from the Successor Agency its assumptions for the forecasted annual revenues and
disclose in the report major assumptions associated with the projections.

vi) If the Successor Agency believes that projected property tax revenues and other general purpose

revenues to be received by the Successor Agency are insufficient to pay bond debt service
payments (considering both the timing and amount of the related cash flows), obtain from the
Successor Agency a schedule demonstrating this insuffciency and apply the following
procedures to the information reflected in that schedule.

vii) Compare the timing and amounts of bond debt service payments to the related bond debt service
schedules in the bond agreement.

vii) Obtain the assumptions for the forecasted property tax revenues and disclose major assumptions
associated with the projections.

ix) Obtain the assumptions for the forecasted other general purpose revenues and disclose major
assumptions associated with the projections.

D. If procedures A, B or C were performed, calculate the amount of current unrestricted balances

necessary for retention in order to meet the enforceable obligations by performing the following
procedures.

i) Combine the amount of identified current dedicated or restricted balances and the amount of
forecasted annual revenues to arrive at the amount of total resources available to fund enforceable
obligations.

ii) Reduce the amount of total resources available by the amount forecasted for the annual spending
requirements. A negative result indicates the amount of current unrestricted balances that needs
to be retained.

iii) Include the calculation in the AUP report.

Results/Findings:

Procedure SA

See Exhibit 8A-01 for the itemized schedule of asset balances (resources) as of June 30, 2012, per
Successor Agency that are dedicated or restricted for the funding of enforceable obligations.

We agreed the total of the amount of enforceable obligations to the amounts reported in the accounting
records with the following exception:

Total amount of enforceable obligations per schedule (Exhibit 8-01) as of
June 30, 2012 $ 1,132,305

Accounting Records of Successor Agency as of June 30, 2012 $ 1,700,727

Difference $ 568,422
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Per Successor Agency, the $568,422 difference represents unencumbered cash that is in the same cash
account as the restricted cash.

We compared the specified enforceable obligations to those that were included in the ROPS for the
period January 1, 2012 through June 30, 2012 that were approved by the California Department of
Finance. No exceptions were noted.

For the itemized schedule of asset balances as of June 30, 2012 that are restricted for the funding of
enforceable obligations (Exhibit 8A-Ol) we were provided by the Successor Agency the following
documents:

Item-I-Indenture of Trust dated 8/112000 between BNYWestern Trust Company and County of Santa
Cruz Redevelopment Agency.

Item 2- Indenture of Trust dated 10/1 /2000 between BNY Western Trust Company and County of Santa
Cruz Redevelopment Agency.

Item 3- Indenture of Trust dated 8/1/2000 between BNY Western Trust Company and County of Santa
Cruz Redevelopment Agency.

Indenture of Trust dated 10/1/2000 between BNY Western Trust Company and County of Santa
Cruz Redevelopment Agency.

Indenture of Trust dated 8/112003 between BNY Western Trust Company and County of Santa
Cruz Redevelopment Agency.

Indenture of Trust dated 10/1/2005 between the Bank of New York Trust Company and County
of Santa Cruz Redevelopment Agency.

Indenture of Trust dated 4/112007 between The Bank of New York Trust Company, N.A. and
County of Santa Cruz Redevelopment Agency.

Indenture of Trust dated 10/1/2007 between The Bank of New York Trust Company, N.A. and
County of Santa Cruz Redevelopment Agency.

Indenture of Trust dated 1/1/2009 between The Bank of New York Mellon Trust Company, N.A.
and County of Santa Cruz Redevelopment Agency.

Indenture of Trust dated 6/1/2010 between The Bank of New York Mellon Trust Company, N.A.
and County of Santa Cruz Redevelopment Agency.

Indenture of Trust dated 2/112011 between The Bank of New York Mellon Trust Company, N.A.
and County of Santa Cruz Redevelopment Agency.

In the opinion of the Successor Agency, Paragraph 4.02 of each of the above referenced documents, for
Items 1-3, forms the legal basis of the appropriate restricting language associated with the enforceable
obligation.

Item 4-Independent Contractor Agreement between Santa Cruz County Redevelopment Agency and
Rutan and Tucker, dated 7/1/05 and amended 6/23/11 and the related Request for Approval, dated
6/27/11.
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Procedure 8B

The procedure is not applicable. The Successor Agency does not believe that future revenues plus current
balances are insuffcient to fund future obligation payments.

Procedure 8e

The procedure is not applicable. The Successor Agency does not believe that future revenues plus current
balances are insufficient to fund bond debt service payments.

Procedure 8D

The calculation of the amount of current unrestricted balances necessary for retention in order to meet the
enforceable obligations is as follows:

Identified current dedicated or restricted balances $ 1,132,305

Forecasted annual revenues

Total resources available to fund enforceable obligations $ 1,132,305

Forecasted annual spending requirements 1,132,305

Amount of current unrestricted balances necessary for retention $

Section 34179.5(c)(5)(E)-An itemized list and analysis of any amounts of current balances that are
needed to satisfy obligations that wil be placed on the Recognized Obligation Payment Schedules for the
current fiscal year.

Procedure 9:

If the Successor Agency believes that cash balances as of June 30, 2012 need to be retained to satisfy
obligations on the Recognized Obligation Payment Schedule (ROPS) for the period of July 1, 2012
through June 30, 2013, obtain a copy of the final ROPS for the period of July 1,2012 through December
31,2012 and a copy of the final RaPS for the period January 1,2013 through June 30, 2013. For each
obligation listed on the ROPS, the Successor Agency should add columns identifying (1) any dollar
amounts of existing cash that are needed to satisfy that obligation and (2) the Successor Agency's

explanation as to why the Successor Agency believes that such balances are needed to satisfy the
obligation. Include this schedule as an attachment to the AUP report.

Results/Findings:

See Exhibit 9-01 for the listing of cash balances as of June 30, 2012 that need to be retained to satisfy
obligations on the Recognized Obligation Payment Schedule (RaPS) for the period of July 1, 2012
through June 30, 2013.
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Citation:

Section 34179.5(c)(6)-The review shall total the net balances available after deducting the total amounts

described in subparagraphs (B) to (E), inclusive, of paragraph (5). The review shall add any amounts
that were transferred as identifed in paragraphs (2) and (3) of subdivision (c) if an enforceable

obligation to make that transfer did not exist. The resultng sum shall be available for allocation to
affected taxing authorites pursuant to Section 34179.6. It shall be a rebuttable presumption that cash
and cash equivalent balances available to the Successor Agency are available and suffcient to disburse
the amount determined in this paragraph to taxing entities. If the review finds that there are insuffcient
cash balances to transfer or that cash or cash equivalents are specifcally obligated to the purposes

described in subparagraphs (B), (D), and (E) of paragraph (5) in such amounts that there is insuffcient
cash to provide the full amount determined pursuant to this paragraph, that amount shall be

demonstrated in an additional itemized schedule.

Procedure 10:

Include (or present) a schedule detailing the computation of the Balance Available for Allocation to
Affected Taxing Entities. Amounts included in the calculation should agree to the results of the
procedures performed in each section above. The schedule should also include a deduction to recognize
amounts already paid to the County Auditor-Controller on July 12, 2012 as directed by the California
Department of Finance. The amount of this deduction presented should be agreed to evidence of
payment. The attached example summary schedule may be considered for this purpose. Separate
schedules should be completed for the Low and Moderate Income Housing Fund and for all other funds
combined (excluding the Low and Moderate Income Housing Fund).

Results/Fin din gs:

See attached Exhibit 10-01 for the schedule detailing the computation of the Balance Available for

Allocation to Affected Taxing Entities.

We agreed the amount of the deduction to recognize amounts already paid to the County Auditor-
Controller on July 12,2012, per Exhibit 10-01, to the Accounting Records of the Successor Agency. No
exceptions were noted.

Procedure 11:

Obtain a representation letter from Successor Agency management acknowledging their responsibility for
the data provided to the practitioner and the data presented in the report or in any attachments to the

report. Included in the representations should be an acknowledgement that management is not aware of
any transfers (as defined by Section 34179.5) from either the former redevelopment agency or the
Successor Agency to other period from January 1, 2011 through June 30, 2012 that may not have been
properly identified in the AUP report and its related exhibits. Management's refusal to sign the
representation letter should be noted in the AUP report as required by attestation standards.

Result/Findings:

Said management representation letter was received. No exceptions noted.
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Cl

Exhibit 4-01: Summary of the Financial Transactions of the Redevelopment Agency (Disolved Agency) and the Santa Cruz County Successor
Agency for fiscal periods 2010-2012

Assets (modified accrual basis)
Cash with County Treasury
Cash with fiscal agent
Cash restricted for debt service
Receivables:
Loans - Housing
Intergovernmental
Accounts or Other

Land held for resale

Due from other funds

Total Assets $ 153,207,414 $ 67,333,792 $ 72,312,106 $ 28,132,220

Liabilities (modified accrual basis)
Accounts payable - claims $ 1,450,379 $ 389,099 $ 414,631 $ 190,263

Accounts payable - payroll 93,205 115,856 2,655

Due to other funds 19,651 4,446 31,829 7,762
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November 8,2012

Ms. Kim Namba, Administratie Services Manager
County of Santa Cruz
710 Ocean Street, Room 520
Santa Cruz, CA 95060

Dear Ms. Namba:

Subject: Low and Moderate Income Housing Fund Due Diligence Review

Pursuant to Health and Safety Code (HSC) section 34179.6 (c), the County of Santa Cruz
(Agency) submitted an oversight board approved Low and Moderate Income Housing Fund Due
Dilgence Review (DDR) to the California Department of Finance (Finance) on October 9, 2012.
The purpose of the review was to determine the amount of cash and cash equivalents available
for distribution to the affected taxing entities. Pursuant to HSC section 34179.6 (d), Finance has
completed its review of your DOR, which may have included obtaining clarification for various
items.

Based on our review, Finance made no adjustments to the Low and Moderate Income Housing
Fund (LMIHF) balance available for allocation to the affected taing entites. As a result, the
Agency's LMIHF balance available for distribution to the affected taing entities is $80,386.

HSC section 34179.6 (f) requires successor agencies to transmit to the county auditor-controller
the amount of funds identiied above within five working days, plus any interest those sums
accumulated while in the possession of the recipient.

If funds identified for transmission are in the possession of the successor agency, and if the
successor agency is operated by the city or county that created the former redevelopment
agency, then failure to transmit the identifed funds may result in offsets to the city's or the
county's sales and use tax allocation, as well as it propert tax allocation. If funds identified for
transmission are in the possession of another taxing entity, that taxing entity's failure to remit
those funds may result in offets to its sales and use tax allocation or to its propert ta
allocation.

Failure to transmit the identified funds will also prevent the Agency from being able to receive a
finding of completion from Finance. Without a finding of completion, the Agency will be unable
to take advantage of the provisions detailed in HSC section 34191.4. Specifcally, these
provisions allow certain loan agreements between the former redevelopment agency (RDA) and
the city, county, or cit and county that created the RDA to be considered enforceable
obligations. These provisions also allow certain bond proceeds to be used for the purposes in

which they were sold and allows for the transfer of real propert and interests into the

6



Ms. Namba
November 8, 2012
Page 2

Community Redevelopment Property Trust Fund once Finance approves the Agency's 10ngM
range propert management plan.

In addition to the consequences abova, willful failure to return assets that were deemed an
unallowable transfer or failure to remit the funds identified above could expose certain
individuals to criminal penalties under existing law.

Pursuant to HSC secton 34167.5 and 34178.8, the California State Controller's Offce
(Controller) has the authority to claw back assets that were inappropriately transferred to the
city, county, or any other public agency. Determinations outlined in this letter and Finance's
Housing Assets Transfer letter dated August 31, 2012 do not in any way eliminate the
ControJlets authority.

Please direct inquiries to Robert Scott, Supervisor or Derk Symons, Lead Analyst at
(916) 445-1546.

Sincerely,

4~
~~I-

STEVE SZALAY
Local Government Consultant

cc: Ms. Carol Kelly, Assistant Chief Administrative Oficer, County of Santa Cruz
Ms. Mary Jo Walker, Auditor Controller, County of Santa Cruz
California State Controller's Office

C\ (
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County of Santa Cruz
SANTA CRUZ COUNTY REDEVELOPMENT SUCCESSOR AGENCY

701 OCEAN STREET, ROOM 510, SANTA CRUZ, CA 95060-4073

(831) 454-2280 FAX: (831) 454-3420 TOO: (831) 454-2123

December 21,2012 Agenda: January 10, 2013

Oversight Board
Santa Cruz County Redevelopment Successor Agency
County of Santa Cruz
701 Ocean Street
Santa Cruz, CA 95060

SUBMISSION OF FINANCIAL REPORTS OF THE SANTA CRUZ COUNTY
REDEVELOPMENT AGENCY FOR THE SEVEN MONTH PERIOD ENDED JANUARY

31,2012 AND THE SANTA CRUZ COUNTY REDEVELOPMENT SUCCESSOR
AGENCY FOR THE FIVE MONTH PERIOD ENDED JUNE 30, 2012

Dear Members of the Board:

Pursuant to Section 33080.1 of the Health and Safety Code of the State of California,
attached are:

· The Annual Basic Financial Statements and Independent Auditors' Reports of
the Santa Cruz County Redevelopment Agency for the seven month period
ending January 31,2012; and

· The Annual Basic Financial Statements and Independent Auditors' Reports of
the Santa Cruz County Redevelopment Successor Agency for the five month
period ending June 30, 2012.

The audit opinion for both was unqualified in stating that the financial positions of the
Santa Cruz County Redevelopment Agency and the Santa Cruz County Redevelopment
Successor Agency are presented fairly, in all material respects, and that the results of
their operations for the seven month period ended January 31, 2012 and the five month
period ended June 30,2012, together covering the fiscal year ended June 30, 2012, are
in conformity with generally accepted accounting principles. In addition to copies being
provided for each Board member, a copy of each report is on file with the Clerk of the
Board.
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Oversight Board
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Page 2

It is therefore RECOMMENDED that your Board approve the attached resolution
accepting and filing these reports.

Very truly yours,

OM MENDED:

Susan A. Mauriello
County Administrative Officer

Attachments:
1. Resolution

2. Basic Financial Statements and Independent Auditors' Reports of the Santa

Cruz County Redevelopment Agency for the seven month period ended
January 31, 2012 (on file with the Clerk of the Board and a copy to each
Board Member))

3. Basic Financial Statements and Independent Auditors' Reports of the Santa
Cruz County Redevelopment Successor Agency for the five month period
ended June 30, 2012 (on file with the Clerk of the Board and a copy to each
Board Member)

Copy to: County Administrative Office
Aud ¡tor-Controller
Redevelopment Successor Agency

7
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BEFORE THE SANTA CRUZ COUNTY
REDEVELOPMENT SUCCESSOR AGENCY OVERSIGHT BOARD

RESOLUTION NO.

On the motion of
adopted:

duly seconded by the following resolution is

RESOLUTION ACCEPTING AND FILING FINANCIAL REPORTS
OF THE SANTA CRUZ COUNTY REDEVELOPMENT AGENCY
FOR THE SEVEN MONTH PERIOD ENDED JANUARY 31,2012

AND THE SANTA CRUZ COUNTY REDEVELOPMENT
SUCCESSOR AGENCY FOR THE FIVE MONTH PERIOD

ENDED JUNE 30, 2012

WHEREAS, the Santa Cruz County Redevelopment Successor Agency Oversight Board
("Oversight Board") has been established to direct the Santa Cruz County Redevelopment
Successor Agency ("Successor Agency") to take certain actions to wind down the affairs of the
former Santa Cruz County Redevelopment Agency ("Agency") in accordance with the
requirements of Assembly Bill 26 ("ABx1 26"), also known as chapter 5, Statutes 2011, First
Extraordinary Session, which added Part 1.8 and Part 1.85 of Division 24 of the California
Health and Safety Code, and Assembly Bill 1484, also known as chapter 26, Statutes of 2012,
which made certain revisions to the statutes added by ABx1 26; and

WHEREAS, Health and Safety Code Section 34179 (e) requires that all actions taken by
the Oversight Board shall be adopted by resolution; and

WHEREAS, pursuant to Health and Safety Code Section 33080.1, a redevelopment
agency must submit an independent financial audit for the previous financial year to its
legislative body; and

WHEREAS, for fiscal year 2011-12, financial reports of the Santa Cruz County
Redevelopment Agency for the seven month period ended January 31, 2012 and of the Santa
Cruz County Redevelopment Successor Agency for the five month period ended June 30, 2012,
were prepared;

NOW, THEREFORE, IT IS HEREBY RESOLVED AND ORDERED by the Santa Cruz
County Redevelopment Successor Agency Oversight Board as follows:

SECTION 1" The above Recitals are true and correct.

SECTION 2. The financial reports of the Santa Cruz County Redevelopment Agency for the
seven month period ended January 31, 2012 and of the Santa Cruz County Redevelopment

Successor Agency for the five month period ended June 30, 2012 are hereby accepted and
filed.

i.
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PASSED, APPROVED and ADOPTED by the Santa Cruz County Redevelopment
Successor Agency Oversight Board, this _th day of , 2013 by the following vote:

AYES:
NOES:
ABSENT:

ATTEST:

Clerk of the Oversight Board

Approved as to form:

"d /-~? 0-
County Counsel

Distribution:
County Counsel

Successor Agency
CAO
State Department of Finance
State Controller's Office
Auditor-Controller

Chairperson of the Santa Cruz County Redevelopment
Successor Agency Oversight Board
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MACUM
ACCOUNTANTS Å ADVISORS

INDEPENDENT AUDITORS' REPORT

To the Members of the Board of Directors
of the Santa Cruz County Redevelopment Agency

Santa Cruz, California

We have audited the accompanying financial statements of the governmental activities, each major
fund, and the aggregate remaining fund information of the Santa Cruz County Redevelopment
Agency (the" Agency"), a component unit of the County of Santa Cruz, California (the "County"), as
of and for the seven month ended January 31, 2012, which collectively comprise the Agency's basic
financial statements as listed in the table of contents. These financial statements are the responsibilty
of the Agency's management. Our responsibilty is to express opinions on these basic financial
statements based on our audit.

