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Agency), a component unit of the City of Goleta, California, as of and for the
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financial statements as listed in the table of contents . These financial
statements are the responsibility of the Goleta Redevelopment Agency. Our
responsibility is to express opinions on these financial statements based on
our audit.
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We conducted our audit in accordance with auditing standards generally
accepted in the United States of America and the standards applicable to
financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States and the State Controller's "Minimum
Requirements for California Redevelopment Agencies." 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 examining , on a test basis, evidence supporting the amounts
and disclosures in the financial statements . An audit also includes assessing
the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement
presentation . We believe that our audit provides a reasonable basis for our
opinions .
In our opinion , the financial statements referred to above present fairly, in all
material respects, the respective financial position of the governmental
activities and each major fund of the Goleta Redevelopment Agency as of
June 30, 2011, and the respective changes in financial position of the Goleta
Redevelopment Agency for the year then ended in conformity with accounting
principles generally accepted in the United States of America .
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Governmental Audit
Quality Center
California Society of
Certified Public Accountants

During the year under audit, the Agency adopted Governmental Accounting
Standards Board Statement No . 54, Fund Balance Reporting and
Governmental Fund Type Definitions .

-1 STABILITY. ACCURACY. TRUST.

As explained in Note 9 of these financial statements , it is uncertain as to the future continuation
of redevelopment agencies in the State of California as a result of certain legis lative actions
enacted by the California State Legislature .
In accordance with Government Auditing Standards, we have also issued our report dated
November 30, 2011 on our consideration of the Agency's internal control over financial reporting
and on our tests of its compliance with certain provisions of laws , regulations , contracts , grant
agreements and other matters . The purpose of that report is to describe the scope of our testing
of internal control over financial reporting and compliance and the results of that testing , and not
to provide an opinion on the 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.
Accounting principles generally accepted in the United States of America require that the
management's discussion and analysis identified in the accompanying table of contents be
presented to supplement the basic financial statements. Such information , although not a part of
the basic financial statements, is required by the Governmental Accounting Standards Board ,
who considers it to be an essential part of financial reporting for placing the basic financial
statements in an appropriate operational , economic, or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with
auditing standards generally accepted in the United States of America , which consisted of
inquiries of management about the methods of preparing the information and comparing the
information for consistency with management's responses to our inquiries , the basic financial
statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.
Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Agency's basic financial statements. The accompanying budgetary
comparison schedules listed as supplementary information in the table of contents are
presented for purposes of additional analysis and are not a required part of the basic financial
statements . The budgetary comparison schedules are the responsibility of management and
were derived from and relate directly to the underlying accounting and other records used to
prepare the financial statements. The information has been subjected to the auditing procedures
applied in the audit of the financial statements and certain additional procedures , including
comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the financial statements or to the financial statements themselves , and
other additional procedures in accordance with auditing standards generally accepted in the
United States of America . In our opinion , the information is fairly stated in all material respects in
relation to the financial statements as a whole .

;(~/ /I~/ ftt~¢~1 L{..~
November 30 , 2011
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MANAGEMENT'S DISCUSSION AND ANALYSIS

MANAGEMENT'S DISCUSSION AND ANALYSIS
This discussion and analysis of the Goleta Redevelopment Agency's financial performance
provides an overview of the Agency's financial activities for the fiscal year ended June 30 , 2011.
Please read it in conjunction with the accompanying basic financial statements.

USING THIS ANNUAL REPORT
This annual report consists of a series of financial statements. The Statement of Net Assets and
the Statement of Activities provide information about the activities of the Agency as a whole and
present a longer-term view of the Agency's finances. Fund financial statements tell how these
services were financed in the short term as well as what remains for future spending. Fund
financial statements also report the Agency's operations in more detail than the governmentwide statements by providing information about the Agency's most significant funds .

Reporting the Agency as a Whole
The Statement of Net Assets and the Statement of Activities
One of the most important questions asked about the Agency's finances is, "Is the Agency as a
whole better or worse off as a result of this year's activities?" The Statement of Net Assets and
the Statement of Activities report information about the Agency as a whole and about its
activities in a way that helps to answer this question . These statements include all assets and
liabilities using the accrual basis of accounting , which is similar to the accounting used by most
private sector companies . All of the current year's revenues and expenses are taken into
account regardless of when cash is rece ived or paid .
These two statements report the Agency's net assets and changes in them . The Agency's net
assets , the difference between assets and liabilities , are one way to measure the Agency's
financial health , or financial position . Over time , increases or decreases in the Agency's net
assets are one indicator of whether its financial health is improving or deteriorating .
Consideration should also be given to other non-financial factors, such as changes in the
Agency's tax increment, grants, and bonding capacity , to assess the overall health of the
Agency.
The Statement of Net Assets and the Statement of Activities present information about the
following:
•

Governmental activities - All of the Agency's basic services are considered to be
governmental activities , including salaries and wages , community development, and
public works . Tax increment and investment income finance all of these activities .

Reporting the Agency's Most Significant Funds
Fund Financial Statements
The fund financial statements provide detailed information about the most significant funds.
Some funds are required to be established by State law and by bond covenants . However, the
Agency's Board establishes many other funds to help it control and manage money for
particu la r purposes , or to show that it is meeting legal responsibilities for using certain taxes ,
grants, and other money . The Agency only has governmental fund types.
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•

Governmental funds - All of the Agency's basic services are reported in governmental
funds , which focus on how money flows into and out of those funds and the balances
left at year-end that are available for spending. These funds are reported using an
accounting method called modified accrual accounting , which measures cash and all
other financial assets that can read ily be converted to cash . The governmental fund
statements provide a detailed short-term view of the Agency's genera l government
operations and the basic services it provides . Governmental fund information helps you
determine whether there are more or fewer financial resources that can be spent in the
near future to finance the Agency's programs. We describe the relationship (or
differences) between governmental activities (reported in the Statement of Net Assets
and the Statement of Activities) and governmental funds in the reconciliations following
both of the fund financial statements .