We conducted our audit in accordance with auditig 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 misstatement. An audit 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 opinon on the effectiveness of the Agency's internal control over
financial reporting. Accordingly, we express no such opinon. 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 signicant 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 basic financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, each major fund, and the aggregate
remaining fund inormation of the Agency as of January 31, 2012, and the respective changes in
financial position for the seven months ended January 31, 2012 in conformity with accounting
principles generally accepted in the United States of America.

As explained further in Note 14 to the basic financial statements, the California State Legislature
enacted Assembly Bil XL 26 (the "Bil") dissolving the County's redevelopment agency as of January
31,2012. In accordance with the timeline set forth in the Bil (as modified by the California Supreme
Court on December 29, 2011) all redevelopment agencies in the State of California were dissolved and
ceased to operate as a legal entity as of February 1, 2012. After the date of dissolution, the assets and
activities of the dissolved redevelopment agency are reported in a fiduciary fund (private-purpose
trust fund). The transfer of the assets and liabilties of the former redevelopment agency as of
February 1, 2012 (effectively the same date as January 31, 2012) to the Santa Cruz County
Redevelopment Successor Agency is reported in the private-purpose trust fund as an extraordinary
loss in the amount of $174,032,971.

IIMAGR
MEMBER

Marcum UP . 101 Montgomery Street . Suite 1900 . San Francisco, California 94104 . Plont 415.981.9400 · Fax 415.391.2310 · marmllp"com
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To the Members of the Board of Directors

of the Santa Cruz County Redevelopment Agency
Santa Cruz, California
Page 2

Also as explained further in Note 14, due to the dissolution of the redevelopment agencies, it is
necessary to read this report in conjunction with that of the Santa Cruz County Redevelopment
Successor Agency basic financial statements for the five months ended June 30, 2012, in order to gain
a full understanding of the fiscal year (twelve month period ended June 30, 2012).

In accordance with Government Auditing Standards, we have also issued our report dated December
21, 2012, on our consideration of the Agency's internal control over financial reportig 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 to describe the scope of our testig of internal control
over financial reporting and compliance and the results of that testing, and not to provide an opinion
on internal control over financial reporting or on compliance. That report is an integral part of an
audit performed in accordance with Government Auditing Standards and should be considered in

assessing the results of our audit.

Accountig principles generally accepted in the United States of America require that the
Management's Discussion and Analysis and Budgetary Inormation as listed in the table of contents
be presented to supplement the basic financial statements. Such inormation, although not a part of
the basic financial statements, is required by the Governmental Accountig 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 auditig stadards

generally accepted in the United States of America, which consisted of inquiries of management about
the methods of preparing the inormation and comparing the inormation 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 limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

~~LLf
Marcum LLP
Certified Public Accountants
Irvine, CA
December 21, 2012
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SANTA CRUZ COUNTY REDEVELOPMENT AGENCY
Management's Discussion and Analysis
7 Month Period Ended Januai 31, 2012

This section of the Santa Cruz County Redevelopment Agency (the "Agency") audit report
presents a discussion and analysis of the Agency's financial performance durng the 7 month
period ended January 31, 2012. Please read it in conjunction with the Agency's basic financia1
statements following this section.

FINANCIAL HIGHLIGHTS

. The liabilities of the Agency exceeded assets at the close of the 7 month period ended

Januar 31, 2012, by $174,032,971 (net assets). Of this amount, $16,309 is invested in
capital assets, net of related debt.

. The Agency's total net assets increased by $8,443,571. This increase is mainly attbuted
to the $11,961,371 increase in loans receivable, and $4,850,519 decrease in Long term
Debt and an $1,140,396 increase in interest payable.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the Agency's basic
financial statements. The Agency's basic financial statements comprise thee components: (1)
Government-wide financial statements, (2) Fund financial statements, and (3) Notes to the
basic financial statements. Required Supplementa Information is included in addition to the
basic financial statements.

3
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Government-wide Financial Statements

The governent-wide financial statements are designed to provide readers with a broad
overview of the Agency's finances, in a manner similar to a private-sector business.

The statement of net assets presents information on all Agency assets and liabilities, with the
difference between the two reported as net assets. Over time, increases or decreases in net assets
may serve as a useful indicator of whether or not the financial position of the Agency is
improving or deteriorating.

The statement of activities presents information showing how the Agency's net assets changed
durng the most recent fiscal year. All changes in net assets are reported as soon as the
underlying event giving rise to the change occurs, regardless of the timing of related cash flows.
Thus, revenues and expenses are reported in this statement for some items that wil only result in
cash flows in future fiscal periods.

Both of these governent-wide financial statements would distinguish fuctions of the Agency
that are principally supported by taxes and intergovernental revenues (governmental activities)
from other functions that are intended to recover all or a significant portion of their costs though
user fees and charges (business-type activities). There are no business-tye activities for the
Agency.

Fund Financial Statements

The fud financial statements are designed to report information about groupings of related
accounts which are used to maintain control over resources that have been segregated for
specific activities or objectives. The Agency, like other state and local governents, uses fud
accounting to ensure and demonstrate compliance with finance-related legal requirements. All of
the funds of the Agency are classified as governental funds.

Governmental funds are used to account for essentially the same fuctions reported as
governental activities in the governent-wide financial statement-i.e. most of the Agency's
basic services are reported in governental fuds. These statement, however, focus on (1) how
cash and other financial assets can readily be converted to available resources and (2) the
balances left at year-end that are available for spending. Such information may be useful in
determining what financial resources are available in the near futue to finance the Agency's
programs.

4
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Because the focus of governental fuds is narrower than that of the governent-wide fmancial
statements, it is useful to compare the information presented for governental fuds with similar
information presented for governental activities in the government-wide financial statements.
By doing so, readers may better understand the long-term impact of the governent's near-term

financing decisions. Both the governental fuds balance sheet and the governental fuds
statement of revenues, expenditures, and changes in fund balances provide a reconciliation to
facilitate this comparison between governental funds and governental activities.

The Agency maintains five governental fuds organized according to their tye (special
revenue and debt service). Information is presented separately in the governental fuds balance
sheet and in the governental funds statement of revenues, expenditures, and changes in fud

balances for the Tax Increment Revenue, Administration Revenue, Capital Projects, and LMIH
Projects funds, which are considered to be major fuds. Data from the remainig governental
fund is in a single presentation.

Notes to the Basic Financial Statements

The notes to the basic financial statements provide additional information that is essential to a
full understanding of the data provided in the governent-wide and fund fmancial statements.

Required Supplementary Information

The Agency adopts an anual appropriated budget for each of its special revenue fuds. A
budgetary comparison statement has been provided for each special revenue fud to demonstrate
compliance with this budget.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net assets may serve as a useful indicator of a governent's fmancia1 position.
In the case of the Agency, liabilities exceeded assets by $174,032,971 at the close of the 7 month
period ended January 31, 2012.

5
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Net Assets

Governental Activities

Increase/
January 31, 2012 2011 (Decrease) %

Assets:

Current and other assets $ 76,193,607 $ 71,045,177 7.25

Capital assets, net 16,309 19,094 (14.59)

Total assets $ 76.209,916 $ 71.064.271 7.24

Liabilities:

Curent liabilities $ 6,294,005 $ 9,525,374 (33.92)

Long-term liabilities 243,948,882 244,015,439 (0.03)

Total liabilities 250,242.887 253.540.813 (1.30)

Net assets:

Invested in capital assets, net
of related debt 16,309 19,094 (14.59)

Restricted: Capital Projects 2,366,544 3,774,034 (37.29)

Restrcted: LMIH Projects 47,534,733 32,172,547 47.75

Restricted: Debt Service 20,014,154 17,898,385 11.82

Unrestrcted net assets (243,964,711) (236,340,602) (3.23)

Total net assets $ (174.032.971) $ (182.476,542) 4.63

Analysis of Net Assets

A portion of the Agency's net assets reflects its investment in capital assets (e.g. land, strctures
and improvements, and mobile homes and other equipment), less any related debt used to
acquire those assets that is stil outstanding, $16,309. The Agency uses these capital assets to
provide services to citizens; consequently, these assets are not available for futue spending.
Although the Agency's investment in its capital assets is reported net of 

related debt, it should be

noted that the resources needed to repay this debt must be provided from other sources, since the
capital assets themselves cannot be used to liquidate these liabilities.

6

7~



l(j

At the end of the curent fiscal year, the Agency reported a positive balance in the amount

invested in capital assets, net of related debt, while it showed a negative balance in unestrcted
net assets totaling $243,964,711.

Changes in Net Assets

Governental Activities

Increase/
Januar 31,2012 2011 (Decrease) %

Revenues:

General revenues:

Tax increment $ 11,882,927 $ 22,865,258 (48.03)

Interest and investment income 55,681 603,737 (90.78)

Rents and concessions 3,177 104,069 (96.95)

Aid from other governents 0 26,540 (100.00)

Other revenue - Fees 0 2,102 (100.00)

Other revenue - Loan payments (19,399) 62 (313.89)

Gain/(Loss) on sale of assets 9,599 (9,056) 206.00

Gain/(Loss) on conversion of debt 5,024,265 0 100.00

Total revenues 16.956.250 23,592,712 (28.13)

Expenses:

Public ways and facilities 1,997,662 150,386,932 (98.67)

Interest on long-term bonds and loans
payable 8,390,485 13,046,016 (35.69)

Total expenses 10,388,147 163.432,948 (93.64)

Transfers in from Primary Governent 1,875,468 0 100.00

Change in net assets 8,443,571 (139,840,236) 106.04

Net assets, beginnng (182,476,542) (42,636,306) (3.28)

Net assets, ending $(174,032,971) $( 182.4 76.542) 4.63

7
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Analysis of Changes in Net Assets

Governmental activities. Governental activities increased the Agency's net assets by
$8,443,571 or 100% of the total increase in Agency's net assets. The key factors that contrbuted
to this increase were the $11,961,371 increase in loans receivable, $4,850,519 decrease in Long
Term Debt, $1,140,396 increase in interest payable.

FINANCIAL ANALYSIS OF THE AGENCY'S FUNDS

As noted earlier, the Agency uses fud accounting to ensure and demonstrate compliance with
finance-related legal requirements.

Governmental Funds

The Agency's governental fuds provide the same tye of information found in the
governent-wide financial statements, but in more detaiL. Types of governental fuds reported
by the Agency include Special Revenue Funds and Debt Service Funds.

At January 31, 2012, the Agency's governental funds reported combined ending fud balances
of$71,865,646, an increase of7.54%, or $5,041,255 from the prior year.

Revenues for governental fuctions totaled $11,922,386 for the 7 month period ended January

31, 2012. Expenditures for governental fuctions amounted to $13,790,463 for the same

period. In the 7 month period ended January 31, 2012, expenditures for governental functions
exceeded revenues by $1,868,077.

8
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The following table shows actual revenues from varous sources:

Revenues Classified by Source
Governental Funds

Januar 31,2012 FY 2011 Increase/(Decrease)

Revenues by %of %of %of
Source Amount Total Amount Total Amount Change

Tax increment $ 11,850,929 99.40 $ 22,848,351 96.81 (10,997,422) (48.13)

Penalties on
taxes 31,998 0.27 16,907 0.07 15,091 89.26

Interest income 55,681 0.47 603,737 2.56 (548,056) (90.78)

Rents and
concession 3,177 0.03 104,069 0.44 (100,892) (96.95)

Aid from other
governents 0 0.00 26,540 0.1 1 (26,540) (100.00)

Other revenue -
Fees 0 0.00 2,102 0.01 (2,102) (100.00)

Other revenue -
Loan payments (19,399) 0.16 62 0.00 (19,461) (313.89)

Total $ 11,922,386 100.00 $ 23,601.768 100.00 01.679.382) (49.49)

The following provides explanations in significant changes in revenues by source:

. Tax increment revenue decreased by $10,997,422 due to the shorter time period
of 7 months rather than the full 12 months.

. Interest income decreased by $548,056 due to the shorter time period, lower fund
balances and interest rates.

. Rents and concession decreased by $100,892 due to the shorter tie period and

transfer of properties to the County in the previous fiscal year.

The curent year excess of revenues and other financing sources over expenditues and other
financing uses is presented below:

9
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Statement of Revenues, Expenditures, and Changes in Fund Balances
Governmental Funds

Nonmajor
Major Funds Funds

Tax
Increment Capital LMIH
Revenue Administration Projects Projects Trustee

Fund Revenue Fund Fund Fund Funds Total

Revenues $ 11,890,468 $ (838) $ 10,387 $ 21,397 $ 972 $ 11,922,386

Expenditures (2,954) 1,070,559 1,349,641 149,750 11,223,467 13,790,463

Net other
financing
sources
(uses) 02,962,091) 1,519,855 00,961) 5,024,265 13.338,264 6,909.332

Net change
in fud
balances (1,068,669) 448,458 (1,350,215) 4,895,912 2,115,769 5,041,255

Fund
balances,
beging 22,695,051 984 3,716,759 22,513,212 17,898.385 66,824,391

Fund
balances,
ending 21,626.382 449.442 2.366.544 27.409.124 20.014.154 71.865.646

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

The Agency's investment in capital assets, net of related debt, for its governental activities as of
January 31, 2012, amounted to $16,309 (net of accumulated depreciation). This investment in capital
assets includes strctues and improvements, and other equipment.

10
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Capital assets for the governental activities are presented below to ilustrate changes from the prior
year:

Governental Activities Increase/(Decrease)

January 31, 2012 2011 % of Change 

Land $ 0 $ 0 0.00%

Constrction in
Progress 0 0 0.00%

Structures and
Improvements 35,204 35,204 0.00%

Equipment 76,941 76,941 0.00%

Total cost 112,145 112,145 0.00%

Less: accumulated
depreciation (95,836) (93,051) 2.99%

Capital assets, net $ 16,309 $ 19,094 (14.59%)

Long-term debt

At January 31, 2012, the Agency had total long-term debt outstanding of $243,948,883 as compared
to $248,296,880 in the prior year. This amount was comprised of $244,560,000 of tax allocation
bonds (including curent portion of $0), ($662,340) of unamortized bond discounts and premiums
(including curent portion of $0), and $51,223 of compensated absences payable (including curent
porton of $0).

REQUESTS FOR INFORMTION

This financial report is designed to provide a general overview of the Agency's finaces for all those
with an interest in the governent's finances. Questions concerng any of the information provided
in this report or requests for additional financial information should be addressed to the Santa Cru
County Auditor-Controller, 701 Ocean Street, Room 100, Santa Cruz, CA 95060.
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Santa Cruz County Redevelopment Agency
Statement of Net Assets
January 31, 2012

Governental
Activities

ASSETS

Current Assets:

Cash and investments
$ 8,810,310

Restricted cash with fiscal agent
3,960,000

Accounts receivable

Total curent assets
12,770,310

Noncurrent Assets:

Restricted cash with fiscal agent
16,05,154

Loans receivable - housing
43,220,784

Land held for resale
235,029

Deferred bond issuance costs
3,913,330

Capital assets:

Depreciable, net

16,309

Total capital assets
16,309

Total noncurrent assets
63,439,606

Total assets
76,209,916

LIABILrrlES

Current Liabilities:

Accounts payable - claim
414,631

Interest payable
5,879,374

Total cuent liabilties
6,294,005

Long-Term Liabilities:

Compensated absences - due in more thn one year
51,223

Long-term debt - due in more than one year
243,897,659

Total long-ter liabilties
243,948,882

Total liabilties 

25,242,887

NET ASSETS

Invested in capital assets, net of related debt

16,30

Restricted for:

Capital projects

2,366,54

Low and moderate income housing projects

47,534,733

Debt service

20,014,154

Unrestricted
(243,964,711)

Total net assets (deficit)
$ (174,032,971 )

See accompanying Notes to Basic Financial Statements.
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Santa Cruz County Redevelopment Agency
Statement of Activities and Changes in Net Assets
For the seven months ended January 31, 2012

( (3
I..

Functionslrograms

Primar government:

Governmental activities:

Public ways and facilities

Interest and fiscal charges on long-term debt (unallocated)

Total goverental activities

General Revenues:

Incremental property taxes

Interest Earngs:

Unrestricted

Restricted

Other Revenue:

Rental revenue

Miscellaneous

Gain/ (Loss) on conversion of debt

Total general revenues

Transfers from primary government

Change in net assets

Net assets - begining of year

Net assets - end of year

See accompanying Notes to Basic Financial Statements.
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Expenses

$ 1,997,662

8,390,485

10,388,147$

Program

Revenues

$

$

Net (Expense)

Revenue and

Chnges in

Net Assets

Governental
Activities

$ (1,997,662)

(8,390,485)

(10,388,147)

11,882,927

54,709

972

3,177

(9,80)
5,024,265

16,956,250

1,875,468

8,443,571

(182,476,542)

$ (174,032,971)
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Santa Cruz County Redevelopment Agency
Balance Sheet
Governmental Funds
January 31, 2012

Special Revenue Funds Debt Service

Tax Tota

Increment Administrative Capital LMIH Governenta

Revenue Revenue Project Project Trustee Funds

ASSETS

Cash with County Treasur $ 5,209,249 $ 451,298 $ 2,739,721 $ 410,042 $ $ 8,810,310

Cash restricted for debt service 20,014,154 20,014,154

Receivables:

Loans - Housing 16,214,076 27,006,708 43,220,78

Land held for resale 235,029 23,029

Due from other funds 31,829 31,829

Total asset $ 21,658,354 $ 48,127 $ 2,739,721 $ 27,416,750 $ 20,014,154 $ 72,312,106

LIABILITIES AND

FUND BALANCES

Liabilties:

Accounts payable - claim $ 143 $ 33,685 $ 373,177 $ 7,626 $ $ 414,631

Due to other funds 31,829 31,829

Total liabilties 31,972 33,685 373,177 7,626 446,460

Fund Balances:

Restricted 21,626,382 449,44 2,366,54 27,409,124 20,014,154 71,865,646

Tota fund balances 21,626,382 449,44 2,366,54 27,409,124 20,014,154 71,865,646

Total liabilties and

fund balances $ 21,658,354 $ 483,127 $ 2,739,721 $ 27,416,750 $ 20,014,154 $ 72,312,106

See accompanying Notes to Basic Financial Statements
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Santa Cruz County Redevelopment Agency
Reconciliation of the Governmental Funds Balance Sheet

to the Government-Wide Statement of Net Assets
For the seven months ended January 31, 2012

1\5

Total fund balances reported on the governmental funds balance sheet

Amounts reported for governmental activities in the Statement of Net Assets were different because:

CAPITAL ASSETS

Capita assets used in governmental activities were not current fiancial resources.
Therefore, they were not repoded in the governmenta fuds.