TH E AGENCY AS A WHOL E
This analysis focuses on the Agency's governmental net assets (Table 1) and changes in net
assets (Table 2) of the Agency's governmental activities .

Table 1
Net Assets
June 30, 2011
Governmental Activities
2011
2010
Current and Other Assets
Capita l Assets

$

5,308 ,365
1,831

$

8,800 ,813
2,747

Total Assets

$

5,310,196

$

8,803,560

Current Liabilities
Noncurrent Liabilities

1,550,998
15,431 ,840

Total Liabilities

$

Net Assets :
Invested in Capital Assets
Restricted for:
Community Development

16,982,838

3,579 ,967
23 ,952
$

1,831

2,747

(11 ,674,473)

$ (11 ,672,642)

Total Net As sets
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3,603,919

5,196,894
$

5,199,641

Table 2
Changes in Net Assets
For the Year Ended June 30, 2011
Governmental Activities
2011
2010

General Revenues
Tax Increment
Investment Income
Other Income
Total Revenues
Expenses
Project Improvement Cost
Community Develo pment
Payment for SERAF to State
Interest and Other Charges

$

3,644 ,069
58 ,159
1,309

$

3,903 ,872
80 ,804
153

$

3,703,537

$

3,984,829

$ 16,001 ,911

$

3,935 ,161
167,096
471 ,652

2,817,434
811 ,609
34,362

Total Expenses

$ 20,575,820

$

3,663,405

Increase (Decrease) in Net Assets

$ (16,872,283)

$

321,424

The decrease in Net Assets for the Governmental type funds can be attributed to the issuance
of bond debt, the proceeds of which were used to pay for Agency's project improvement costs.
Thus creating a negative variance between total revenues and total expenses .

Governmental Type Activities
Table 3 presents the cost of the Agency's program , community development and debt service.
The net cost is the total program expenses less the associated program revenues earned.

Table 3
Governmental Type Activities

Governmenta l:
Project Improvement Cost
Community Development
Payment for SERAF to State
Interest and Other Charges
Net Cost of Services

Total Cost of
Service

Net Cost of
Service

$ 16,001 ,911

$ (16 ,001 ,911)

3,935 ,161
167 ,096
471 ,652

(3 ,935 ,161)
(167 ,096)
(471 ,652)

$ 20,575 ,820

$ (20 ,575 ,820)

The net cost of services indicates that the overall cost of government is more than the revenues
generated to support it. However, general revenues , such as tax increment and investment
income , not associated with a particular program , are not off-set against the cost of services .
See the Statement of Activities for further detail on program revenues and general revenues .
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CAPITAL ASSET AND DEBT ADMINISTRATION
Capital Assets

At June 30, 2011 , the Agency capital assets , net of depreciation, were $1,831 . See the Notes to
the Basic Financial Statements for more detailed information on the Agency's capital assets.
Debt

At June 30 , 2011, the Agency's long-term liabilities consisted of a 2011 Tax Allocation Bonds
payable for $16,085,000 and compensated absences of $32,824. See the Notes to the Basic
Financial Statements for more detailed information on the Agency's long-term debt.

CONTACTING THE AGENCY'S FINANCIAL MANAGEMENT

This financial report is designed to provide Goleta citizens, taxpayers, customers, investors, and
creditors with a general overview of the City's finances and to demonstrate the City's
accountability for the money it receives. If you have any questions about this report or need
additional financial information , contact the City of Goleta Finance Department, 130 Cremona
Drive, Suite B, Goleta, California 93117 or by calling (805) 961-7500.
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GOVERNMENT-WIDE FINANCIAL STATEMENTS

Goleta Redevelopment Agency
Statement of Net Assets
June 30, 2011

Governmental
Activities
ASSETS
Cash and investments (note 2)
Cash with fisca l agents (note 2)
Interest receivable
Due from other governments
Prepaid expenses
Deferred charges
Cap ita l assets, depreciated, net (note 4)

$

Total assets

3,559 ,063
1,340,400
436
43
22 ,670
385,753
1,831
5,310 ,196

LIABILITIES
Accounts payable
Accrued interest payable
Accrued sa laries and benefits
Noncurrent liabilities:
Due within one year
Due in more than one year

723,566
377 ,842
15,285
434,305
15,431,840

Total liabilities

16,982,838

NET ASSETS
Invested in capital assets
Restricted for:
Commun ity development

1,831
(11 ,674,473)

Total net assets

$

{11 ,672 ,642}

The accompanying notes are an integral part of these financial statements.
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Goleta Redevelopment Agency
Statement of Activities
For the Year Ended June 30, 2011

Program Revenues
Operating
Expenses
Governmental activities:
Project improvement cost
Community deve lopment
Payment for SERAF to
State
Interest and other
charges
Total governmental
activities

$ 16,001 ,911

Net (Expenses)
Revenues and
Changes in
Net Assets

Charges for
Services

Contributions
and Grants

Governmental
Activities

$

$

$ (16 ,001 ,911)

3,935 ,161

(3 ,935 ,161)

167 ,096

(167 ,096)

471 ,652

(471 ,652)

$ 20,575 ,820 =$====== =$====== $ (20 ,575 ,820)
General revenues :
Tax increment
Investment income
Other income

3,644,069
58 ,159
1,309
3,703 ,537

Tota l general revenues

(16 ,872 ,283)

Change in net assets

5,199,641

Net assets , beginn ing of year
Net assets , end of year

$ (11 ,672 ,642)

The accompanying notes are an integral part of these financial statements .
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FUND FINANCIAL STATEMENTS

GOVERNMENTAL FUNDS

DEBT SERVICE FUND

Debt service funds are used to account for all financial resources that are restricted , committed , or
assigned to expenditure for principal and interest. The following fund has been classified as a major
governmental fund :
Debt Service Fund
This fund is used to account for the collection of tax increment which is used to pay for principal
and interest on long -term obligations issued by the redevelopment agency.

CAPITAL PROJECTS FUNDS

Capital projects funds are used to account for all financial resources that are restricted, committed , or
assigned to expenditure for capital outlays within the Project Area. The following funds have been
classified as major governmental funds :
Capital Projects Fund
This fund is used to account for redevelopment project area administration and capital projects .
Low and Moderate Housing Capital Projects Fund
This fund is used to account for low and moderate housing set-aside funds and projects.

Goleta Redevelopment Agency
Balance Sheet
Governmental Funds
June 30, 2011

Debt Service
Fund

Ca(2ital Projects Funds
Low and
Capital
Moderate
Projects
Housing

Debt
Service
ASSETS
Cash and investments
Cas h w ith fisca l agents
I nterest recei vable
Due from other governments
Prepa id items
Total assets
LIABILITIES AND FUND
BALANCES
Liabi lities :
Accounts payab le
Accrued sa laries and benefits
Total liabi lities

$

381 ,080
1,340,400
183

Total
Governmental
Funds

$ 1,453,699

$ 1,724,284

138
43
22,613

115
57

1,340,400
436
43
22,670

$ 1,721 ,663

$ 1,476,493

$ 1,724 ,456

$ 4,922 ,612

$

$

$

381,262

381 ,262

341,469
12,375

835
2,910

$ 3,559 ,063

$

723 ,566
15,285

353,844

3,745

738,851

22,613

57

22,670

1,100,036

1,720 ,654

2,820,690
1,340,401

Fund ba lances:
Nonspendable:
Prepaid items
Restricted :
Community deve lopment
Debt service

1,340,401

Total fund ba lances

1,340,401

1,122,649

1,720,711

4,183,761

$ 1,72 1,663

$ 1,476,493

$ 1,724,456

$ 4,922 ,612

Total liabilities and fund
balances

The accompanying notes are an integral part of these financial statements .
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Goleta Redevelopment Agency
Reconciliation of the Balance Sheet of Governmental
Funds to the Statement of Net Assets
June 30, 2011

Fund balances of governmental funds

$

4,183,761

Amounts reported for governmental activities in the statement of net assets are
different because:
Capital assets used in governmental activities are not current financial
resources and , therefore , are not reported in the governmental funds.
Capital assets
Accumulated depreciation

17,815
(15 ,984)

Long-term liabilities are not due and payable in the current period
and , therefore, are not reported in funds .
Bonds payable
Discount on bond issuance
Accrued interest payable
Compensated absences

(16,085,000)
251 ,680
(377 ,842)
(32,825)

Other long-term assets are not available to pay for current-period
expenditures and , therefore, are deferred in the funds.
Deferred charges

385,753

Net assets of governmental activities

$

The accompanying notes are an integral part of these financial statements.
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(11 ,672 ,642)

Goleta Redevelopment Agency
Statem ent of Revenues, Expenditures, and Changes in Fund Ba lances
Governmental Funds
For th e Year Ended June 30, 2011

Debt Service
Fund

Ca!2ital Projects Funds
Low and
Capital
Moderate
Projects
Housing

Debt
Service
REVENU ES
Taxes
Investment income
Other

$

Tota l revenues

3,644 ,069
23 ,335

3,667,404

EXPENDITURES
Current:
Project improvement cost
Community development
Pass-throug h to other agencies
Payment for SERAF to State
Capital outlay
Debt service:
Interest
Bond issuance costs

60 ,696
856 ,825
167,096

22 ,891
1,309

11 ,933

3,644 ,069
58 ,159
1,309

24 ,200

11 ,933

3,703,537

16,001 ,911
505 ,022

395 ,540

$

$

16,001 ,911
961 ,258
856 ,825
167,096
2,110,310

2,110,310
91 ,875
388 ,720

Total expenditures
Excess (deficiency) of
revenues over (under)
expenditures
OTH ER FINANCIN G SOURCES
(US ES)
Tax all ocation bonds issued
Discount on bonds issued
Transfers in (note 6)
Transfers out (note 6)

91 ,875
388,720

1,565 ,212

18,617 ,243

395 ,540

20 ,577 ,995

2,102,192

{18 , 593 , 043~

{383 , 607~

{16 ,87 4,458~

16,085 ,000
(253 ,615)

16,085,000
(253 ,615)
16,593 ,176
{16 ,593 ,176)

15,864, 362

728 ,814

15,864 ,362

728 ,814

15,831 ,385

(2 ,728 ,681)

345 ,207

(1 ,043 ,073)

{16 ,593 ,176)

Tota l other financ ing sources
(uses)

{761 , 791~

Net change in fund balances

1,340,401

Fund balances , beginning of year
Fund balances , end of year

$

Total
Governmental
Funds

1,375,504

3,851 ,330
~

1,340 ,401

~ 1, 122,649

~

1,720 ,711

Th e accompa nyin g notes are an integ ral part of these financia l statements .
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5,226 ,834
~

4, 183,761

Goleta Redevelopment Agency
Recon ciliation of the Statement of Revenues, Exp enditures , and
Changes in Fund Balances of Governmental Fund s to th e
Statement of Activities
For the Yea r End ed Jun e 30, 201 1

Net change in fund balances - total governmental funds

(1 ,043 ,073)

$

Amounts reported for governmental activities in the statement of activities differ
from the amounts reported in the statement of activities because :
Govermental funds report capital outlays as expenditures . However, in the
statement of activities, the costs of those assets are allocated over their
estimated useful lives as depreciation expense . This is the amount by
which capital outlay ($-0-) was exceeded by depreciation expense
($916) in the current period .