LONG TERM ASSETS AND LIABILITES

Bond issuance costs from issuing debt were expenditures in the governental funds.
However, they were deferred and subject to capitalation and amortiation in the

Government-Wide Financial Statements.

Interest payable on long-term debt did not require current financial resources. Therefore,
interest payable was not reported as a liabilty in the governenta funds.

Long-term liabilties were not due and payable in the current period. Therefore, they
were not reported in the governmenta funds:

Bonds payable, net of unamortied loss of defeasance, premium and discount:
Due in more than one year

Compensated absences:
Due in more than one year

Net Assets of Governmental Activities

See accompanying Notes to Basic Financial Statements.
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(243,897,659)

(51,22)

$ 71,865,646

16,309

3,913,330

(5,879,374)

(243,948,882)

$ (174,032,971)
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Santa Cruz County Redevelopment Agency
Statement of Revenues, Expenditures, and Changes in Fund Balances
Governmental Funds
For the seven months ended Januar 31, 2012

Special Revenue Funds Debt Servce Tota

Tax Increment Adm. Capital LMIH Governental
Revenue Revenue Project Project Trutee Funds

REVENUES:

Incremental property taxes $ 11,850,929 $ $ $ $ $ 11,850,929

Penalties and interest on deliquent taxes 31,998 31,998

Interest income - County pool 14,769 (838) 10,387 12,827 37,145

Interest income - investment ban 972 972

Interest income - loan 17,101 463 17,564

Rents and concessions 372 2,805 3,177

Loan Repayments - Prcipal 65,693 167,978 233,671

Repaid Loan Offset (90,394) (162,676) (253,070)

Total revenues 11,890,468 (838) 10,387 21,397 972 11,922,386

EXPENDITUES:

Current:
Public ways and facilties:

Admtrative costs (1) 358,496 358,95

Professional servces 281,330 44,607 17,253 343,190

Accountig servces 10,175 10,175

Legal servces 32,83 32,83

Plaig Surey and Design services 387,724 22,842 410,566

Real estate purchases (2,953) (2,953)

Opration of acquied property
21,23 21,23

Relocation costs and payments

Project improvement costs 1,282,192 111,263 1,393,45

Dispoal costs
Rehabiltation costs and grants 2,177,780 5,02,396 7,190,176

Loan receivable offset (2,177,780) (5,012,396) (7,190,176)

Debt service:
Prcipal retiement

4,115,000 4,115,00

Interes t and fical charges 7,108,467 7,108,467

Total expenditures (2,954) 1,070,559 1,349,641 149,750 11,22,467 13,790,463

REVENUES OVER (UDER)
EXPENDITUES 11,893,42 (1,071,397) (1,339,254) (128,353) (11,22,495) (1,868,077

OTHER FINANCING SOURCES (USES):

Sale of Fixed Assets 9,599 9,599

Gai on conversion of debt 5,024,265 5,024,26

Tranfers in (Opratig with RDA) 1,240 1,521,095 13,338,264 14,860,599

Tranfers in (from Pr Gov - County) 1,886,29 1,886,429

Tranfers out (Operatig with RDA) (14,859,359) (1,240) (14,860,599)

Tranfers out (to Prry Gov - County) (10,961) (10,961)

Total other financing sources (uses) (12,962,091) 1,519,855 (10,961) 5,024,265 13,338,264 6,90,332

Net change in fund balance (1,068,669) 44,458 (1,350,215) 4,895,912 2,115,769 5,041,255

FU BALANCES:

Begig of year 22,695,051 984 3,716,759 22,513,212 17,898,385 66,824,391

End of year $ 21,626,382 $ 449,442 $ 2,366,54 $ 27,409,124 $ 20,014,154 $ 71,865,646

See accompanying Notes to Basic Financial Statements.
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Santa Cruz County Redevelopment Agency
Reconciliation of the Governmental Funds Statement of Revenues, Expenditures, and Changes in

Fund Balances to the Government-Wide Statement of Activities and Changes in Net Assets
For the seven months ended January 31, 2012

Net Change in Fund Balances - Total Governmental Funds

Amounts reported for governmental activities in the Statement of Activities and Changes in Net Assets were different

because:

CAPITAL ASETS TRANSACTIONS

Governental funds reported acquisition of capital assets as part of capital outlay expenditures. However, in the

Government-Wide Statement of Activities and Chges in Net Assets, the cost of those assets was allocated over

their estimated useful lives as depreciation expense:
- Current year depreciation

LONG TERM DEBT AND PAYMENTS

Repayment of debt principal was an expenditure in governental funds, but the repayment reduced long-term
liabilities in the Government-Wide Statement of Net Assets:

- Principal retirement

Issuance of long-term debt provided current financial resources to governmental funds, but issuing debt increased
long-term liabilities in the Governent-Wide Statement of Net Assets. Also, governmental funds report the effect of
issuance costs, prenuums and discounts when debt is first issued, whereas these amounts are deferred and amortized
in the statement of activities:

- Bond issuance costs

Some expenss reported in the Governental-Wide Statement of Activities and Chges in Net Assets do not require
the use of current finncial resources. Therefore, they are not reported as expenditures in the governental fuds:

- Change in interest payable

- Amortization of bond fees and prenuum and discount

- Chnge in long-term compensated absences

Chage in Net Assets of Governmental Activities

See accompanying Notes to Basic Financial Statements.
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$ 5,041,255

(2,785)

4,115,00

321,924

(1,140,396)

(141,622)

250,195

$ 8,44,571
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Santa Cruz County Redevelopment Agency
Notes to Basic Financial Statements
For the 7 month period ended Januar 31, 2012

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The basic financial statements of the County of Santa Cruz Redevelopment Agency (Agency), a component
unit of the County of Santa Cruz, California (County), have been prepared in conformity with Generally

Accepted Accounting Principles (GAAP) as applies to government units. The Governmental Accountig
Standards Board (GASB) is the accepted standard-settg body for establishing governmental accounting and
financial reportig principles. The more significant of the Agency's accountig policies are described below.

A. Reporting Entity

The County was incorporated in 1850 under the provisions of Article II, Section 3 of the California State
Constitution and is a general law county. The Agency was activated by the Board of Supervisors with the
adoption of Ordinance No. 3736 on April 1, 1986. The Board of Supervisors established the Live Oak/Soquel
Community Improvement Project on May 12, 1987, by Ordinance No. 3836, pursuant to the California
Community Redevelopment Law. The Live Oak/Soquel Community Improvement Project consists of
approximately 3,760 acres encompassing the urban portions of two of the County's fifteen planning areas, the
Live Oak Planning Area and the Soquel Planning Area.

The Agency is governed by the County Board of Supervisors serving in a separate capacity as the governg
board of the Agency. As such, the Agency is included as a component unit of the County.

B. Basis of Accounting and Measurement Focus

The accounts of the Agency are organized on the basis of funds, each of which is considered a separate
accounting entity. The operations of each fund are accounted for in a separate set of self-balancing accounts
that comprise its assets, liabilties, fund equity, revenues, and expenditures. Agency resources are allocated to
and accounted for in individual funds based upon the purpose for which they are to be spent and the mean
by which spending activities are controlled.

Government - Wide Financial Statements

The Agency's Government-Wide Financial Statements include a Statement of Net Assets and a Statement of
Activities and Changes in Net Assets. These statements present summaries of Governmental Activities for the
Agency.

The Government-Wide Financial Statements are presented on an "economic resources" measurement focus
and the accrual basis of accounting. Accordingly, all of the Agency's assets and liabilties are included in the
accompanying Statement of Net Assets. The Statement of Activities and Changes in Net Assets presents
changes in net assets. Under the accrual basis of accountig, revenues are recogned in the period in which
they are earned while expenses are recognized in the period in which the liability is incurred.

Certain eliminations have been made as prescribed by GASB Statement No. 34 in regards to interfund
activities, payables and receivables. All internal balances in the Statement of Net Assets have been eliminated.
The following interfund activities have been eliminated:

. Due to and from other funds

. Tranfers in and out
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Santa Cruz County Redevelopment Agency
Notes to Basic Financial Statements, Continued
For the 7 month period ended January 31, 2012

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

B. Basis of Accounting and Measurement Focus, Continued

Governmental Fund Financial Statements

Governmental Fund Financial Statements include a Balance Sheet and a Statement of Revenues, Expenditures
and Changes in Fund Balance for all major governmental funds. All funds of the Agency are presented as
major funds.

All governmental funds are accounted for on a spending or "current financial resources" measurement focus
and the modified accrual basis of accounting. Accordingly, only current assets and current liabilities are
included on the Balance Sheet. The Statement of Revenues, Expenditures and Changes in Fund Balance
presents increases (revenues and other financing sources) and decreases (expenditures and other fiancing
uses) in fund balance. Under the modified accrual basis of accountig, revenues are recogned in the
accountig period in which they become both measurable and available to finance expenditures of the current
period.

Revenues are recorded when received in cash, except that revenues subject to accrual (generally with 60 days
after year-end) are recognized when due. The primary revenue sources, which have been treated as
susceptible to accrual by the Agency are property taxes, certain grant revenues and earnigs on investments.
Expenditures are recorded in the accounting period in which the related fund liabilty is incurred.

Reconciliations of the Governmental Fund Financial Statements to the Government-Wide Financial Statements
are provided to explain the differences created by the integrated approach of GASB Statement No. 34.

The Agency reports all of its funds as major governmental funds:

Tax Increment Revenue Fund - This fund is used for the accumulation of tax increment revenue and the

allocation of ths revenue for purposes including the payment of principal and interest on bonds, advances
or other indebtedness or paying financing or carrying charges and to fund the expenses incurred in

adminstering the Agency. For every redevelopment plan adopted after January 1, 1977, 20% of Tax
Increment Revenues received by the Agency is to be set aside in a separate low and moderate income
housing fund. In prior years, the Agency elected to set aside twenty percent (20%) of the Tax Increment
Revenues received from the Redevelopment Project after deducting payments under the Pass-Through
Agreements, in a Low and Moderate Income Housing Fund, commencing with Fiscal Year 1988-89.
Beginning with 1993-94, per AB1290, the Agency is required to set aside twenty percent (20%) of the gross
Tax Increment Revenues received from the Redevelopment Project after deductig only the General Fund

and Schools' 2% Pass-Through, the State ERAF payment, and the County Tax Administrative Fee, set aside
in a separate low and moderate income housing fund. Beging July 1, 2002, per Board Resolution No.
292-2002, the Agency has set aside 25% through Fiscal Year 2009-10. On March 8, the Agency suspended
the additional 5% Set Aside to the Low and Moderate Income Housing Fund per Board Resolution No. 85-
2011 for the Fiscal Year 2010-11. With the dissolution of the Agency as of January 31, 2012, per Assembly
Bil XL 26, the 20% Set Aside requirement no longer applied in fiscal year 2011-12. The Agency has pledged
such amounts towards the repayment of the Bonds and any qualifying debt.
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Santa Cruz County Redevelopment Agency
Notes to Basic Financial Statements, Continued
For the 7 month period ended Januar 31, 2012

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

B. Basis of Accounting and Measurement Focus, Continued

Governmental Fund Financial Statements, Continued

Administration Revenue Fund - This fund is used to account for the costs of administering the Agency.

Capital Projects Fund - This fund is a general operatig fund of the Agency and is funded by proceeds of bond
issues. It is used to account for any lawful purpose in connection with financing the Redevelopment Project,
including certain reimbursements for public improvements and other purposes authorized by the
Redevelopment Plan, the State law, and the Bond Indenture, except those required to be accounted for in
another fund.

Low/Moderate Income Housing Special Revenue Fund (LMlH) - Ths fund is a general operatig fund of the

Agency, funded by proceeds of bond issues, and is used for the purpose of increasing and improving the
community's supply of low and moderate income housing available at affordable housing costs to persons and
familes of very low, low, or moderate income.

Debt Service Fund - This fund accounts for the accumulation of resources for payment of principal, interest and

related costs of the Agency's long-term debt.

C. Cash, Cash Equivalents and Investments

The Agency maintains a cash balance in the County investment pool to meet current operatig requirements.
Cash in excess of current requirements is invested by the Agency in various interest-bearing securities and
disclosed as part of the Agency's investments.

In accordance with GASB Statement No. 31, Accounting and Financial Reporting for Certain Investments and for
External Investment Pools, highly liquid market investments with maturities of one year or less at tie of

purchase are stated at amortized cost. All other investments are stated at fair value. Market value is used as
fair value for those securities for which market quotations are readily available.

D. Restricted Cash and Investments for Debt Service Fund

Certain restricted cash and investments are held by fiscal agents for the redemption of bonded debt
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Santa Cruz County Redevelopment Agency
Notes to Basic Financial Statements, Continued
For the 7 month period ended January 31, 2012

1" SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

E. Interfund Transactions

Activity between funds that are representative of lending/borrowing arrangements outstanding at the end of
the fiscal year are referred to as IIdue to/from other funds. 

II

Transactions that constitute reimbursements to a fund for expenditures initially made from it that are properly
applicable to another fund are recorded as expenditures in the reimbursed fund. All other interfund
transactions, except quasi-external transactions and reimbursements, are reported as transfers. Nonrecurring
or nonroutie permanent transfers of equity are reported as residual equity transfers. All other interfund
transfers are reported as transferS.

F. Capital Assets

Government-Wide Financial Statements

The Agency's assets are capitalized at historical cost or estimated historical cost. The Agency's policy has set
the capitalization threshold for reportig capital assets at $5,000 (for equipment and vehicles) and $25,000 (for
buildings and structures). Gifts or contributions of capital assets are recorded at fair market value when
received.

Depreciation is recorded on a straight-line basis over the estimated useful 
lives of the assets as follows:

Buildings and structures
Equipment and vehicles

10-50 years
3-15 years

The Agency had no inrastructure assets at January 31, 2012.

Governmental Fund Financial Statements

The Governmental Fund Financial Statements do not present capital assets. As such, capital assets are shown as a
reconciling item in the Reconciliation of the Governmental Funds Balance Sheet to the Government-Wide Statement
of Net Assets.

G. Long-Ter Liabilities

Government-Wide Financial Statements

Long-term debt and other financed obligations are reported as liabilties in the Government-Wide Financial
Statements. Bond premiums and discounts, as well as issuance costs, are deferred and amortied over the life
of the bonds using the effective interest method. Bonds payable are reported net of the applicable premium or
discount. Issuance costs are reported as deferred charges.
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Santa Cruz County Redevelopment Agency
Notes to Basic Financial Statements, Continued
For the 7 month period ended January 31, 2012

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

Governmental Fund Financial Statements

The Governmental Fund Financial Statements do not present long-term debt. As such, long-term debt is
shown as a reconcilng item in the Reconciliation of the Governmental Funds Balance Sheet to the

Government-Wide Statement of Net Assets.

Governmental funds recognize bond premiums and discounts, as well as bond issuance costs, during the
current period. The face amount of debt issued is reported as other financial sources. Premiums received on
debt issuance are reported as other financing sources while discounts on debt issuance are reported as other

financing uses. Issuance costs, whether or not witheld from the actual debt proceeds received, are reported
as debt service expenditures.

H. Net Assets and Fund Balances

In the Government-Wide Financial Statements, net assets are classified in the following categories:

Invested in Capital Assets, Net of Related Debt - This amount consists of capital assets net of accumulated
depreciation and reduced by outstanding debt that is attibuted to the acquisition, construction, or
improvement of the capital assets.

Restricted Net Assets - This amount is restricted by external creditors, grantors, contributors, or laws or

regulations of other governments.

Unrestricted Net Assets - This amount is all net assets that do not meet the defintion of "invested in capital

assets, net of related debt" or "restricted net assets."

When an expense is incurred for purposes for which both restricted and unrestricted net assets are available,
the Agency's policy is to apply restricted net assets first.

In the Governmental Fund Financial Statements, governmental funds report fund balance as nonspendable,
restricted, committed, assigned or unassigned based primarily on the extent to which the Agency is bound to
honor constraints on how specific amounts can be spent.

Nonspendable fund balance - amounts that cannot be spent because they are either (a) not spendable in form

or (b) legally or contractually required to be maintained intact.

Restricted fund balance - amounts with constraints placed on their use that are either (a) externally imposed

by creditors, grantors, contributors, or laws or regulations of other governments; or (b) imposed by law
through constitutional provisions or enabling legislation.

Committed fund balance - amounts that can only be used for specific purposes determined by formal action

of the Agency's highest level of decision-making authority (the Board of Supervisors) and that remain
binding unless removed in the same manner. The underlying action that imposed the limitation needs to
occur no later than the close of the reporting period.
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Santa Cruz County Redevelopment Agency
Notes to Basic Financial Statements, Continued
For the 7 month period ended January 31, 2012

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

H. Net Assets and Fund Balances, Continued

Assigned fund balance - amounts that are constrained by the Agency's intent to be used for specific

purposes. The intent can be established at either the highest level of decision making, or by a body or an
official designated for that purpose.

Unassigned fund balance - the residual classification for the Agency's Funds that includes amounts not
contained in the other classifications. In other funds, the unassigned classification is used only if
expenditures incurred for specific purposes exceed the amounts restricted, committed, or assigned to those
purposes.

The Agency Board of Directors establishes, modifies or rescinds fund balance commitments and
assignments by passage of an ordinance or resolution.