(916)

The issuance of long -term debt provides current financial resources to
governmental funds . This transaction , however, does not have an effect
on net asset. Also , governmental funds report the effect of issuance costs,
premiums , discounts and similar items when debt is first issued , whereas
these amounts are deferred and amortized in the statement of activities .
Proceeds from issuance of bonds
Discount on bonds issued
Bond issuance costs

(16 ,085 ,000)
253 ,615
388 ,720

Some expenses reported in the statement of activities do not require the
use of current financial resources and , therefore , are not reported as
expenditures in governmental funds .
Change in accrued interest expense
Amortization of bond discount
Amortization of bond issuance costs
Change in compensated absences payable
Change in net assets of governmental activities

(377 ,842)
(1 ,935)
(2 ,967)
(2 ,885)
$ (16 ,872 ,283)

The accompanying note s are an integral pa rt of th ese financial statements .
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Goleta Redevelopment Agency
Notes to the Basic Financial Statements
For the Year Ended June 30, 2011

Summary of Significant Accounting Policies

Note 1:

The accounting policies of the Goleta Redevelopment Agency conform to generally accepted
accounting principles as applicable to governments. The Governmental Accounting Standards
Board (GAS B) is the accepted standard-setting body for establishing governmental accounting
and financial reporting principles.
Reporting entity
The Goleta Redevelopment Agency (the Agency) was originally adopted under the Santa
Barbara County's Redevelopment Agency (the County RDA) Ordinance No. 4326 on July 7,
1998 pursuant to the State of California Health and Safety Code Section 33200. The Agency 's
purpose is to prepare and carry out plans for improvement, rehabilitation and redevelopment of
blighted areas within the territorial limits of the Old-Town Project Area . Even though it is a
legally separate entity, the activity of the Agency is included in the basic financial statements of
the City of Goleta because the Board of Directors of the Agency is also the City of Goleta's City
Council. Only the governmental funds of the Agency are included herein and these financial
statements, therefore , do not purport to represent the financial position or the results of
operations of the City of Goleta, California .
Basis of accounting, measurement focus and financial statement presentation
The basic financial statements of the Agency are composed of the following:
•

Government-wide financial statements

•

Fund financial statements

•

Notes to the basic financial statements

Financial reporting is based upon all GASB pronouncements, as well as the FASB Statements
and Interpretations, APB Opinions, and Accounting Research Bulletins that were issued on or
before November 30, 1989 that do not conflict with or contradict GASB pronouncements .
Government-wide financial statements
Government-wide financial statements display information about the reporting government as a
whole. These statements include a single column for the governmental activities of the Agency.
Eliminations have been made in the statement of activities so that certain allocated expenses
are recorded only once (by the function to which they were allocated) . However, general
government expenses have not been allocated as indirect expenses to the various functions of
the Agency .
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Goleta Redevelopment Agency
Notes to the Basic Financial Statements
For the Year Ended June 30, 2011

Note 1:

Summary of Significant Accounting Policies (continued)

Government-wide financial statements (continued)
Government-wide financial statements are presented using the economic resources
measurement focus and the accrual basis of accounting. Under the economic resources
measurement focus, all (both current and long -term) economic resources and obligations of the
reporting government are reported in the government-wide financial statements. Basis of
accounting refers to when revenues and expenses are recognized in the accounts and reported
in the financial statements. Under the accrual basis of accounting , revenues , expenses, gains,
losses, assets, and liabilities resulting from exchange and exchange-like transactions are
recognized when the exchange takes place .
Program revenues include charges for services , special assessments , and payments made by
parties outside of the reporting government's citizenry if that money is restricted to a particular
program. Program revenues are netted with program expenses in the statement of activities , to
present the net cost of each program .
Amounts paid to acquire capital assets are capitalized as assets in the government-wide
financial statements, rather than reported as an expenditure. Proceeds of long-term debt are
recorded as a liability in the government-wide financial statements, rather than as another
financing source . Amounts paid to reduce long-term indebtedness of the reporting government
are reported as a reduction of the related liability, rather than as an expenditure.

Fund financial statements
The underlying accounting system of the Agency is organized and operated on the basis of
separate funds , each of which is considered to be a separate accounting entity. The operations
of each fund are accounted for with a separate set of self-balancing accounts that comprise its
assets , liabilities, fund equity, revenues and expenditures or expenses , as appropriate.
Governmental resources are allocated to and accounted for in individual funds based upon the
purposes for which they are to be spent and the means by which spending activities are
controlled.
Fund financial statements for the Agency are presented after the government-wide financial
statements. These statements display information about major governmental funds individually.

Governmental funds
In the fund financial statements, governmental funds are presented using the modified accrual
basis of accounting. Their revenues are recognized when they become measurable and
available as net current assets. Measurable means that the amounts can be estimated , or
otherwise determined . Available means that the amounts were collected during the reporting
period or soon enough thereafter to be available to finance the expenditures accrued for the
reporting period. The Agency uses an availability period of 60 days .

-14-

Goleta Redevelopment Agency
Notes to the Basic Financial Statements
For the Year Ended June 30, 2011

Note 1:

Summary of Significant Accounting Policies (continued)

Governmental funds (continued)
Revenue recognition is subject to the measurable and availability criteria for the governmental
funds in the fund financial statements . Exchange transactions are recognized as revenues in the
period in which they are earned (i.e. , the related goods or services are provided). Locally
imposed derived tax revenues are recognized as revenues in the period in which the underlying
exchange transaction upon which they are based takes place . Imposed non-exchange
transactions are recognized as revenues in the period for which they were imposed. If the
period of use is not specified , they are recognized as revenues when an enforceable legal claim
to the revenues arises or when they are received, whichever occurs first. Governmentmandated and voluntary non-exchange transactions are recognized as revenues when all
applicable eligibility requirements have been met. Revenues , expenditures , assets , and
liabilities resulting from non-exchange transactions are recognized in accordance with the
requirements of GASB Statement No . 33 which requires that local governments defer grant
revenue that is not received within their availability period of 60 days after the fiscal year ends to
meet the "available" criteria of revenue recognition .
In the fund financial statements, governmental funds are presented using the current financial
resources measurement focus . This means that only current assets and current liabilities are
generally included on their balance sheets. The reported fund balance (net current assets) is
considered to be a measure of "available spendable resources." Governmental fund operating
statements present increases (revenues and other financing sources) and decreases
(expenditures and other financing uses) in net current assets. Accordingly , they are said to
present a summary of sources and uses of "available spendable resources" during a period .
Non-current portions of long-term receivables due to governmental funds are reported on their
balance sheets in spite of their spending measurement focus. However, special reporting
treatments are used to indicate that they shou ld not be considered "available spendable
resources," since they do not represent net current assets.
Recognition of governmental fund type revenue represented by noncurrent receivables are
deferred until they become current receivables . Non-current portions of other long-term
receivables are offset by fund balance reserve accounts.
Because of their spending measurement focus , expenditure recognition for governmental fund
types excludes amounts represented by noncurrent liabilities . Since they do not affect net
current assets , such long -term amounts are not recognized as governmental fund type
expenditures or fund liabilities.
Amounts expended to acquire capital assets are reco rded as expenditures in the year that
resources were expended , rather than as fund assets. The proceeds of long -term debt are
recorded as an other financing source rather than as a fund liability. Amounts paid to reduce
long-term indebtedness are re ported as fund expenditures.
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Note 1:

Summary of Significant Accounting Policies (continued )

Governmental funds (continued)

When both restricted and unrestricted resources are combined in a fund , expenses are
considered to be paid first from restricted resources , and then from unrestricted resources.
Fund classifications

The Agency reports the following major governmental funds:
Debt Service Fund

This fund is used to account for the collection of tax increment which is used to pay for principal
and interest on long-term obligations issued by the redevelopment agency.
Capital Projects Fund

This fund is used to account for redevelopment project area administration and capital projects.
Low and Moderate Housing Capital Projects Fund

This fund is used to account for low and moderate housing set-aside funds and projects.
Cash and investments

Investments are reported in the accompanying statement of net assets at fair value . Changes in
fair value that occur during a fiscal year are recognized as investment income reported for that
fiscal year. Investment income includes interest earnings and changes in fair value . The Agency
pools cash and investments with all of the funds of the City of Goleta . Each fund's share in this
pool is displayed in the accompanying financial statements as cash and investments.
Investment income earned by the pooled investments is allocated to the various funds based on
each fund's average cash and investment balance , except for investment income associated
with funds not legally required to receive pooled investment income , which has been assigned
to and recorded as revenue of the general fund , as provided by California Government Code
Section 53647.
Capital assets

Capital assets are recorded at cost where historical records are available , and at an estimated
original cost where no historical records exist. Contributed fixed assets are valued at their
estimated fair market value at the date of the contribution. Generally, capital asset purchases in
excess of $5 ,000 are capitalized if they have an expected useful life of three years or more.
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Note 1:

Summary of Signifi cant Accounting Policies (continued)

Capital assets (continued)
The Agency uses the stra ight-line method in the government-wide financial statements fo r
depreciating its capital assets. Depreciation is charged as an expense against operations and
accumulated depreciation is reported on the respective statement of net assets. The range of
lives used for depreciation purposes for each capital asset class is as follows :
Item

Useful Life

Building and improvements
Vehicles
Equipment and furniture

30 - 50 years
5 years
5 - 15 years

Property taxes
Under California law, property taxes are assessed and collected by the counties up to 1% of
assessed value, plus other increases approved by the voters . The property taxes go into a pool ,
and are then allocated to the cities based on complex formulas. Accordingly , the Agency
recognizes as revenue only those taxes which are received within 60 days after year end.
The property tax calendar is as follows :
Lien Date:
Levy Date:
Due Date:

January 1
July 1
First Installment - November 1
Second Installment - February 1
First Installment - December 10
Second Installment - April 10

Delinquent Date:

Obligations under pass-through agreements
Pass-through expense in cludes amounts paid to Goleta Union School District, County General
Fund , Santa Barbara High School , ERAF , Santa Barbara County Fire District and other smaller
agencies. These amounts , payable pursuant to Redevelopment Law, represent a portion of tax
increment funds received by the Agency attributable to property within the territorial limits of the
districts.

Prepaid items
Certain payments to vendors reflect costs applicable to future accounting periods and are
recorded as prepaid items in both government-wide and fund financial statements. The Agency
accounts for such items using the consumption method .
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Note 1:

Summary of Significant Accounting Policies (continued)

Use of estimates
The preparation of financial statements requires management to make certain estimates and
assumptions that affect the reported amounts of assets and liabilities, at the date of the financial
statements , as well as the reported amounts of revenue and expenses during the reporting
period. Actual results could differ from those estimates .