The Agency considers restricted fund balances to be spent first when both restricted and unrestricted
resources are available for use. Similarly, when an expenditure is incurred for purposes for which
amounts in any of the unrestricted classifications of fund balance could be used, the Agency considers
committed amounts to be reduced first, followed by assigned amounts and then unassigned amounts. The
Agency had only restricted fund balances at January 31, 2012.

1. Property Taxes

All property taxes are levied, collected, and allocated by the County to the various taxing entities including the
Agency. All property taxes are determined annually on July 1 and attched as an enforceable lien on January 1.
Secured property taxes are due in two installments on November 1 and February 1 and become delinquent, if
unpaid, on December 10 and April 10, respectively. Property tax revenues include only property taxes
resulting from increased assessed values within the boundaries of the Agency and are recognized in the fiscal
year for which the taxes have been levied and apportioned to the Agency's accounts by the County.

Incremental property tax revenues represent excess taxes levied in the redevelopment project area over that
amount levied in the base year (the inception year of the redevelopment project area). The Agency dissolved as
of January 31, 2012, so it only received incremental property tax revenues for the first installment.

The County bils and collects property taxes and remits them to the Agency. The Agency participates in the
County "Teeter Plan" method of property tax distribution. Under the Teeter Plan, the County remits property
taxes to the Agency based upon assessments, not collections. Property tax revenue is recognzed when it is
available and measurable.

J. Use of Estimates

The preparation of the basic financial statements in conformity with accountig principles generally accepted
in the United States requires management to make estimates and assumptions that affect certain reported
amounts and disclosures. Accordingly, actual results could differ from those estiates.
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Santa Cruz County Redevelopment Agency
Notes to Basic Financial Statements, Continued
For the 7 month period ended January 31, 2012

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

K. Low and Moderate Income Housing

The California Health and Safety Code requires Agency project areas to deposit 20% of allocated
incremental property tax revenues (or 20% of net bond proceeds plus 20% of tax incremental revenues in
excess of debt service payments on the bond) into a Low and Moderate Income Housing Fund. This
money is restricted for the purpose of increasing or improving the communty's supply of low and
moderate income housing. The Agency accounts for these revenues in a special revenue fund.

2. CASH AND INVESTMENTS

A. Summary of Deposit and Investment Balances

Cash and investments consisted of the following at January 31, 2012:

Restricted Unrestrcted Total

Pooled cash and investments
held by the County of Santa Cruz $ $ 8,810,310 $ 8,810,310

Cash with fiscal agent 20,014,154 20,014,154

Total $ 20,014,154 $ 8,810,310 $ 28,824,464

B. Cash Held with the Santa Cruz County Treasury

The Agency pools cash from all sources and all funds except cash and investments with fiscal agents with the
County Treasurer so that it can be invested at the maximum yield, consistent with safety and liquidity, while
individual funds can make expenditures at any time. The Santa Cruz County Treasury Oversight Committee
oversees the Treasurer's investments and policies.

The California Government Code requires California banks and savings and loan associations to secure the
County's cash deposits by pledging securities as collateraL. This Code states that collateral pledged in ths
maner shall have the effect of perfectig a security interest in such collateral superior to those of a general
creditor. Thus, collateral for cash deposits is considered to be held in the County's name.

The market value of pledged securities must equal at least 110% of the County's cash deposits. Californa law
also allows institutions to secure County deposits by pledging first trust deed mortgage notes having a value
of 150% of the County's total cash deposits. The County may waive collateral requirements for cash deposits,
which are fully insured up to $250,000 by the Federal Deposit Insurance Corporation. The County, however,
has not waived the collateralization requirements.
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Santa Cruz County Redevelopment Agency
Notes to Basic Financial Statements, Continued
For the 7 month period ended January 31, 2012

2. CASH AND INVESTMENTS, Continued

C. Investments

The table below identifies the investment types that are authorized for the County by the California
Government Code or the County's investment policy, where more restrictive. The table also identiies certain
provisions of the County's investment policy that address interest rate risk, credit risk, and concentration risk.

Maximum Maximum

Maximum Percentage of Investment in

Authorized Investment Types Maturity Portfolio One Issuer 

Local agency bonds 5 years 100% None

U.s. Treasury obligations 5 years 100% None

U.s. Governent Agency obligations None 25% None

State of CalifoITa obligations 5 years 100% None

Banker's acceptances 180 days 40% 30%

Commercial paper 270 days 40% 10%

Negotiable certificates of deposit 5 years 30% None

Non-negotiable certificates of deposit 180 days 10% 10%

Repurchase agreements 1 year 100% None

Medium-term notes 5 years 30% None

Mutual funds/money market mutual funds N/A 10% 10%

Local Agency Investment Fund (LAIF) N/A $50 milion None

Joint Powers Authority investment funds None 25% None

In accordance with GASB Statement No. 31, Accounting and Financial Reporting for Certain Investments and for
External Investment Pools, investments were stated at cost, as the fair market value adjustment at the year end
was immateriaL.

Investments of debt proceeds held by the bond trustee are governed by provisions of the debt agreements,
rather than the general provisions of the California Government Code or the County's investment policy.

D. Interest Rate Risk

The County manages its exposure to declines in fair values by limitig the weighted average maturity of its
investment portfolio to five years or less in accordance with its investment policy.
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Santa Cruz County Redevelopment Agency
Notes to Basic Financial Statements, Continued
For the 7 month period ended January 31, 2012

11,1

2" CASH AND INVESTMENTS, Continued

E" Concentration of Credit Risk

At January 31, 2012, in accordance with State law and the County's Invesbnent Policy, the County did not
have 5% or more of its net invesbnent in commercial paper, corporate bonds or medium term notes of a single
organization, nor did it have 10% or more of its net invesbnent in anyone money market mutual fund.
Invesbnents in obligations of the u.s. government, u.s. government agencies, or government-sponsored

enterprises are exempt from these limitations.

F. Custodial Credit Risk

For invesbnents and deposits held with fiscal agents, custodial credit risk is the risk that, in the event of the
failure of the counterparty, the County wil not be able to recover the value of its invesbnents or deposits that
are in the possession of an outside party. At year end, the County's invesbnent pool and cash with fiscal
agents had no securities exposed to custodial credit risk.

G. Local Agency Investment Fund

The County is a participant in LAIF which is regulated by California Government Code Section 16429 under
the oversight of the Treasurer of the State of California. The County's invesbnents with LAIF at January 31,
2012, included a portion of the pool funds invested in Structured Notes and Asset-Backed Seurities:

Structured Notes: debt securities (other than asset-backed securities) whose cash flow characteristics
(coupon rate, redemption amount, or stated maturity) depend upon one or more indices and/or have
embedded forwards or options.

Asset-Backed Securities: generally mortgage-backed securities that entitle their purchasers to receive a
share of the cash flows from a pool of assets such as principal and interest repayments from a pool of
mortgages (for example, Collateralized Mortgage Obligations) or credit card receivables.

As of January 31, 2012, the County invested in LAIF, which had invested 0.51 % of the pool invesbnent funds
in Structured Notes and Asset-Backed Securities. As of January 31, 2012, the LAIF fair value factor of
1.001219643 was used to calculate the fair values of the invesbnents in LAIF.

LAIF is overseen by the Local Agency Invesbnent Advisory Board, which consists of five members, in
accordance with State statute.

H. Cash Held with Fiscal Agent

Cash and invesbnents with fiscal agents in the amount of $20,014,154 included certain amounts which are held
by fiscal agents to be used for payment of long term debt. These funds have been invested as permitted by
applicable County ordinance and resolutions.
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Santa Cruz County Redevelopment Agency
Notes to Basic Financial Statements, Continued
For the 7 month period ended January 31, 2012

3. LAND HELD FOR RESALE

Due to the current economic downturn, there is an increased theat of foreclosure on housing units with
affordabilty restrictions, which may result in the loss of the afford abilty restriction. The Agency has invested
considerable resources to create housing units with affordabilty restrictions. It has implemented a program to
retain the affordability restrictions by purchasing theatened units and re-selling them to income eligible
buyers. At January 31, 2012, the Agency had assets of $235,029 in Land Held for Resale.

4. INTERFUND TRANSACTIONS

A. Due To and Due From Other Funds

At Januar 31, 2012, the Agency had the following due to/from other funds:

Tax Increment
Revenue

Due from Other funds
Admistrative

Revenue Total
Due to other funds

Tax Increment Revenue
$ $

31,829
31,829 $

31,829
31,829

The due to and due from transactions with the Agency were made to allow for pass-though funds, projec costs,
and admintrative costs.

B. Transfers

At January 31, 2012, the Agency had the following transfers in/out:

Transfer In
Tax Increment Admistrative

Transfer Out Debt Service Revenue Revenue Total
Tax Increment Revenue $ 13,338,264 $ $ 1,521,095 $ 14,859,359

Admiistrative Revenue 1,240 1,240

$ 13,338,264 $ 1,240 $ 1,521,095 $ 14,860,599

Transfers with the Agency were used to move funds for operating expenses and debt service payments.
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Santa Cruz County Redevelopment Agency
Notes to Basic Financial Statements, Continued
For the 7 month period ended January 31, 2012

4. INTERFUND TRANSACTIONS, Continued

At January 31, 2012, the Agency had the following transfers in from/ out to the Primary Government
(County):

Transfer In

County of Santa Tax Increment

Cruz Revenue
10,961 $ $

Total

10,961

1,886,429

1,897,390

Transfer Out

Capital Projects

County of Santa Cruz
$

$ 10,961 $

1,886,429

1,886,429 $

Some previous transfers to the Primary Government (County), used to move funds for services per the
Amended and Restated Cooperation Agreement, adopted February 15, 2011, were reversed in th period.

5. LOANS RECEIVABLE

As of January 31, 2012, loans receivable consisted of the following:

Special Revenue Funds

Tax Low and Total

Increment Moderate Income Governmental

RDA Housing Loan Revenue Housing Projec Funds

Aptos Cottages (Miler) $ $ 3,150,000 $ 3,150,000

Felton Faire Predevelopment 1,667,863 1,667,863

First time homebuyer 5,728,796 34,192 6,068,988

Golden Torch 1,296,239 1,2%,239

Housing for independent people 40,940 40,940

Marmo's 1,500,000 142,323 1,64,323

McGregor 891,748 891,748

McGregor II 2,943,763 2,943,763

McIntosh Coach Purchases 104,65 104,656

McIntosh Coach Purchase #12 98,000 98,000

Mercy - McIntosh (Coach Loan) 348,666 348,666

Mercy - Rehab 95,237 95,237

Minto 2,177,780 8,013,963 10,191,743

Mobile Home Change Out Program 5,464,980 5,46,980

Mobile Home Rehab 352,772 23,069 375,841

Pacific Famiy - SCH 2,973,314 2,973,314

Pacific Family Coach Acquisitions 261,940 261,940

Pleasant Acres Permanent Finncing 3,512,452 3,512,452

Pleasant Acres Coach Acquisitions 124,875 124,875

San Andreas 700,000 700,000

Sorrento Oaks 10,000 10,000

Vista Verde Famiy Housing 1,165,00 1,165,000

St. Stephens Predevelopment 92,216 92,216

Total assets $ 16,214,076 $ 27,006,708 $ 43,220,784
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Santa Cruz County Redevelopment Agency
Notes to Basic Financial Statements, Continued
For the 7 month period ended Januar 31, 2012
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5. LOANS RECEIVABLE, Continued

Aptos Cottages (Miler)
Original amount: $3,150,000

Deferred unti permanent fiancing
Interest: 0.00%

Principal

Felton Housing Site
Original amount: $1,667,863

Deferred unti 6/1/10
Interest: 3.00%

Principal

First Time Homebuyers
Original amount: $5,378,523

Aggregate balance is comprised of
multiple loan to individual homebuyers

Interest: 0.00% - 5.00%

Principal

Balance

June 30, 2011 Increases

$ 3,150,000 $

1,667,863

6,090,206

33

Decreases

$

(21,218)

Balance

January 31, 2012

$ 3,150,000

1,667,863

6,068,988
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Santa Cruz County Redevelopment Agency
Notes to Basic Financial Statements, Continued
For the 7 month period ended January 31, 2012

5. LOANS RECEIVABLE, Continued

Balance Balance

June 30, 2011 Increases Decreases January 31, 2012

Golden Torch (Parkhurst Terrace)

Original amount: $2,316,427

Aggregate balance is comprised of

multiple loans to Mid-Peninsula Housing,
a non-profit affordable housing developer,
deferred until 2061 

Interest: 0.00%

Principal $ 1,296,239 $ $ $ 1,296,239

Housing for Independent People
Originl amount: $40,940

Deferred unti 11/0l/35 

Interest: 0.00%

Principal 40,940 40,940

Marmo's

Original amount: $1,500,000

Deferred unti 11 / 27/57

Interest: 0.00%

Principal 1,642,323 1,64,323

McGregor

Original amount: $948,250

Deferred until 1/25/60
Interest: 3.00%

Principal 891,748 891,748

McGregor II 

Original amount: $2,943,763

Aggregate balance is comprised of
multiple loans to South County Housing,

a non-profit affordable housing developer,
with varying terms and payment schedules

Interest: 0.00% - 4.00%

Principal 2,943,281 482 2,943,763

Mcintosh Coach Replacement Program
Origial amount: $129,727

Aggregate balance is comprised of multiple
loans to Mercy Charities Housing, a

non-profit affordable housing developer,
with varying terms and payment schedules

Interest: 3.00%

Principal 205,765 (3,109) 202,656
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Notes to Basic Financial Statements, Continued
For the 7 month period ended January 31, 2012

5. LOANS RECEIV ABLE, Continued

Balance Balance

June 30, 2011 Increases Decreases January 31, 2012

Mercy McIntosh

Orginl amount $290,000

$4,500 rrmum annual payment
Interest: 3.00% compounding annually

Principal $ 348,666 $ $ $ 348,66

Mercy McIntosh Rehab
Orginl amount: $70,00

Anual payment contingent upon
positive net cash flow

Interest: 3.00% compounding annually
Principal 95,237 95,237

Mobile Home Change Out

Originl amount: $5,517,980

Aggregate balance is comprised of
multiple loan to individuals with
Shared Application, deferred until sale/tranfer.

Interest: 0.00%

Principal 5,517,980 (53,00) 5,46,980

Mobile Home Rehab

Originl amount: $416,702

Aggregate balance is comprised of
multiple loan to individuals with
varying term and payment schedules

Interest: 3.00%

Principal 392,017 (16,176) 375,841

Pacific Famiy - SC
Orginl amount $1,242,565

Orgil amount to be rolled into

permanent financing
Interest: 0.00%

Principal 1,043,314 1,930,00 2,973,314

Pacific Family Coach Acquisitions

Orginl amount: $456,154

Deferred until project completion
Interest: 3.00%

Principal 261,940 261,940

35 I





l~
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6. CAPITAL ASSETS

Capital assets of the Agency at January 31,2012 are presented in the table below.

Balance Balace
June 30, 2011 Additions Deletions January 31, 2012

Non-depreciable assets:
Lad $ $ $ $

Construction in progress

Total non-depreciable assets:

Depreciable assets:

Buildings and improvement 35,204 35,204

Machery and equipment 76,941 76,941

Total depreciable asset: 112,145 112,145

Less accumulated depreciation for:
Buildings and improvement (24,64) (68) (25,325)
Machiery and equipment (68,11) (2,100) (70,511)

Total accumulated depreciation: (93,051) (2,785) (95,836)

Total depreciable assets, net: 19,094 (2,785) 16,309

Total Capital Assets $ 19,094 $ (2,785) $ $ 16,309

Depreciation expense was charged to functions/programs of the governmental activities as follows:

Governmental activities:
Public ways and facilities

Total depreciation expense - governental activities $ 2,785

7. RELATED PARTY TRANSACTIONS

County personnel provide management, accountig, and legal services to the Agency. Total charges for such
services in the period ended January 31,2012 were approximately $681,569 and are included in total expenses.
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Santa Cruz County Redevelopment Agency
Notes to Basic Financial Statements, Continued
For the 7 month period ended January 31, 2012

8. LONG-TERM DEBT

Activity in long-term debt at January 31, 2012, was as follows:

Begig
Orgil Issue Balance Endig Balce

Description Amount June 30, 2011 Additions Retiements Janua 31,2012

Tax Alocation Bonds

2000 Subordinate 17,855,000 11,875,000 (755,000) 11,120,000

Subordite 2000

Series A 27,415,000 25,895,000 (210,000) 25,685,000

2003 Refuding 48,35,000 35,800,000 (2,020,000) 33,780,000

Unaortied bond discount (194,382) (123,108) 5,670 (117,438)

2005 Series A 47,860,000 47,860,000 47,860,000

Unaortied bond premium 468,371 390,310 (9,108) 381,202

2005 Taxable Series B 21,000,000 19,690,000 (250,000) 19,440,000

Unaortied bond discount (45,159) (37,633) 878 (36,755)

2007 Refudig 10,755,000 10,365,000 (85,000) 10,280,000

2007 Refudig Series A 7,370,000 6,190,000 (405,000) 5,785,000

Unamortied bond premium 224,669 170,051 (8,737) 161,314

2009 Series A 55,970,000 55,590,000 (390,000) 55,200,00

Unaortied bond diount (180,815) (164,889) 3,907 (160,982)

2010 Taxable Series 18,500,000 18,500,000 18,500,000

Unaortied bond discount (462,750) (462,750) 10,797 (451,953)

2011 Series A 11,315,000 11,315,000 11,315,000

Unaortied bond diount (247,945) (247,945) 9,040 (23,905)
2011 Series B 5,595,000 5,595,000 5,595,000

Unamortied bond discount (203,574) (203,574) 4,750 (198,824)

Total Tax Alocation Bonds 247,995,462 (4,097,803) 243,897,659

Compensated absnces 301,418 (250,195) 51,22

Total Governental Activities $ 248,2%,880 $ - $ (4,347,998) $ 243,948,882

Due to the dissolution of the Agency as of January 31, 2012, $243,948,882 in long-term debt was assumed by
the Santa Cruz County Redevelopment Successor Agency. See the Basic Financial Statements for the period
ended June 30, 2012, for the Santa Cruz County Redevelopment Successor Agency, for inormation on
$243,962,239 in long-term debt ($4,969,184 due within one year and $238,993,055 due in more than one year) as

of June 30, 2012.