Budgetary accounting
The Executive Director prepares and submits the proposed annual budget to the Board of
Directors for its approval for all governmental funds . After reviewing the proposed budget and
making revisions as it may deem advisable , the Board of Directors conducts a public meeting on
the budget. After conclusion of the public meeting , the Board of Directors shall further consider
the proposed budget and make any revisions thereof it may deem necessary. The budget is
then legally enacted by means of a budget resolution passed by the Board of Directors. Upon
final adoption , the budget shall be in effect for the ensuing fiscal year.
The level of budgetary control (that is , the level at which expenditures cannot legally exceed the
appropriated amount) is established at the fund level. Board of Director's approval is required
for any budget revisions that affect total appropriations within each fund .
Budgets are prepared in accordance with generally accepted accounting principles using the
modified accrual basis of accounting .
Appropriations lapse at the end of the fiscal year unless they are re-a ppropriated through the
formal budget process or continued vi a approval of the Executive Director. Encumbrances do
not constitute expenditures or liabilities of the Agency .
Budgeted amounts are as originally adopted , or as amended , in accordance with prescribed
procedures throughout the fiscal year.
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Summary of Significant Accounting Policies (continued)

Note 1:

Fund equity
Beginning with the current fiscal year, the Agency implemented GASB Statement No. 54 , Fund
Balance Reporting and Governmental Fund Type Definitions . This statement provides more
clearly defined fund balance categories to make the nature and extent of the constraints placed
on a government's fund balance more transparent. The following classifications describe the
relative strength of the spending constraints placed on the purposes for which resources can be
used :
Nonspendable - amounts that are not in a spendable form (such as inventory) or are
required to be maintained intact.
Restricted - amounts constrained to specific purposes by their providers (such as
grantors , bondholders and higher levels of government) , through constitutional
provisions or by enabling legislation .
Committed - amounts constrained to specific purposes by a government itself, using the
highest level of decision-making authority; to be reported as committed , amounts cannot
be used for any other purpose unless the government takes the same highest level
action to remove or change the constraint.
Assigned - amounts a government intends to use for a specific purpose; intent can be
expressed by the governing body or by an official or body to which the governing body
delegates the authority.
Unassigned - amounts that are for any purpose ; positive amounts are reported only in a
general fund.
The Board of Directors establishes (and modifies or rescinds) fund balance commitments by
passage of an ordinance or resolution . The Agency has not designated any level of authority for
assigning fund balance; therefore the Board of Directors can assign fund balance .
When both restricted and unrestricted resources are available for use when an expenditure is
incurred, it is the Agency 's policy to use restricted resources first, then unrestricted resources as
they are needed. It is the Agency 's policy to consider committed amounts as being reduced
first, followed by assigned amounts, and then unassigned amounts when expenditures are
incurred for purposes for which amounts in any of those unrestricted fund balance
classifications could be used .
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Note 2:

Cash and Investments

Cash and investments as of June 30 , 2011 are classified in the accompanying financial
statements as follows :
Statement of net assets:
Cash and investments
3,559 ,063
$
Cash with fisca l agents
1,340,400
Total cash and investments

$

4,899,463

Cash and investments held by the Agency at June 30 , 2011 consisted of the fo ll owing :
Cash pooled with the City
Investments
Tota l cash and investments

$

1,156,282
3,743,181

$

4,899,463

Investments authorized by the California Government Code and the Agency's investment
policy
A ll owable investment instruments are defined in the Californ ia Government Code Section
53600 , et. seq. , as amended. If the Code is further revised to allow additiona l investments or is
changed regarding the limits on certain categories of investments , the Agency is authorized to
conform to these changes , exclud ing those changes that may be prohib ited by this policy.
W here the Government Code specifies a percentage li mitation for a particu lar category of
investments, that percentage is applicable on ly at the date of purchase.
The table be low identifies the investment types that are authorized for the Agency by the
Californ ia Government Code and the Agency 's investment po li cy. The table also identifies
certa in provisions of the Cal iforn ia Government Code (or the Agency's investment policy , if
more restrictive) that address interest rate risk , credit risk, and concentration of credit risk .
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Note 2:

Cash and Investments (continued)
Authorized By
Investment
Policy

*Maximum
Maturity

Local Agency Bonds
U.S. Treasury Obligations
U.S. Agency Securities
Banker's Acceptances
Commercial Paper
Negotiable Certificates of Deposit
Repurchase Agreements

No
Yes
Yes
No
Yes
Yes
No

5 years
5 years
5 years
180 days
180 days
5 years
1 year

Reverse Repurchase Agreements
Medium -Term Notes
Mutual Funds
Money Market Mutual Funds
Mortgage Pass-Through Securities
County Poo led Investment Funds
Loca l Agency Investment Fund (LAIF)
JPA Pools (other investment pools)

No
No
No
Yes
No
No
Yes
No

92 days
5 years
N/A
N/A
5 years
N/A
N/A
N/A

Investment Types
Authorized by State Law

*Maximum
Percentage
Allowed

*Maximum
Investment
in One Issuer

None
None
None
40%
15%
30%
None
20% of
base value
30%
20%
20%
20%
None
None
None

5%
None
None
5%
5%
5%
5%
5%
5%
5%
5%
5%
None
None
None

* Based on state law requirements or investment policy requirements , whichever is more
restrictive .
Investments of bond funds will be made in conformance with the trust indenture for each issue.
Such investments shall be held separate ly when requ ired .
It is the Agency's intent, at the time of purchase , to hold all investments unti l maturity to ensure
the return of all invested principa l dollars ; however, sa les prior to maturity are permitted .
Investment maturities shall be based on a review of cash flow forecasts. Maturities wi ll be
schedu led so as to permit the Agency to meet all projected cash obligations .
A policy of laddered maturities will be followed for poo led investments . At least fifty percent
(50%) of the portfolio will be invested in instruments maturing within one year from the
investment date. No more than twenty-five percent (25%) of the entire portfo li o may have a
maturity date between three (3) and five (5) years from the investment date . Investments having
a maturity greater than five (5) years wil l not be made . The ave rage portfol io investment
maturity shall be three (3) yea rs or less . The dol lar-weighted average will be used in computing
the average maturity of the portfolio .
Maturities for investm ents of bond funds held sepa rately will conform to th e trust indenture for
each issue .
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Note 2:

Cas h and Investments (continued)

The portfolio will be diversified to the extent feasible to avoid incurring unreasonable and
avoidable risks regarding specific security types indicated in the City's investment policy , and
with the exception of the U.S. Treasury/Federal Agency securities and authorized pools , no
more than 5% of the City's portfolio will be placed with any single issuer.
Certain investments are prohibited under Government Code Sections 53601 .6 and 53631.5.
Security types which are prohibited include , but are not limited to :
•

"Complex" derivative structures such as range notes, dual index notes, inverse floaters ,
leveraged or de-leveraged floating rate notes, or any other complex variable rate or
structured note.

•

Interest only strips that are derived from a pool of mortgages or any security that could
result in zero interest accrual if held to maturity.

•

Futures, options, or any leveraged purchases , reverse repurchase agreements and
speculations on interest rates.

Purchasing these types of instruments does not coincide with the Investment Policy's objectives
and would require a thorough review and monitoring of the underlying security. Although some
of these transactions are legal under the Government Code , they do not meet the objectives
contained herein .
The investment policy shall allow for investment in the prohibitions noted above, to the extent
that such investments are made by the State LAIF pool , which is subject to policies adopted by
the Local Agency Investment Fund.
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Note 2:

Cash and Investments (continued)

Investments authorized by debt agreements
Investment of debt proceeds held by bond trustees are governed by provI sions of the debt
agreements , rather than the genera l provisions of the California Government Code or the
Agency's investment po li cy. The table be low identifies the investment types that are authorized
for investments held by bond trustees . The table also identifies certain provisions of th ese debt
agreements that address interest rate risk and concentration of credit risk.
Maximum Maximum
Maximum Percentage Investment
Maturity of Portfol io in Issuer

Authorized investments
U.S. Treasury obligations
U.S . Treasury securities
Commercial paper
Ba nkers' acceptances
Municipal bonds or notes
Pre-funded municipal bonds
Investment agreements
Interest-bearing deposit accounts
Corporate obligations
Money market funds
Certificates of deposit secured by collateral
Repurchase agreements
Loca l Agency Investment Fund (LAIF)

None
None
None
1 year
None
None
None
None
None
None
1 year
30 days
None

None
None
None
None
None
None
None
None
None
None
None
None
None

None
None
None
None
None
None
None
None
None
None
None
None
None

Disclosures relating to interest rate risk
Interest rate risk is the risk that changes in market interest rates will adversely affect the fair
value of an investment. Generally, the longer the maturity of an investment, the greater the
sensitivity of its fair value to changes in market interest rates . One of the ways that the Agency
manages its exposure to interest rate risk is by purchasing a combination of shorter term and
longer term investments and by timing cash flows from maturities so that a portion of the
portfolio is maturing or coming close to maturity evenly over time as necessary to provide the
cash flow and liquid ity needed for operations.
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Note 2:

Cash and Investments (continued)

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

Investment Type
Local Agency
Investment Fund
Cash with Trustee :
Mutual Funds
Total

Remaining Maturity
25-60
More Than
13-24
60 Months
Months
Months

12 Months
Or Less

$ 2,402,781

$

$

$

Total

$ 2,402,781

1,340,400
$ 3,743,181

1,340,400

$

$

$

$ 3,743,181

Investments with fair values highly sensitive to interest rate fluctuations
During the fiscal year ended June 30 , 2011 , the Agency did not hold any investments that were
highly sensitive to interest rate fluctuations (to a greater degree than already ind icated in the
information provided above) .

Disclosures relating to credit risk
Generally, credit risk is the risk that an issuer of an investment will not fulfill its obligations to the
holder of the investment. This is measured by the assignment of a rating by a nationally
recognized statistical rating organization. Presented below is the minimum rat ing required by
(where applicable) the California Government Code , the Agency 's investment policy or debt
agreements , and the actual rating as of year end for each investment type.

Investment Type
Local Agency
Investment Fund
Cash with Trustee:
Mutual Funds
Total

Amount

Minimum
Legal
Rating

$ 2,402,781

N/A

1,340,400

None

$ 3,743 ,181

Rating as of Year End
AAA

$

Not
Rated

$

$ 2,402 ,781

$

$ 2,402 ,78 1

1,340,400
$1 ,340,400
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Note 2:

Cash and Investments (continued)

Concentration of credit risk
The investment policy of the Agency contains no limitations on the amount that can be invested
in anyone issuer beyond that stipulated by the California Government Code. During the fiscal
year ended June 30, 2011 , the Agency did not hold any investments in anyone issuer (other
than U.S . Treasury securities , mutual funds , and external investm ent pools) that represented
5% or more of total Agency investments.

Custodial credit risk
Custodial credit risk for deposits is the risk that , in the event of the failure of a depository
financial institution, a government will not be able to recover its deposits, or will not be able to
recover collateral securities that are in the possession of an outside party. The custodial credit
risk for investments is the risk that , in the event of the failure of the counterparty (e .g., brokerdealer) to a transaction , a government will not be able to recover the value of its investment or
collateral securities that are in the possession of another party. The California Government
Code and the Agency's investment policy do not contain legal or policy requirements that would
limit the exposure to custodial credit risk for deposits or investments, other than the following
provision for deposits. The California Government Code requires that a financial institution
secure deposits made by governmental units by pledging securities in an undivided collateral
pool held by a depository regulated under state law (unless so waived by the governmental
unit). The market value of the pledged securities in the collateral pool must equal at least 110%
of the total amount deposited by the public agencies . California law also allows financial
institutions to secure the Agency's deposits by pledging first trust deed mortgage notes having a
value of 150% qf the secured public deposits . As of June 30, 2011 , the Agency did not have any
deposits with financial institutions in excess of federal depository insurance limits that were held
in uncollateralized accounts .