2000 Subordinate Tax Allocation Refunding Bonds

In August, 2000, the Agency issued the 2000 Subordinate Tax Allocation Refunding Bonds (Live Oak/Soquel
Community Improvement Project Area) in the original amount of $17,855,000. Interest from 4.25% to 5.25% is
paid semi-annually and principal payments are made at September 1st. Payments are secured by the pledge of
tax revenues. As of January 31, 2012, the total principal balance was $11,120,000. Principal and interest paid for
the current period were $1,052,720.

2000 Series A Subordinate Tax Allocation Bonds

In December, 2000, the Agency issued Subordinate Tax Allocation Bonds, 2000 Series A (Live Oak/Soquel
Community Improvement Project Area) in the original amount of $27,415,000. Interest from 5.0% to 5.375% is
paid semi-annually and principal payments are made at September 1st. Payments are secured by the pledge of
tax revenues. As of January 31, 2012, the total principal balance was $25,685,000. Principal and interest paid for
the current period were $895,306.
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8. LONG-TERM DEBT, Continued

2003 Tax Allocation Refunding Bonds

On August 28,2003, the Agency issued 2003 Tax Allocation Refunding Bonds (Live Oak/Soquel Community
Improvement Project Area) in the original amount of $48,435,000. Interest from 2.00% to 5.00% is paid semi-
annually and principal payments are made at September 1st. Payments are secured by the pledge of tax
revenues. As of January 31, 2012, the total principal balance was $33,780,000 and the unamortized bond
discount was $117,438. Principal and interest paid for the current period were $2,822,518.

2005 Series A Subordinate Tax Allocation Bonds

On November 17, 2005, the Agency issued Subordinate Tax Allocation Bonds, 2005 Series A (Live Oak/Soquel
Community Improvement Project Area) in the original amount of $47,860,000. Interest from 4.5% to 5.0% is
paid semi-annually and principal payments are made at September 1st. Payments are secured by the pledge of
tax revenues. As of January 31, 2012, the total principal balance was $47,860,000 and the unamortized bond
premium was $381,202. Principal and interest paid for the current period were $1,173,328.

2005 Series B Subordinate Tax Allocation Bonds

On November 17, 2005, the Agency issued Subordinate Tax Allocation Bonds, 2005 Taxable Series B (Live
Oak/Soquel Community Improvement Project Area) in the original amount of $21,000,000. Interest from 5.0%
to 5.650% is paid semi-annually and principal payments are made at September 1st. Payments are secured by
the pledge of tax revenues. As of January 31, 2012, the total principal balance was $19,440,000 and the

unamortized bond discount was $36,755. Principal and interest paid for the current period were $799,923.

2007 Taxable Subordinate Tax Allocation Refunding Bonds

On May 8, 2007, the Agency issued Subordinate Tax Allocation Refunding Bonds, 2007 Taxable (Live
Oak/Soquel Community Improvement Project Area) in the original amount of $10,755,000. Interest from
5.208% to 5.495% is paid semi-annually and principal payments are made at September 1st. Payments are
secured by the pledge of tax revenues. As of January 31, 2012, the total principal balance was $10,280,000.
Principal and interest paid for the current period were $368,788.

2007 Series A Tax Allocation Refunding Bonds

On November 7, 2007, the Agency issued Tax Allocation Refunding Bonds, 2007 Series A (Live Oak/Soquel
Community Improvement Project Area) in the original amount of $7,370,000. Interest from 4.00% to 5.25% is
paid semi-annually and principal payments are made at September 1st. Payments are secured by the pledge of
tax revenues. As of January 31, 2012, the total principal balance was $5,785,000 and the unamortized bond
premium was $161,314. Principal and interest paid for the current period were $535,144.
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8. LONG-TERM DEBT, Continued

2009 Series A Tax Allocation Bonds

On February 12, 2009, the Agency issued Tax Allocation Bonds, 2009 Series A (Live Oak/Soquel Community
Improvement Project Area) in the original amount of $55,970,000. Interest from 3.25% to 7.00% is paid semi-
annually and principal payments are made at September 1st. Payments are secured by the pledge of tax
revenues. As of January 31, 2012, the total principal balance was $55,200,000 and the unamortized bond
discount was $160,982. Principal and interest paid for the current period were $2,266,004.

2010 Taxable Housing Tax Allocation Bonds

On July 22, 2010, the Agency issued Tax Allocation Bonds, 2010 Taxable Housing Tax Allocation Bonds (Live
Oak/Soquel Community Improvement Project Area) in the original amount of $18,500,000. Interest from 2.95%
to 7.40% is paid semi-annually and principal payments are made at September 1st. Payments are secured by
the pledge of tax revenues. As of January 31, 2012, the total principal balance was $18,500,000 and the

unamortized bond discount was $451,953 . Principal and interest paid for the current period were $659,203.

2011 Series A Taxable Tax Allocation Bonds

On March 9,2011, the Agency issued Tax Allocation Bonds, 2011 Series A Taxable Tax Allocation Bonds in the
original amount of $11,315,000. Interest from 3.10% to 9.00% is paid semi-annually and principal payments are
made at September 1st. Payments are secured by the pledge of tax revenues. As of January 31, 2012, the total
principal balance was $11,315,000 and the unamortied bond discount was $238,905. Principal and interest
paid for the current period were $420,358.

2011 Series B Taxable Housing Tax Allocation Bonds

On March 9, 2011, the Agency issued Tax Allocation Bonds, 2011 Series B Taxable Housing Tax Allocation
Bonds in the original amount of $5,595,000. Interest from 3.10% to 9.25% is paid semi-annually and principal
payments are made at September 1st. Payments are secured by the pledge of tax revenues. As of January 31,
2012, the total principal balance was $5,595,000 and the unamortied bond discount was $198,824. Principal
and interest paid for the current period were $230,175.
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8. LONG-TERM DEBT, Continued

Pledges of(uture revenues

The Agency has pledged to the repayment of the 2000 Subordinate Refunding Bonds, the 2000 Series A
Subordinate Bonds, the 2003 Refunding Bonds, the 2005 Series A Bonds, the 2005 Series B Subordinate Bonds,
the 2007 Taxable Subordinate Refunding Bonds, the 2007 Series A Refunding Bonds, the 2009 Series A Bonds,
the 2010 Taxable Housing Bonds, the 2011 Series A Taxable Bonds, and the 2011 Series B Taxable Housing
Bonds (the "Bonds") Tax Revenues of the Agency's Live Oak/Soquel Community Improvement Project Area
pursuant to the various applicable Indentures of Trust, though the final maturity of the Bonds on March 1,
2037, or early retirement of the Bonds, whichever occurs first. Tax Revenues consist of tax increment revenues
allocated to the Agency with respect to the Live Oak/Soquel Community Improvement Project Area pursuant
to Section 33670 of the Redevelopment Law excluding (i) that portion of such tax increment revenues required
to be paid under the Tax-Sharing Agreements, unless the payment of such amounts has been subordinated to
the payment of debt service on the bonds; (ii) the School District Election amount; and (iii) amounts required
to be paid as statutory tax sharing. Annual principal and interest payments on the bonds are expected to
require 92 percent of tax revenues. The total principal and interest remaing to be paid on the Bonds is
$476,091,677.

At January 31, 2012, the total tax revenues for the current period were $11,850,929, and the total debt service
payment was $11,223,467. During the 7 month period ended January 31, 2012, bond debt service payments
required 94.71 % of the total tax increment revenues. The ratio of tax revenues to the bonds debt service
payments due during the 7 month period ended January 31, 2012, was 1.06 (106%). The Santa Cruz County

Redevelopment Successor Agency assumed all assets and liabilties of the Agency as of February 1, 2012.

Compensated Absences

Compensated absences are not accrued in governmental funds. At January 31, 2012, Agency liabilties
included approximately $30,622 vacation pay, $7,791 sick pay and $9,170 in other employee leave, for a total of
$47,583. These amounts do not exceed normal year's accumulation. The compensated absences total has been
increased by 7.65% for an adjusted total of $51,223. Adequate amounts are appropriated anually to pay these
obligations out of available financial resources.

GASB Statement No. 16, which became effective for the 1993-94 fiscal year, requires the Agency to accrue the
current portion of the liabilty. The Agency's current portion of the liabilty is $0. The Santa Cruz County
Redevelopment Successor Agency assumed all assets and liabilties of the Agency as of February 1, 2012.
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9. RISK MANAGEMENT

The Agency is exposed to various risks of loss related to torts; theft of, damage to and destruction of assets;
errors and omissions; injuries to employees; natural disasters; medical malpractice; unemployment coverage
and dental benefits to employees. The Agency is covered under the County's insurance policies. The County is
self-insured for its general and auto liability, workers' compensation, medical malpractice, and employees'
dental coverage. The County has chosen to establish risk-financing internal service funds where funds are set
aside for claim settements associated with the above risk of loss up to certain limits. Excess coverage is
provided by the California State Association of Counties (CSAC) Excess Insurance Authority (Insurance

Authority), a joint powers authority whose purpose is to develop and fund programs of excess inurance for
its member counties. The Insurance Authority is governed by a Board of Directors consistig of representatives
of the member counties. Self-insurance limits per occurrence and Insurance Authority limits per year are
presented in the County's financial statement. Settled claims resulting from these risks have not exceeded
commercial insurance coverage in any of the past three fiscal years for the Agency.

County-wide information concerning risks, insurance policy limits, deductible and designation for the period
ended January 31, 2012, may be found in the notes of the County's basic financial statements as of June 30,
2012.

10. ARBITRAGE REBATE PAYABLE

Section 148 of the Internal Revenue Code requires issuers of most types of tax-exempt bonds to rebate
investment earnings in excess of bond yield to the United States Internal Revenue Service in intallment
payments made at least once every five years, with the final installment made when the last bond in the issue
is redeemed.

The 2000 Subordinate Tax Allocation Refunding Bonds are subject to ths requirement. The most recent Interim
Arbitrage Rebate Analysis was completed September 20, 2010. There was no rebate due to the government.

The 2000 Series A Subordinate Tax Allocation Bonds are subject to th requirement. The most recent Interim

Arbitrage Rebate Analysis was completed September 27, 2010. There was no rebate due to the government.

The 2005 Series A Subordinate Tax Allocation Bonds are subject to ths requirement. The most recent Interim
Arbitrage Rebate Analysis was completed November 27, 2010. There was no rebate due to the governent.

Future computations of the rebate requirement for the tax allocation bonds and new bond issues wil be
calculated by a consulting firm as the Agency management considers appropriate. Agency management, as of
January 31, 2012, believes there are no arbitrage rebate liabilties.

11. COMMITMENTS AND CONTINGENCIES

A. Lawsuits

The Agency is presently involved in certain matters of litigation that have arisen in the normal course of
conducting Agency business. Agency management believes, based upon consultation with the Agency
Attorney, that these cases, in the aggregate, are not expected to result in a material adverse financial impact on
the Agency. Additionally, Agency management believes that the Agency's inurance programs are sufficient
to cover any potential losses should an unfavorable outcome materialize.
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11. COMMTMENTS AND CONTINGENCIES, Continued

B. Commitments

The following is a list of commitments at January 31, 2012:

LION Program

The Farm Park
East Cliff Beach Improvements

Twin Lakes Beach Improvements

East Cliff Stabilization Project

Live Oak Resource Center

St. Stephens Affordable Housing

Gemma Program Housing

Total

$ 55,090

40,901

2,552,530

24,361

55,406

22,026

331,284

19,875

3,101,473$

As of January 31,2012, in the opinion of Agency management, there were no additional outstading matters
that would have a signiicant effect on the financial position of the funds of the Agency. The Santa Cruz
County Redevelopment Successor Agency assumed all assets and liabilties of the Agency as of February I,
2012.

12. RESTRICTED NET ASSETS

Restricted net assets are net assets whose use is subject to constraints that are either (1) externally imposed
by creditors (such as debt covenants), grantors, contributors, or laws or regulations of other governents or
(2) imposed by law through constitutional provisions or enabling legislation. At January 31, 2012, the Agency
had $47,534,733 restricted for low income housing, which is restricted by enabling legislation.

13. EXCESS OF EXPENDITURE OVER APPROPRIA nONS

The following funds had expenditures that exceeded appropriations:

Account with excess expenditure Excess Amount

Capital Projects Fund:
Professional Services

Total
$
$

44,607

44,607

LMIH Projects Fund:

Operation of Acquired Property
Total $

20,125

20,125
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Santa Cruz County Redevelopment Agency
Notes to Basic Financial Statements, Continued
For the 7 month period ended January 31,2012

13. EXCESS OF EXPENDITURE OVER APPROPRIATIONS, Continued

Expenditures in excess of appropriations are explained as follows:

Capital Project Fund - These overages are due to certain expenditures being accounted for in expenditure
categories other than those anticipated during the budgeting process and are offset by under expenditures in
other categories.

LMIH Project fund - These overages are due to certain expenditures being accounted for in expenditure
categories other than those anticipated during the budgeting process and are offset by under expenditures in
other categories.

14. RECENT CHANGES IN LEGISLATION AFFECTING CALIFORNIA REDEVELOPMENT AGENCIES

On June 29, 2011, the Governor of the State of California signed Assembly Bil XL 26 as part of the State's
budget package. The League of California Cities and the California Redevelopment Association (CRA) filed a
lawsuit on July 18, 2011 on behalf of cities, counties and redevelopment agencies petitioning the California
Supreme Court to overturn Assembly Bil XL 26 on the grounds that it violates the California Constitution. On
August 11, 2011, the Caliornia Supreme Court issued a stay of most of Assembly Bil XL 26. On December 29,
2011, the California Supreme Court issued a ruling upholding Assembly Bil XL 26, with provision to delay
certain implementation dates in Assembly Bil XL 26 by four month. Assembly Bil XL 26 requires each
California redevelopment agency to suspend nearly all activities except to implement existig contracts, meet
already-incurred obligations, preserve its assets and prepare for the impending dissolution of the agency.

Per Assembly Bil XL 26, the Agency dissolved as of January 31, 2012. On January 10, 2012, per Resolution No.
5-2012, the County of Santa Cruz elected to assume the duties of the Santa Cruz County Redevelopment
Successor Agency, as well as the duties of the Santa Cruz County Redevelopment Agency housing successor.
The Santa Cruz County Redevelopment Successor Agency assumed all assets and liabilties of the Agency as of
February 1, 2012. Per Assembly Bil XL 26, all housing assets, except cash balances, then transferred from the
Successor Agency to the County of Santa Cruz as Contributions to other agencies in the amount of $45,701,406
as of February 1, 2012. It is necessary to look at the Santa Cruz County Redevelopment Successor Agency
Basic Financial Statements for the five months ended June 30,2012, in conjunction with ths report to have a
full picture of the whole 2011-12 fiscal year. Management believes that the Successor Agency wil have
sufficient funds to pay its obligations as they become due during the remainder of the fiscal year ending June
30,2012.

Assets and liabilties transferred from the Santa Cruz County Redevelopment Agency to the Santa Cruz
County Redevelopment Successor Agency as of January 31, 2012 are presented in the table below. They result
in an extraordinary loss in the amount of $174,032,971 to the Santa Cruz County Redevelopment Successor
Agency because of its assumption of the Santa Cruz County Redevelopment Agency's long term debt.

7,
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14. RECENT CHANGES IN LEGISLATION AFFECTING CALIFORNIA REDEVELOPMENT AGENCIES,
Continued

Governmental
Activities

ASSETS

Current Assets:
Cash and investments
Restricted cash with fiscal agent
Total curent assets

Noncurrent Assets:
Restricted cash with fiscal agent
Loans receivable - housing
Land held for resale
Deferred bond issuance costs
Capital assets:
Depreciable, net

Total capital assets

Total noncurent assets

Total assets

$ 8,810,310

3,960,000

12,770,310

16,054,154

43,220,784

235,029

3,913,330

16,309

16,309

63,439,60

76,209,916

LIABILITIES

Current Liabilities:
Accounts payable - claims

Interest payable

Total curent liabilties

414,631

5,879,374

6,294,005

Long-Term Liabilities:
Compensated absences - due in more than one year
Long-term debt - due in more than one year

Total long-term liabilties

Total liabilties

51,22
243,897,659

243,948,882

250,242,887

NET ASSETS

Invested in capital assets, net of related debt
Restricted for:

Capital projects

Low and moderate income housing projects
Debt service
Unrestricted

Total net assets (deficit)

16,309

2,366,544

47,534,733

20,014,154

(243,964,711 )

(174,032,971)$
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Santa Cruz County Redevelopment Agency
Notes to Basic Financial Statements, Continued
For the 7 month period ended January 31, 2012

14. RECENT CHANGES IN LEGISLATION AFFECTING CALIFORNIA REDEVELOPMENT AGENCIES,
Continued

The Santa Cruz County Redevelopment Agency, as a component unit of the Santa Cruz County, is a
governmental fund and thus is presented with the modified accrual basis of accounting, which includes
governmental fund financial statements. The Santa Cruz County Redevelopment Successor Agency, as a
private purpose trust fund, is a fiduciary fund and thus is presented with the accrual basis of accountig,
which does not include governmental fund financial statements.

Assembly Bil XL 26 directs the State Controller of the State of California to review the propriety of any
transfers of assets between redevelopment agencies and other public bodies that occurred after January i,
2011. If the public body that received such transfers is not contractually committed to a thrd party for the
expenditure or encumbrance of those assets, the State Controller is required to order the available assets to be
transferred to the public body designated as the successor agency by Assembly Bil XL 26.

The Agency did transfer assets to the County of Santa Cruz after January i, 2011, pursuant to various
cooperation agreements with the County of Santa Cruz. In the event that the State Controller of the State of
California orders any of the transferred assets returned to the Santa Cruz County Redevelopment Successor
Agency, the County might be impacted.
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15. Supplemental Educational Revenue Augmentation Fund

On July 28, 2009, the State adopted AB 26 4x, which includes provisions that require the Agency to pay from
the Tax Increment Revenue Fund to a Supplemental Educational Revenue Augmentation Fund $2,245,594 in
2010/11. The California Redevelopment Association has taken legal action to challenge the provisions as
unconstitutionaL. On May 4, 2010, Judge Lloyd G. Connelly denied the petitions of the Californa
Redevelopment Association. The California Redevelopment Association has appealed. At the tie of this

writing, the outcome of the appeal is uncertain.
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Santa Cruz County Redevelopment Agency
Required Supplementary Information, Continued
For the 7 month period ended January 31, 2012

1. BUDGETARY INFORMATION

In accordance with Section 33606 of the California Communty Development Law, the Agency prepares and
adopts a budget for each fiscal year.

The budget is a compilation of operatig budgets from: individual functional units withn the Tax Increment
Revenue Fund, Administration Fund, Capital Project Fund, and Low and Moderate Income Housing Fund.
Budgets are adopted for all funds except for Debt Service Funds.

The Agency follows the County's procedures in establishig the budgetary data reflected in the financial
statements:

1. Prior to July 1, the County Administrative Officer submits to the Board of Supervisors a proposed

program budget for the fiscal year commencing the following July 1. The budget includes proposed
expenditures and the means of financing them. In addition, the Auditor-Controller submits a
proposed budget containing the line items of revenue and appropriations based upon the County
Administrative Office budget proposaL.

2. On or before August 20, public hearings are conducted to obtain public comments. Such hearings shall
be concluded within 10 calendar days.

3. On or before October 2, the budget is legally enacted though passage of a resolution.

4. On or before November 1, the Auditor-Controller publishes a final budget as recommended by the
County Administrative Officer and adopted by the Board of Supervisors.

5. Budget units are expenditure classifications which identiy accountig or cost centers necessary or
desirable for control of the County financial operation.

6. The Agency uses formal budgetary integration as a management control device during the year.

7. Budgets are adopted on a basis consistent with GAAP except for the following different classifications:

. Interfund transfers are reported as revenues or expenditures for budgetary purposes, however, for

GAAP purpose are reported as other financing sources.

. Proceeds for the sale of assets and the issue of new debt are reported as revenues for budgetary

purposes, however, for GAAP purpose are reported as other financing sources.

8. Budgetary control is maintained at the character level, except for capital assets and other charges
which are controlled by line item. Character levels are appropriation totals for categories of
expenditure. The Board of Supervisors approves all transfers of budgeted appropriation amounts
between budget units within any fund or between expenditures outside of budgetary control limits.
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1. BUDGETARY INFORMATION, Continued

The Board of Directors of the Agency approves all transfers of budgeted appropriation amounts between
budget units, expenditure objects and accounts within the capital asset object. The expenditure objects are
salaries and employee benefits, services and supplies, intra-fund transfers or control accounts, redevelopment
projects and programs, and capital assets.

All appropriations (except those required by law to be continuously appropriated from year to year) lapse at
the end of the fiscal year, except for encumbered balances and project length budgets which are

re-appropriated in the next year.
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Santa Cruz County Redevelopment Agency
Required Supplementary Information, Continued
For the 7 month period ended January 31, 2012

The following is the budget comparison schedules for the major special revenue funds.

Schedule of Revenues, Expenditures and Changes in Fund Balances - Budget and Actual - Tax Increment Special
Revenue Fund

Variance with

Final Budget

Budgeted Amounts Actual Positive

Original Final Amount (Negative)

FUND BALANCE, BEGINNING $ 22,695,051 $ 22,695,051 $ 22,695,051 $

RESOURCES (INFLOWS)

Incremental property taxes 22,141,306 22,141,306 1li50,929 (10,290,377

Penalties and interest on delinquent 31,998 31,998

Interest income - combined 161,250 161,250 32,242 (129,008)

Sale of fixed assets 9,599 9,599

Gain on land held for resale
Other revenue 4,800 4,800 (24,701) (29,501)

Transfers in 229,887 li87,667 li87,669 2

Amount Available for Appropriation 22,537,243 24i95,023 13,787,736 (10i07,287)

CHARGES TO APPROPRIATIONS (OUTFLOWS)

Administrative costs (1) 1

Real estate purchases (2,953) 2,953

Rehabiltation costs and grants 3,989,435 3,989,435

Interest expense 10,219,685 10,219,685 10,219,685

Long term debt principal payments 3,118i31 3,118,631 3,118i31

Loss on sale of fixed assets
Transfers out 948i94 U84,819 14i59,359 (13,374,540)

Total Charges to Appropriation 14,287,010 18i12,570 14i5M05 3,956,165

FUND BALANCE, ENDING $ 30,945,284 $ 28,077,504 $ 21,626,382 $ (M5U22)
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1. BUDGETARY INFORMATION, Continued

Schedule of Revenues, Expenditures and Chanzes in Fund Balances - Budzet and Actual- Administration Special

Revenue Fund

Variance with
Finl Budget

Budgeted Amounts Actual Positive

Original Final Amount (Negative)

FUND BALANCE, BEGINNING $ 984 $ 984 $ 984 $

RESOURCES (INFLOWS)

Interest income - County pool 2 2 (838) (840)

Other revenue 20 20 (20)

Transfers in 948,694 1,484,819 1,521,095 36,276

Amounts Available for Appropriation 948,716 1,484,841 1,520,257 35,416

CHARGES TO APPROPRIATIONS (OUTFLOWS)

Administrative cost 466,836 466,836 358,496 108,340

Professional services 289,344 437,744 281,330 156,414

Accounting services 15,175 15,175 10,175 5,000

Legal services 70,000 70,000 32,834 37,166

Planning survey and design services 107,106 494,831 387,724 107,107

Operating transfers out 1,241 1,241 1,240 1

Total Charges to Appropriation 949,702 1,85,827 1,071,799 414,028

FUND BALANCE, ENDING $ (2) $ (2) $ 449,442 $ 449,444

,
54



(s~
Santa Cruz County Redevelopment Agency
Required Supplementary Information, Continued
For the 7 month period ended January 31, 2012

55 i



(S~

Santa Cruz County Redevelopment Agency
Required Supplementary Information, Continued
For the 7 month period ended January 31, 2012

56



(54

MACUM
ACCOUNTANTS A ADVISORS

INDEPENDENT AUDITORS' 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

To the Members of the Board of Directors
of the Santa Cruz County Redevelopment Agency

Santa Cruz, California

We have audited the basic financial statements of the governmental activities, each major fund, and
aggregated remainig fund information of the Santa Cruz County Redevelopment Agency (the

"Agency"), a component unit of the County of Santa Cruz, California (the "County"), as of and for the
seven month ended January 31, 2012, and have issued our report thereon dated December 21, 2012.
We conducted our audit in accordance with auditig 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.

Internal Control Over Financial Reporting

Management of the Agency is responsible for establishing and maintaing effective internal control
over financial reports. In planning and performing our audit, we considered the Agency's internal
control over financial reportig as a basis for designig our auditig procedures for the purpose of
expressing our opinon on the financial statements, but not for the purpose of expressing an opinion
on the effectiveness of the Agency's internal control over financial reportig. Accordingly, we do not
express an opinion on the effectiveness of the Agency's internal control over financial reporting.

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 combination
of deficiencies, in internal control, such that there is a reasonable possibilty that a material
misstatement of the Agency's financial statements wil not be prevented, or detected and corrected,
on a timely basis.

Our consideration of internal control over financial reporting was for the limited purpose described in
the first paragraph of this section and was not designed to identify all deficiencies in internal control
over financial reporting that might be deficiencies, significant deficiencies or material weaknesses.

We did not identiy any deficiencies in internal control over financial reportig that we consider to be
material weaknesses, as defined above.

fI
MA(iRP

MEMBER

Marcum UP 11 lOt Montgomery Street 11 Suite t900 . San Francisco, CaUfomla 94t04 . Phone 415.981.9400 -Fax 415.391.2310 . manmllp.com
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To the Members of the Board of Directors
of the Santa Cruz County Redevelopment Agency

Santa Cruz, California
Page 2

Compliance and Other Matters

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

This report is intended solely for the information and use of management, the County's audit
committee, the Board of Directors of the Agency, others withn the Agency, and the California State
Controller's Office, Division of Accountig and Reportig and is not intended to be and should not be
used by anyone other than these specified parties.

VY~LLf
Marcum LLP
Certified Public Accountants
Irvine, California
December 21, 2012
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ACCOUNTANTSà ADVISORS

INDEPENDENT AUDITORS' REPORT

To the Members of the Board of Supervisors
of the Santa Cruz County Redevelopment Successor Agency

Santa Cruz, California

We have audited the accompanying financial statements of the activities of the Santa Cruz County
Redevelopment Successor Agency (the "Successor Agency") as of and for the five months ended June
30, 2012, which comprise the Successor Agency's basic financial statements as listed in the table of
contents. These financial statements are the responsibilty of the Successor Agency's management.
Our responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditig 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 misstatement. An audit includes consideration of internal control over financial
reporting as a basis for designig audit procedures that are appropriate in the circumstances but not
for the purpose of expressing an opinion on the effectiveness of the Successor Agency's internal

control over financial reporting. Accordingly, we express no such opinon. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accountig principles used and signficant 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 basic financial statements referred to above present fairly, in all material respects,
the respective financial position the Successor Agency as of June 30, 2012, and the respective changes
in financial position for the five months ended June 30, 2012 in conformity with accounting principles
generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated December
21, 2012, on our consideration of the Successor Agency'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 to describe the scope of our testig of
internal control over financial reportig and compliance and the results of that testig, and not to
provide an opinion on internal control over financial reportig or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards and should
be considered in assessing the results of our audit.

fIMAi3P
MEMlJER

Marcum UP it 101 Montgomery Street Ii Suite 1900 1\ San Francisco, Caliornia 94104 Ii Ptone 415.981.9400 .. Fax 415.391.2310 II marcumllp.com
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To the Members of the Board of Supervisors

of the Santa Cruz County Successor Agency
Santa Cruz, California
Page 2

As explained further in Note 13 to the basic financial statements, the California State Legislature
enacted Assembly Bil XL 26 (the "Bil") dissolving the County's redevelopment agency as of January
31,2012. In accordance with the timeline set forth in the Bil (as modified by the California Supreme
Court on December 29, 2011) all redevelopment agencies in the State of California were dissolved and
ceased to operate as a legal entity as of February 1, 2012. After the date of dissolution, the assets and
activities of the dissolved redevelopment agency are reported in a fiduciary fund (private-purpose
trust fund). The transfer of the assets and liabilties of the former redevelopment agency as of
February 1, 2012 (effectively the same date as January 31, 2012) to the Santa Cruz County
Redevelopment Successor Agency is reported in the private-purpose trust fund as an extraordinary
loss in the amount of $174,032,971.

Also as explained further in Note 13, due to the dissolution of the redevelopment agencies, it is
necessary to read ths report in conjunction with that of the Santa Cruz County Redevelopment
Agency basic financial statements for the seven month ended January 31, 2012, in order to gain a full
understanding of the fiscal year (twelve month period ended June 30, 2012).

Management has omitted the Management 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 appropirate operational,

economic, or historical context. Our opinion on the basic financial statements is not affected by this
omission.

7XJ)Jit¿h~ L ¿f
Marcum LLP
Certified Public Accountants
Irvine, California
December 21, 2012
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Santa Cruz County Redevelopment Successor Agency
Statement of Fiduciar Net Assets

June 30, 2012

Governental
Activities

ASSETS

Current Assets:

Cash and investments $ 15,168,191

Restricted cash with fiscal agent 47,570

Total curent assets 15,215,761

Noncurrent Assets:

Restricted cash with fiscal agent 12,908,697

Deferred bond issuance costs 3,824,455

Depreciable, net 15,087

Total capital assets 15,087

Total noncurent assets 16,748,239

Total assests 31,964,000

LIABILITIES

Current Liabilities:

Accounts payable - claims 190,263

Accounts payable - payroll 2,655

Interest payable 4,703,499

Compensated absences - due within one year 43,665

Long-term debt - due within one year 4,925,519

Net assets - begining
Total curent liabilties 9,86,601

Net assets - ending

Long-Term Liabilities:

Compensated absences - due in more thn one year 8,631

Long-term debt - due in more thn one year 238,984,424

Total long-term liabilties 238,993,055

Total liabilties 248,858,656

NET ASSETS

Invested in capital assets, net of related debt 15,087

Restricted for:

Capital projects 2,159,105

Low and moderate income housing projects 810,217

Debt service 20,608,629

Umestricted (240,487,694)

Total net assets (deficit) $ (216,894,656)

See accompanying Notes to Basic Financial Statements.
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Santa Cruz County Redevelopment Successor Agency
Statement of Activities and Changes in Ficuciary Net Assets
For the five months ended June 30, 2012

i~-S

Net assets - begining

Net assets - ending

Net (Expense)

Revenue and

Chnges in 

Net Assets

Program Governental
Expenses Revenues Activities

$ 1,831,853 $ $ (1,831,853)

5,980,534 (5,980,534)

$ 7,812,387 $ (7,812,387)

8,317,878

17,354

612

2,262,264

10,598,108

(45,701,406)

(174,032,971)

(216,894,656)

$ (216,894,656)

Functions/rograms

Primar government:

Public ways and facilities

Interest and fiscal charges on long-term debt (unallocated)

Total goverental activities

General Revenues:

Incremental property taxes

Interest Earngs:

Unrestricted

Restricted

Other Revenue:

Miscellaneous

Total general revenues

Contributions to other agencies

Extraordinary Loss on Dissolution of Redevelopment Agency

Change in net assets

See accompanying Notes to Basic Finncial Statements.
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Santa Cruz County Redevelopment Successor Agency
Notes to Basic Financial Statements
For the Five Month Period Ended June 30, 2012

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The basic financial statements of the County of Santa Cruz Redevelopment Successor Agency (Successor
Agency), a fiduciary fund, have been prepared in conformity with Generally Accepted Accounting Principles
(GAAP) as applies to private purpose trust funds. Private purpose trust funds report resources of other trust
arrangements in which principal and income benefit individuals, private organizations, or other governments.
Private purpose trust funds are reported using the economic resources measurement focus and the accrual
basis of accounting. This fund is used to report the assets, liabilties, and activities of the Santa Cruz County
Redevelopment Successor Agency. The Governmental Accounting Standards Board (GASB) is the accepted
standard-settg body for establishing governmental accountig and financial reportig principles. The more
significant of the Successor Agency's accounting policies are described below.

A. Reporting Entity

The County was incorporated in 1850 under the provisions of Article II, Section 3 of the California State
Constitution and is a general law county. The Redevelopment Agency was activated by the Board of
Supervisors with the adoption of Ordinance No. 3736 on April 1, 1986. The Board of Supervisors established
the Live Oak/Soquel Community Improvement Project on May 12, 1987, by Ordinance No. 3836, pursuant to
the California Community Redevelopment Law. The Redevelopment Agency was dissolved per Assembly Bil
XL 26 on January 31,2012. On January 10, 2012, per Resolution No. 5-012, the County of Santa Cruz elected to
assume the duties of the Santa Cruz County Redevelopment Successor Agency.

The Successor Agency is governed by the County Board of Supervisors serving in a separate capacity as the
governing board of the Successor Agency. The Successor Agency is tasked with winding down the activities
of the former redevelopment agency, including paying off debt and disposing of property of the former
redevelopment agency.

Per the document, Accounting and Financial Reporting for Dissolution of Californa Redevelopment Agencies,
issued May 2012 by the California Committee on Municipal Accounting (a joint committee comprised of
representatives of the League of California Cities and the California Society of Certiied Public Accountants),
redevelopment successor agencies should be reported as a fiduciary fund (private-purpose trust fund) of the
host city or county.

B. Basis of Accounting and Measurement Focus

The basic financial statements include the Statement of Fiduciary Net Assets and the Statement of Activities
and Changes in Fiduciary Net Assets.

The basic financial statements are prepared using the economic resource measurement focus and the accrual
basis of accountig. Accordingly, all assets and liabilties (whether current or non-current) are included on the
Statement of Fiduciary Net Assets. The Statement of Activities and Changes in Fiduciary Net Assets presents
increases (revenues) and (decreases) in total Fiduciary net assets. Under the accrual basis of accounting,

revenues are recognized in the period in which they are earned while expenses are recognzed in the period in
which the liabilty is incurred.

8
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Santa Cruz County Redevelopment Successor Agency
Notes to Basic Financial Statements, Continued
For the Five Month Period Ended June 30, 2012

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

B. Basis of Accounting and Measurement Focus, Continued

All eliminations have been made as prescribed by GASB Statement No. 34 in regards to interfund activities,
payables and receivables. All internal balances in the Statement of Fiduciary Net Assets have been eliminated.
The following interfund activities have been eliminated:

. Due to and from other funds

. Transfers in and out

C. Cash, Cash Equivalents and Investments

The Successor Agency maintains a cash balance in the County investment pool to meet current operatig

requirements. Cash in excess of current requirements is invested by the Successor Agency in various interest-
bearing securities and disclosed as part of the Successor Agency's investments.

In accordance with GASB Statement No. 31, Accounting and Financial Reporting for Certain Investments and for
External Investment Pools, highly liquid market investments with maturities of one year or less at time of

purchase are stated at amortized cost. All other investments are stated at fair value. Market value is used as
fair value for those securities for which market quotations are readily available.

D. Restricted Cash and Investments for Debt Service Fund

Certain restricted cash and investments are held by fiscal agents for the redemption of bonded debt

9 z
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Santa Cruz County Redevelopment Successor Agency
Notes to Basic Financial Statements, Continued
For the Five Month Period Ended June 30, 2012

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

E. Interfund Transactions

Activity between funds that are representative of lending/borrowing arrangements outstanding at the end of
the fiscal year are referred to as "due to/from other funds."

Transactions that constitute reimbursements to a fund for expenditures initially made from it that are properly
applicable to another fund are recorded as expenditures in the reimbursed fund. All other interfund
transactions, except quasi-external transactions and reimbursements, are reported as transfers. Nonrecurring
or nonroutine permanent transfers of equity are reported as residual equity transfers. All other interfund
transfers are reported as transfers.

F. Capital Assets

Government-Wide Financial Statements

The Successor Agency's assets are capitalized at historical cost or estimated historical cost. The Successor
Agency's policy has set the capitalization theshold for reporting capital assets at $5,000 (for equipment and
vehicles) and $25,000 (for buildings and structures). Gifts or contributions of capital assets are recorded at fair
market value when received.

Depreciation is recorded on a straight-line basis over the estimated useful lives of the assets as follows:

Buildings and structures
Equipment and vehicles

10-50 years
3-15 years

The Successor Agency had no inrastructure assets at June 30, 2012.

G. Long-Term Liabilities

Government-Wide Financial Statements

Long-term debt and other financed obligations are reported as liabilties in the Government-Wide Financial
Statements. Bond premiums and discounts, as well as issuance costs, are deferred and amortized over the life
of the bonds using the effective interest method. Bonds payable are reported net of the applicable premium or
discount. Issuance costs are reported as deferred charges.

10 7
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Santa Cruz County Redevelopment Successor Agency
Notes to Basic Financial Statements, Continued
For the Five Month Period Ended June 30, 2012

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

H. Fiduciary Net Assets and Fund Balances

In the Government-Wide Financial Statements, fiduciary net assets are classified in the following categories:

Invested in Capital Assets, Net of Related Debt - This amount consists of capital assets net of accumulated
depreciation and reduced by outstanding debt that is attibuted to the acquisition, construction, or
improvement of the capital assets.

Restricted Net Assets - This amount is restricted by external creditors, grantors, contributors, or laws or
regulations of other governments.

Unrestricted Net Assets - This amount is all net assets that do not meet the definition of "invested in capital

assets, net of related debt" or "restricted net assets."

When an expense is incurred for purposes for which both restricted and unrestricted net assets are available,
the Successor Agency's policy is to apply restricted net assets first. The Successor Agency considers restricted
fund balances to be spent first when both restricted and unrestricted resources are available for use.

1. Proper Taxes

All property taxes are levied, collected, and allocated by the County to the various taxing entities including the
Successor Agency. All property taxes are determined annually on July 1 and attched as an enforceable lien on

January 1. Secured property taxes are due in two installments on November 1 and February 1 and become
delinquent, if unpaid, on December 10 and April 10, respectively. Property tax revenues include only property
taxes resulting from increased assessed values within the boundaries of the Successor Agency and are
recognized in the fiscal year for which the taxes have been levied and apportioned to the Successor Agency's
accounts by the County. The County bils and collects property taxes and remits them to the Successor Agency.

Incremental property tax revenues represent excess taxes levied in the former redevelopment project area over
that amount levied in the base year (the inception year of the former redevelopment project area). Startig
January 2012, pursuant to Assembly Bil XL 26 and Assembly Bil 

1484, the Successor Agency must prepare
Recognzed Obligation Payment Schedules (ROPS), listig enforceable obligations of the Successor Agency, for
each six month period. The County allocates to the Successor Agency only the portion of incremental property
tax revenues the Successor Agency claims as necessary to pay the estimated intallment payments on
enforceable obligations on the ROPS for each six month period. For the five month period ended June 30, 2012,
the amount of property taxes received was $8,371,878.

The Successor Agency participates in the County "Teeter Plan" method of property tax distribution. Under the
Teeter Plan, the County remits property taxes to the Successor Agency based upon assessments, not

collections. Property tax revenue is recognized when it is available and measurable.

J. Use of Estimates

The preparation of the basic financial statements in conformity with accountig principles generally accepted
in the United States 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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Santa Cruz County Redevelopment Successor Agency .
Notes to Basic Financial Statements, Continued
For the Five Month Period Ended June 30, 2012

2. CASH AND INVESTMENTS

A. Summary of Deposit and Investment Balances

Cash and investments consisted of the following at June 30, 2012:

Restricted Unrestricted Total

Pooled cash and investments
held by the County of Santa Cruz $ $ 15,168,191 $ 15,168,191

Cash with fiscal agent 12,956,267 12,956,267

Total $ 12,956,267 $ 15,168,191 $ 28,124,58

B. Cash Held with the Santa Cruz County Treasury

The Successor Agency pools cash from all sources and all funds except cash and investments with fiscal agents
with the County Treasurer so that it can be invested at the maximum yield, consistent with safety and
liquidity, while individual funds can make expenditures at any time. The Santa Cruz County Treasury
Oversight Committee oversees the Treasurer's investments and policies.

The California Government Code requires California banks and savings and loan associations to secure the
County's cash deposits by pledging securities as collateraL. This Code states that collateral pledged in ths
manner shall have the effect of perfectig a security interest in such collateral superior to those of a general
creditor. Thus, collateral for cash deposits is considered to be held in the County's name.

The market value of pledged securities must equal at least 110% of the County's cash deposits. Californa law
also allows intitutions to secure County deposits by pledging first trust deed mortgage notes having a value
of 150% of the County's total cash deposits. The County may waive collateral requirements for cash deposits,
which are fully insured up to $250,000 by the Federal Deposit Insurance Corporation. The County, however,
has not waived the collateralization requirements.

12
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Santa Cruz County Redevelopment Successor Agency
Notes to Basic Financial Statements, Continued
For the Five Month Period Ended June 30, 2012

2. CASH AND INVESTMENTS, Continued

C. Investments

The table below identifies the investment types that are authorized for the County by the California
Government Code or the County's investment policy, where more restrictive. The table also identifies certain
provisions of the County's investment policy that address interest rate risk, credit risk, and concentration risk.

Maximum Maximum
Maximum Percentage of Investment in

Authorized Investment Types Maturity Portfolio One Issuer

Local agency bonds 5 years 100% None
U.S. Treasury obligations 5 years 100% None
U.S. Government Agency obligations None 25% None
State of California obligations 5 years 100% None
Banker's acceptances 180 days 40% 30%

Commercial paper 270 days 40% 10%

Negotiable certificates of deposit 5 years 30% None
Non-negotiable certificates of deposit 180 days 10% 10%

Repurchase agreements 1 year 100% None
Medium-term notes 5 years 30% None
Mutual funds/money market mutual fud N/A 10% 10%

Local Agency Investment Fund (LAlF) N/A $50 milion None

Joint Powers Authority investment funds None 25% None

In accordance with GASB Statement No. 31, Accounting and Financial Reporting for Certain Investments and for
External Investment Pools, investments were stated at cost, as the fair market value adjustment at the year end
was immateriaL.

Investments of debt proceeds held by the bond trustee are governed by provisions of the debt agreements,
rather than the general provisions of the California Government Code or the County's investment policy.

D. Interest Rate Risk

The County manages its exposure to declines in fair values by limitig the weighted average maturity of its
investment portfolio to five years or less in accordance with its investment policy.
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Santa Cruz County Redevelopment Successor Agency
Notes to Basic Financial Statements, Continued
For the Five Month Period Ended June 30, 2012

2. CASH AND INVESTMENTS, Continued

E. Concentration of Credit Risk

At June 30, 2012, in accordance with State law and the County's Investment Policy, the County did not have
5% or more of its net investment in commercial paper, corporate bonds or medium term notes of a single
organization, nor did it have 10% or more of its net investment in anyone money market mutual fund.
Investments in obligations of the U.S. government, u.s. government agencies, or government-sponsored
enterprises are exempt from these limitations.

F. Custodial Credit Risk

For investments and deposits held with fiscal agents, custodial credit risk is the risk that, in the event of the
failure of the counterparty, the County wil not be able to recover the value of its investments or deposits that
are in the possession of an outside party. At year end, the County's investment pool and cash with fiscal
agents had no securities exposed to custodial credit risk.

G. Local Agency Investment Fund

The County is a participant in LAIF which is regulated by California Government Code Section 16429 under
the oversight of the Treasurer of the State of California. The County's investments with LAIF at June 30, 2012,
included a portion of the pool funds invested in Structured Notes and Asset-Backed Securities:

Structured Notes: debt securities (other than asset-backed securities) whose cash flow characteristics
(coupon rate, redemption amount, or stated maturity) depend upon one or more indices and/ or have
embedded forwards or options.

Asset-Backed Securities: generally mortgage-backed securities that entitle their purchasers to receive a
share of the cash flows from a pool of assets such as principal and interest repayments from a pool of
mortgages (for example, Collateralized Mortgage Obligations) or credit card receivables.

As of June 30, 2012, the County invested in LAIF, which had invested 0.51 % of the pool investment funds in
Structured Notes and Asset-Backed Securities. As of June 30, 2012, the LAIF fair value factor of 1.001219643
was used to calculate the fair values of the investments in LAIF.

LAIF is overseen by the Local Agency Investment Advisory Board, which consists of five members, in
accordance with State statute.

H. Cash Held with Fiscal Agent

Cash and investments with fiscal agents in the amount of $12,908,697 included certain amounts which are held
by fiscal agents to be used for payment of long term debt. These funds have been invested as permitted by
applicable County ordinance and resolutions.
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Santa Cruz County Redevelopment Successor Agency
Notes to Basic Financial Statements, Continued
For the Five Month Period Ended June 30, 2012

3. LAND HELD FOR RESALE

At January 31, 2012, the Santa Cruz County Redevelopment Agency had assets of $235,029 in Land Held for
Resale. That asset was acquired with Low and Moderate Income Housing Funds. On February 1, 2012, all
assets of the former Redevelopment Agency, including housing assets, transferred to the Successor Agency.
Housing assets, excluding cash balances, were further transferred from the Successor Agency to the County of
Santa Cruz, as the housing successor entity, as of February 1, 2012.

At June 30, 2012, the Successor Agency had no Land Held for Resale.

4. LOANS RECEIVABLE

At January 31, 2012, the Santa Cruz County Redevelopment Agency had assets of $43,220,784 in Loan
Receivable for Low and Moderate Income Housing. On February 1, 2012, all assets of the former
Redevelopment Agency, including housing assets, transferred to the Agency. Housing assets, excluding cash
balances, were further transferred from the Agency to the County of Santa Cruz, as the housing successor
entity, as of February 1, 2012.

At June 30, 2012, the Successor Agency had no Loans Receivable.
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Santa Cruz County Redevelopment Successor Agency
Notes to Basic Financial Statements, Continued
For the Five Month Period Ended June 30, 2012

5. CAPITAL ASSETS

Capital assets of the Successor Agency at June 30, 2012 are presented in the table below.

Balance Balance

June 30, 2011 Tranfers In Deletions June 30, 2012

Depreciable assets:

Buildings and improvement 35,204 35,204

Machinery and equipment 76,941 76,941

Total depreciable assets: 112,145 112,145

Less accumulated depreciation for:
Buildings and improvement (25,325) (489) (25,814)
Machiery and equipment (70,511) (733) (71,244)

Total accumulated depreciation: (95,836) (1,22) (97,058)

Total depreciable assets, net: 16,309 (1,22) 15,087

Total Capital Assets $ $ 16,309 $ (1,22) $ 15,087

Depreciation expense was charged to functions/programs of the governmental activities as follows:

Governmental actvities:
Public ways and facilties

Total depreciation expense - governental activities $ 1,22

6. RELATED PARTY TRANSACTIONS

County personnel provide management, accounting, and legal services to the Successor Agency. Total charges
for such services in the 5 month period ended June 30, 2012 were approximately $14,858, and are included in
total expenses.
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Santa Cruz County Redevelopment Successor Agency
Notes to Basic Financial Statements, Continued
For the Five Month Period Ended June 30, 2012

7. LONG-TERM DEBT

Activity in long-term debt at June 30, 2012, was as follows:

Begiing Amounts Amounts

Original Issue Balance Ending Balace Due Within Due In More 

Description Amount June 30, 2011 Transfers In Retirements June 30, 2012 One Year Than One Year

Tax Allocation Bonds

2000 Subordinate 17,855,000 11,120,000 11,120,000 785,000 10,335,000

Subordiate 2000

Series A 27,415,000 25,685,000 25,685,000 220,000 25,465,000

2003 Refuding 48,435,000 33,780,000 33,780,000 2,095,000 31,685,000

Unamortized bond discount (194,382) (11,438) 4,050 (11,388) (9,719) (103,669)

2005 Series A 47,860,000 47,860,000 47,860,000 47,860,000

Unamortized bond premium 468,371 381,202 (6,505) 374,697 15,612 359,085

2005 Taxable Series B 21,000,000 19,440,000 19,440,000 265,000 19,175,000

Unamortized bond discount (45,159) (36,755) 627 (36,128) (1,505) (34,623)

2007 Refuding 10,755,000 10,280,000 10,280,000 90,000 10,190,000

2007 Refuding Series A 7,370,000 5,785,000 5,785,000 425,000 5,360,000

Unamortied bond premium 224,669 161,314 (6,241) 155,073 14,978 140,095

2009 Series A 55,970,000 55,200,000 55,200,000 410,000 54,790,000

Unamortized bond discount (180,815) (160,982) 2,790 (158,192) (6,697) (151,495)

2010 Taxable Series 18,500,000 18,500,000 18,500,000 150,000 18,350,000

Unamortied bond discount (462,750) (451,953) 7,713 (44,240) (18,510) (425,730)

2011 Series A 11,315,000 11,315,000 11,315,000 430,000 10,885,000

Unamortized bond discount (247,945) (238,905) 6,457 (232,48) (15,497) (216,951)

2011 Series B 5,595,000 5,595,000 5,595,000 85,000 5,510,000

Unamortied bond discount (203,574) (198,824) 3,393 (195,431) (8,143) (187,288)

Total Tax Allocation Bonds 243,897,659 12,284 243,909,943 4,925,519 238,984,424

Compensated absences 51,223 1,073 52,296 43,665 8,631

Total Governental Activities $ $ 243,948,882 $ 13,357 $ 243,962,239 $ 4,969,184 $ 238,993,055

2000 Subordinate Tax Allocation Refunding Bonds

In August, 2000, the former Redevelopment Agency issued the 2000 Subordinate Tax Allocation Refunding
Bonds (Live Oak/Soquel Community Improvement Project Area) in the original amount of $17,855,000.
Interest from 4.25% to 5.25% is paid semi-annually and principal payments are made at September 1st.
Payments are secured by the pledge of tax revenues. As of June 30, 2012, the total principal balance was
$11,120,000. Principal and interest paid for the current period were $280,733.

2000 Series A Subordinate Tax Allocation Bonds

In December, 2000, the former Redevelopment Agency issued Subordinate Tax Allocation Bonds, 2000 Series A

(Live Oak/Soquel Community Improvement Project Area) in the original amount of $27,415,000. Interest from
5.0% to 5.375% is paid semi-annually and principal payments are made at September 1st. Payments are secured
by the pledge of tax revenues. As of June 30, 2012, the total principal balance was $25,685,000. Principal and
interest paid for the current period were $679,794.
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Santa Cruz County Redevelopment Successor Agency
Notes to Basic Financial Statements, Continued
For the Five Month Period Ended June 30, 2012

7. LONG-TERM DEBT, Continued

2003 Tax Allocation Refunding Bonds

On August 28, 2003, the former Redevelopment Agency issued 2003 Tax Allocation Refunding Bonds (Live
Oak/Soquel Community Improvement Project Area) in the original amount of $48,435,000. Interest from 2.00%
to 5.00% is paid semi-annually and principal payments are made at September 1st. Payments are secured by the
pledge of tax revenues. As of June 30, 2012, the total principal balance was $33,780,000 and the unamortized
bond discount was $113,388. Principal and interest paid for the current period were $765,906.

2005 Series A Subordinate Tax Allocation Bonds

On November 17, 2005, the former Redevelopment Agency issued Subordinate Tax Allocation Bonds, 2005
Series A (Live Oak/Soquel Community Improvement Project Area) in the original amount of $47,860,000.
Interest from 4.5% to 5.0% is paid semi-annually and principal payments are made at September 1st. Payments
are secured by the pledge of tax revenues. As of June 30, 2012, the total principal balance was $47,860,000 and
the unamortized bond premium was $374,697. Principal and interest paid for the current period were
$1,173,328.

2005 Series B Subordinate Tax Allocation Bonds

On November 17, 2005, the former Redevelopment Agency issued Subordinate Tax Allocation Bonds, 2005
Taxable Series B (Live Oak/Soquel Community Improvement Project Area) in the original amount of
$21,000,000. Interest from 5.0% to 5.650% is paid semi-anually and principal payments are made at September
1 st. Payments are secured by the pledge of tax revenues. As of June 30, 2012, the total principal balance was
$19,440,000 and the unamortized bond discount was $36,128. Principal and interest paid for the current period
were $543,673.

2007 Taxable Subordinate Tax Allocation Refunding Bonds

On May 8, 2007, the former Redevelopment Agency issued Subordinate Tax Allocation Refunding Bonds, 2007
Taxable (Live Oak/Soquel Community Improvement Project Area) in the original amount of $10,755,000.
Interest from 5.208% to 5.495% is paid semi-annually and principal payments are made at September 1st.
Payments are secured by the pledge of tax revenues. As of June 30, 2012, the total principal balance was
$10,280,000. Principal and interest paid for the current period were $281,577.

2007 Series A Tax Allocation Refunding Bonds

On November 7, 2007, the former Redevelopment Agency issued Tax Allocation Refunding Bonds, 2007 Series
A (Live Oak/Soquel Community Improvement Project Area) in the original amount of $7,370,000. Interest
from 4.00% to 5.25% is paid semi-annually and principal payments are made at September 1st. Payments are
secured by the pledge of tax revenues. As of June 30,2012, the total principal balance was $5,785,000 and the
unamortized bond premium was $155,073. Principal and interest paid for the current period were $122,044.
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Santa Cruz County Redevelopment Successor Agency
Notes to Basic Financial Statements, Continued
For the Five Month Period Ended June 30, 2012

7. LONG-TERM DEBT, Continued

2009 Series A Tax Allocation Bonds

On February 12, 2009, the former Redevelopment Agency issued Tax Allocation Bonds, 2009 Series A (Live
Oak/Soquel Community Improvement Project Area) in the original amount of $55,970,000. Interest from 3.25%
to 7.00% is paid semi-annually and principal payments are made at September 1st. Payments are secured by the
pledge of tax revenues. As of June 30, 2012, the total principal balance was $55,200,000 and the unamortized
bond discount was $158,192. Principal and interest paid for the current period were $1,868,204.

2010 Taxable Housing Tax Allocation Bonds

On July 22, 2010, the former Redevelopment Agency issued Tax Allocation Bonds, 2010 Taxable Housing Tax
Allocation Bonds (Live Oak/Soquel Community Improvement Project Area) in the original amount of
$18,500,000. Interest from 2.95% to 7.40% is paid semi-annually and principal payments are made at September
1st. Payments are secured by the pledge of tax revenues. As of June 30, 2012, the total principal balance was
$18,500,000 and the unamortized bond discount was $444,240. Principal and interest paid for the current
period were $659,203.

2011 Series A Taxable Tax Allocation Bonds

On March 9,2011, the former Redevelopment Agency issued Tax Allocation Bonds, 2011 Series A Taxable Tax
Allocation Bonds in the original amount of $11,315,000. Interest from 3.10% to 9.00% is paid semi-annually and
principal payments are made at September 1st. Payments are secured by the pledge of tax revenues. As of June
30, 2012, the total principal balance was $11,315,000 and the unamortized bond discount was $232,448.
Principal and interest paid for the current period were $439,909.

2011 Series B Taxable Housing Tax Allocation Bonds

On March 9, 2011, the former Redevelopment Agency issued Tax Allocation Bonds, 2011 Series B Taxable
Housing Tax Allocation Bonds in the original amount of $5,595,000. Interest from 3.10% to 9.25% is paid semi-
annually and principal payments are made at September 1st. Payments are secured by the pledge of tax
revenues. As of June 30, 2012, the total principal balance was $5,595,000 and the unamortized bond discount
was $195,431. Principal and interest paid for the current period were $240,881.
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Santa Cruz County Redevelopment Successor Agency
Notes to Basic Financial Statements, Continued
For the Five Month Period Ended June 30, 2012

7. LONG-TERM DEBT, Continued

The debt service requirement to maturity for all debts combined, including interest, is as follows:

Year Ending

June 30, Principal Interest Tota

2013 4,955,000 14,009,805 18,964,805

2014 5,150,000 13,799,365 18,949,365

2015 5,365,000 13,569,386 18,934,386

2016 5,610,000 13,318,170 18,928,170

2017 5,870,000 13,043,046 18,913,046

2018-2022 34,125,000 60,275,947 94,400,947

2023-2027 44,110,000 49,469,756 93,579,756

2028-2032 60,805,000 34,180,656 94,985,656

2033-2037 78,570,000 12,810,298 91,380,298

Total 244,560,000 $ 224,476,429 $ 469,036,429

Unamortied Premiums 529,772

Unamortized Discounts (1,179,829)

Total $ 243,909,943

Pledges of(uture revenues

The Successor Agency has pledged to the repayment of the 2000 Subordinate Refunding Bonds, the 2000 Series
A Subordinate Bonds, the 2003 Refunding Bonds, the 2005 Series A Bonds, the 2005 Series B Subordinate
Bonds, the 2007 Taxable Subordinate Refunding Bonds, the 2007 Series A Refunding Bonds, the 2009 Series A
Bonds, the 2010 Taxable Housing Bonds, the 2011 Series A Taxable Bonds, and the 2011 Series B Taxable
Housing Bonds (the "Bonds") Tax Revenues of the Successor Agency's Live Oak/Soquel Community
Improvement Project Area pursuant to the various applicable Indentures of Trust, through the final maturity
of the Bonds on March 1, 2037, or early retirement of the Bonds, whichever occurs first. Tax Revenues consist
of tax increment revenues allocated to the Successor Agency with respect to the Live Oak/Soquel Community
Improvement Project Area pursuant to Section 34183 of the California Health & Safety Code. Anual principal
and interest payments on the bonds are expected to require 93 percent of tax revenues. The total principal and
interest remaining to be paid on the Bonds is $469,036,429.

At June 30, 2012, the total tax revenues for the current period were $8,388,548, and the total debt service
payment was $7,055,250. During the 5 month period ended June 30, 2012, bond debt service payments
required 84.27% of the total tax increment revenues. The ratio of tax revenues to the bonds debt service
payments due during the 5 month period ended June 30, 2012 was 1.19 (119%).
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Santa Cruz County Redevelopment Successor Agency
Notes to Basic Financial Statements, Continued
For the Five Month Period Ended June 30,2012

7. LONG-TERM DEBT, Continued

Compensated Absences

Compensated absences are not accrued in governmental funds. At June 30,2012, Successor Agency liabilties
included approximately $30,990 vacation pay, $8,723 sick pay and $8,866 in other employee leave, for a total of
$48,579. These amounts do not exceed normal year's accumulation. The compensated absences total has been
increased by 7.65% for an adjusted total of $52,296. Adequate amounts are appropriated annually to pay these
obligations out of available financial resources.

GASB Statement No. 16, which became effective for the 1993-94 fiscal year, requires the Successor Agency to
accrue the current portion of the liability. The Successor Agency's current portion of the liability is $43,665.

8. RISK MANAGEMENT

The Successor Agency is exposed to various risks of loss related to torts; theft of, damage to and destruction of
assets; errors and omissions; injuries to employees; natural disasters; medical malpractice; unemployment
coverage and dental benefits to employees. The Successor Agency is covered under the County's inurance
policies. The County is self-insured for its general and auto liabilty, workers' compensation, medical

malpractice, and employees' dental coverage. The County has chosen to establish risk-financing internal
service funds where funds are set aside for claim settements associated with the above risk of loss up to
certain limits. Excess coverage is provided by the California State Association of Counties (CSAC) Excess
Insurance Authority (Insurance Authority), a joint powers authority whose purpose is to develop and fund
programs of excess inurance for its member counties. The Insurance Authority is governed by a Board of
Directors consistig of representatives of the member counties. Self-inurance limits per occurrence and
Insurance Authority limits per year are presented in the County's financial statement. Setted claims resulting
from these risks have not exceeded commercial insurance cQverage in any of the past three fiscal years for the
Successor Agency.

County-wide information concerning risks, insurance policy limits, deductible and designation for the year
ended June 30,2012, may be found in the notes of the County's basic financial statements.

9. ARBITRAGE REBATE PAYABLE

Section 148 of the Internal Revenue Code requires issuers of most types of tax-exempt bonds to rebate
investment earnings in excess of bond yield to the United States Internal Revenue Service in intallment
payments made at least once every five years, with the final installment made when the last bond in the issue
is redeemed.

The 2000 Subordinate Tax Allocation Refunding Bonds are subject to th requirement. The most recent Interim

Arbitrage Rebate Analysis was completed September 20, 2010. There was no rebate due to the government.

The 2000 Series A Subordinate Tax Allocation Bonds are subject to this requirement. The most recent Interim
Arbitrage Rebate Analysis was completed September 27, 2010. There was no rebate due to the government.
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Santa Cruz County Redevelopment Successor Agency
Notes to Basic Financial Statements, Continued
For the Five Month Period Ended June 30,2012

9. ARBITRAGE REBATE PAYABLE, Continued

The 2005 Series A Subordinate Tax Allocation Bonds are subject to ths requirement. The most recent Interim
Arbitrage Rebate Analysis was completed November 27, 2010. There was no rebate due to the government.

Future computations of the rebate requirement for the tax allocation bonds and new bond issues wil be
calculated by a consultig firm as the Successor Agency management considers appropriate. Successor
Agency management, as of June 30, 2012, believes there are no arbitrage rebate liabilities.

10. COMMITMENTS AND CONTINGENCIES

A.. Lawsuits

The Successor Agency is presently involved in certain matters of litigation that have arisen in the normal
course of conducting Successor Agency business. Successor Agency management believes, based upon
consultation with the Successor Agency Attorney, that these cases, in the aggregate, are not expected to result
in a material adverse financial impact on the Successor Agency. Additionally, Successor Agency management
believes that the Successor Agency's insurance programs are sufficient to cover any potential losses should an
unfavorable outcome materialize.

B. Commitments

The following is a list of commitments at June 30, 2012:

LION Prograi

The Farm Park

East Cliff Beach Improvements

Twin Lakes Beach Improvements

East Cliff Stabilzation Project

Live Oak Resource Center

St. Stephens Affordable Housing

Total

$ 26,277

17,144

606,548

10,104

44,229

13,271

331,284

1,048,857$

As of June 30, 2012, in the opinion of Successor Agency management, there were no additional outstanding
matters that would have a significant effect on the financial position of the funds of the Successor Agency.

11. RESTRICTED NET ASSETS

Restricted net assets are net assets whose use is subject to constraints that are either (1) externally imposed
by creditors (such as debt covenants), grantors, contributors, or laws or regulations of other governments or
(2) imposed by law though constitutional provisions or enabling legislation. At June 30, 2012, the Successor
Agency had $810,217 restricted for low income housing, and $2,159,105 restricted for capital projects, either
restricted by bond covenants or restricted by enabling legislation for the Recognzed Obligation Payment
Schedule.
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Santa Cruz County Redevelopment Successor Agency
Notes to Basic Financial Statements, Continued
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12. SUCCESSOR AGENCY TRUST FOR ASSETS OF THE FORMR REDEVELOPMENT AGENCY

On December 29/ 2011/ the California Supreme Court upheld Assembly Bil XL 26 (the Bil) that provides for
the dissolution of all redevelopment agencies in the State of California. The Bil provides that upon dissolution
of a redevelopment agency, the county that created it can agree to serve as the successor agency to hold the
assets until they are distributed to other taxing entities. On January 10/ 2012/ per Resolution No. 5-2012/ the
County of Santa Cruz elected to assume the duties of the Santa Cruz County Redevelopment Successor

Agency.

After enactment of the Bil, which occurred on June 28/ 2011/ redevelopment agencies in the State of California
cannot enter into new projects, obligations or commitments. Subject to the control of a newly established
oversight board, remaining assets can only be used to pay enforceable obligations in existence at the date of
dissolution (including completion of any unfinished projects that were subject to legally enforceable

contractual commitments).

In future fiscal years, successor agencies wil only be allocated revenue in the amount that is necessary to pay
the estimated annual installment payments on enforceable obligations of the former redevelopment agency
until all enforceable obligations of the prior redevelopment agency have been paid in full and all assets have
been liquidated.

On June 29/ 2011/ the Governor of the State of California signed Assembly Bil XL 26 as part of the State/s
budget package. The League of California Cities and the California Redevelopment Association (CRA) fied a
lawsuit on July 18/ 2011 on behalf of cities, counties and redevelopment agencies petitioning the California
Supreme Court to overturn Assembly Bil XL 26 on the grounds that it violates the California Constitution. On
August 11/2011/ the California Supreme Court issued a stay of most of Assembly Bil XL 26. On December 29/
2011/ the California Supreme Court issued a ruling upholding Assembly Bil Xl 26/ with provision to delay
certain implementation dates in Assembly Bil Xl 26 by four month. Assembly Bil XL 26 requires each
California redevelopment agency to suspend nearly all activities except to implement existig contracts, meet
already-incurred obligations, preserve its assets and prepare for the impending dissolution of the agency.

Per Assembly Bil Xl 26/ the Agency dissolved as of January 31/ 2012. On January 10/ 2012/ per Resolution No.
5-2012/ the County of Santa Cruz elected to assume the duties of the Santa Cruz County Redevelopment
Successor Agency, as well as the duties of the Santa Cruz County Redevelopment Agency housing successor.
The Santa Cruz County Redevelopment Successor Agency assumed all assets and liabilties of the Agency as of
February 1/ 2012. Per Assembly Bil Xl 26/ all housing assets, except cash balances, then transferred from the
Successor Agency to the County of Santa Cruz as Contributions to other agencies in the amount of $45/701,406
as of February 1/ 2012. It is necessary to look at the Santa Cruz County Redevelopment Successor Agency
Basic Financial Statements for the five month ended June 30/ 2012/ in conjunction with this report to have a
full picture of the whole 2011-12 fiscal year. Management believes that the Successor Agency wil have
sufficient funds to pay its obligations as they become due during the remainder of the fiscal year ending June
30/2012.
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Santa Cruz County Redevelopment Successor Agency
Notes to Basic Financial Statements, Continued
For the Five Month Period Ended June 30, 2012

12. SUCCESSOR AGENCY TRUST FOR ASSETS OF THE FORMR REDEVELOPMENT AGENCY,
Continued

Assets and liabilities transferred from the Santa Cruz County Redevelopment Agency to the Santa Cruz
County Redevelopment Successor Agency as of January 31, 2012 are presented in the table below. They result
in an extraordinary loss in the amount of $174,032,971 to the Santa Cruz County Redevelopment Successor
Agency because of its assumption of the Santa Cruz County Redevelopment Agency's long term debt.

Govermental
Activities

ASSETS

Current Assets:
Cash and investments

Restricted cash with fiscal agent
Total curent assets

$ 8,810,310

3,960,000

12,770,310

Noncurrent Assets:
Restricted cash with fiscal agent
Loans receivable - housing
Land held for resale
Deferred bond issuance costs
Capital assets:
Depreciable, net

Total capital assets

Total noncurent assets

Total assets

16,054,154

43,220,784

235,029

3,913,330

16,309

16,309

63,439,606

76,209,916

LIABILITIES

Current Liabilities:
Accounts payable - claims

Interest payable

Total curent liabilties

414,631

5,879,374

6,294,005

Long-Term Liabilities:

Compensated absences - due in more than one year
Long-term debt - due in more than one year

Total long-ter liabilties

Total liabilties

51,22
243,897,659

243,94,882

250,242,887

NET ASSETS

Invested in capital assets, net of related debt
Restricted for:

Capital projects

Low and moderate income housing projects

Debt service

Umestrcted

Total net assets (deficit)

16,309

2,366,544

47,534,733

20,014,154

(243,964,71 )

(174,032,971)$
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Santa Cruz County Redevelopment Successor Agency
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12. SUCCESSOR AGENCY TRUST FOR ASSETS OF THE FORMR REDEVELOPMENT AGENCY,
Continued

The Santa Cruz County Redevelopment Agency, as a component unit of the Santa Cruz County, is a
governmental fund and thus is presented with the modified accrual basis of accountig, which includes
governmental fund financial statements. The Santa Cruz County Redevelopment Successor Agency, as a
private purpose trust fund, is a fiduciary fund and thus is presented with the accrual basis of accounting,

which does not include governmental fund financial statements.

Assembly Bil XL 26 directs the State Controller of the State of California to review the propriety of any
transfers of assets between redevelopment agencies and other public bodies that occurred after January 1,
2011. If the public body that received such transfers is not contractually committed tò a thrd party for the
expenditure or encumbrance of those assets, the State Controller is required to order the available assets to be
transferred to the public body designated as the successor agency by Assembly Bil XL 26.

The Agency did transfer assets to the County of Santa Cruz after January 1, 2011, pursuant to various
cooperation agreements with the County of Santa Cruz. In the event that the State Controller of the State of
California orders any of the transferred assets returned to the Santa Cruz County Redevelopment Successor
Agency, the County might be impacted.

13. Supplemental Educational Revenue Augmentation Fund

On July 28, 2009, the State adopted AB 26 4x, which includes provisions that required the Redevelopment
Agency to pay from the Tax Increment Revenue Fund to a Supplemental Educational Revenue Augmentation
Fund $2,245,594 in 2010/11. The California Redevelopment Association has taken legal action to challenge the
provisions as unconstitutional. On May 4,2010, Judge Lloyd G. Connelly denied the petitions of the Calornia
Redevelopment Association, The California Redevelopment Association has appealed. At the time of th

writing, the outcome of the appeal is uncertain.
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ACCOUNTANTS ADVISORS

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

To the Members of the Board of Supervisors
of the Santa Cruz County Redevelopment Successor Agency

Santa Cruz, California

We have audited the basic financial statements of the Santa Cruz County Redevelopment Successor
Agency (the "Successor Agency") as of and for the five month ended June 30, 2012, and have issued
our report thereon dated December 21, 2012. We conducted our audit in accordance with auditig

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.

Internal Control Over Financial Reporting

Management of the Successor Agency is responsible for establishing and maintaing effective
internal control over financial reports. In planning and performing our audit, we considered the
Successor Agency's internal control over financial reportig as a basis for designg our auditig
procedures for the purpose of expressing our opinon on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the Successor Agency's internal control over
financial reportig. Accordingly, we do not express an opinion on the effectiveness of the Agency's

internal control over financial reporting.

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 combination
of deficiencies, in internal control, such that there is a reasonable possibility that a material
misstatement of the Agency's financial statements wil not be prevented, or detected and corrected,
on a timely basis.

Our consideration of internal control over financial reportig was for the limited purpose described in
the first paragraph of ths section and was not designed to identiy all deficiencies in internal control
over financial reporting that might be deficiencies, significant deficiencies or material weaknesses.

We did not identify any deficiencies in internal control over financial reporting that we consider to be
material weaknesses, as defined above.
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To the Members of the Board of Supervisors

of the Santa Cruz County Redevelopment Successor Agency
Santa Cruz, California
Page 2

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Successor Agency's financial statements

are free of material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts, grant agreements and other matters, noncompliance with which could
have a direct and material effect on the determination of financial statement amounts. However,
providing an opinon on compliance with those provisions was not an objective of our audit, and
accordingly, we do not express such an opinion. The result of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government Auditing Standards.

This report is intended solely for the information and use of management, the County's audit
committee, the Board of Supervisors of the Successor Agency, others withn the Successor Agency,
and the California State Controller's Office, Division of Accountig and Reportig and is not intended
to be and should not be used by anyone other than these specified parties.

lt~L¿f
Marcum LLP
Certified Public Accountants
Irvine, California
December 21, 2012
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