Investment in State Investment Pool
The City and the Agency are a voluntary participant in the Local Agency Investment Fund (LAIF)
that is regulated by the California Government Code under the oversight of the Treasurer of the
State of California . The fair value of the City of Goleta 's investment in this pool is reported in the
accompanying financial statements at amounts based upon the City of Goleta's pro-rata sha re
of the fair value provided by LAIF for the entire LAIF portfolio (in relation to the amortized cost of
that portfolio). The balance available for withdrawal is based on the accounting records
maintained by LAIF, which are recorded on an amortized cost basis .
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Note 3:

Tax In crement Financing

California state law authorizes the financing of redevelopment projects through the use of tax
increment revenues . This method provides that the taxable valuation of the property within a
project area on the property tax roll last equalized prior to the effective date of the ordinance
which adopts the redevelopment plan becomes the base year valuation. The increase in
taxable valuation in subsequent years over the base year valuation becomes the increment
upon which taxes are levied and allocated to the Agency . Tax increment revenue (based on
increases in taxable valuation over the base year valuation property tax roll) subject to
limitations contained in the Redevelopment Plan and in agreements with various taxing entities,
is allocated to the Agency and recorded in the Debt Service Fund because such monies are
restricted for the payment of principal and interest on Agency debt. Redevelopment agencies
have no authority to levy taxes but must look to the allocation of tax increment revenue
described above . As of July 1, 2010, the Agency had no excess surplus (unspent tax
increment) .

Note 4:

Capital Assets

A summary of changes in the Agency's capital assets for the fiscal year ended June 30 , 2011
was as follows :
Balance at
June 30,
2010
Governmental Activities:
Capital assets , being depreciated :
Vehicles

$

Tota l capital assets , being
depreciated

$

Reductions

$

$

17,815

Less accumulated depreciation for:
Vehicles
Capital assets , net of accumulated
depreciation

17,815

Additions

Balance at
June 30 ,
2011

17,815

(15 ,068)

$

2,747

17,815

(15 ,984)

(916)

$

(916)

$

$

1,831

Depreciation expense for the fiscal year ended June 30 , 2011 was classified in the Statement of
Activities as follows:
Community development
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Note 5:

Long -term Debt

The fo llowing is a schedule of changes in long -term debt of the Agency for the fiscal year ended
June 30 , 2011 :
Balance at
June 30 ,
2010

Governmental Activities :
Bonds
Tax Allocation Bonds

Balance at
June 30 ,
Additions

$ 16,085 ,000

$

Subtotal bonds

Reduction s

$

16,085 ,000

Less deferred amount:
Discount on bonds issued
Total bonds

201 1

Due Within
One Year

$ 16,085 ,000

$ 420 ,000

16,085 ,000

420,000

(253,615)

(1 ,935)

(251 ,680)

7,740

15,831 ,385

(1 ,935)

15,833 ,320

427,740

Loan payable:

City of Goleta Loan
Compensated absences
Total long-term debt

3,500 ,000

3,500 ,000

29 ,940

15,688

12,803

32 ,825

6,565

$ 3,529 ,940

$ 15,847,073

$ 3,510,868

$ 15,866 ,145

$ 434 ,305

Tax A llocation Bonds 2011
In March 2011, the Agency issued Redevelopment Agency for the City of Goleta , Go leta Old
Town Redeve lopment Project, 2011 Tax Allocation Bonds (Bonds), in the amount of
$16 ,085 ,000 , to provide funds to finance redeve lopment acti vities with respect to its Go leta Old
Town Redevelopment Project (the "Project Area") , to fund a reserve account for the Bonds , and
to pay certa in costs of issuance . The Bonds are dated March 8, 2011 , and have stated interest
rates ranging from 2.50% to 8.00%. Bond interest is payable semi-annually on each June 1 and
December 1, commencing on December 1, 2011 . Principa l is paid annua lly on December 1,
beginning on December 1, 2011 through June 1, 2044. Per the Bond Indenture , a reserve
amount is required to be maintained , and at June 30 , 2011 , the required ba lance he ld in the
reserve account was $1 ,340,400 . The Bonds maturing on or before December 1, 2016 are not
subject to optiona l redemption . The Bonds maturing on and after December 1, 2017 are subject
to redempt ion , at the option of the Agency on any date after December 1, 2016.

-27-

Goleta Redevelopment Agency
Notes to the Basic Financial Statements
For the Year Ended June 30, 2011

Note 5:

Long -term Debt (co ntinued)

The Agency has pledged 100% of future tax increment revenue (less amounts payable by or
required to be set aside by the Agency under any pass-through agreements and by the amount
required to be set aside for low and moderate income housing as required by the California
Health and Safety Code) as security for the 2011 Tax Allocation Bonds in the amount of
$45,455,091 (total principal and interest at issuance). The pledge is considered outstanding for
the duration of the debt service requirements . Total pledged revenues for th e fiscal year ended
June 30 , 2011 totaled $3 ,644,069 with the required debt service amount of $-0- (principal and
interest paid in the fiscal year ended June 30, 2011 on the bonds) .

Debt service requ irements to maturity
The annual requirements to amortize Tax Allocation Bonds outstand ing long-term liability of the
Agency as of June 20, 2011 is as fo llows:
Tax Allocation Bonds
Year ending June 30
Principal

Interest

2012
2013
2014
2015
2016
2017-2021
2022-2026
2027-2031
2032-2036
2037-2041
2042-2044

$

420,000
140,000
145,000
150,000
155,000
925,000
1,270,000
1,830 ,000
2,665 ,000
3,915 ,000
4,470,000

$

1,482,046
1,196,038
1,191 ,038
1,184,763
1,177,319
5,737,500
5,369 ,925
4,788,631
3,919,231
2,619,800
703,800

Totals

$

16,085 ,000

$

29,370,091

City of Goleta Loan Payable
On June 1, 2010, the City of Goleta loaned $3 ,500 ,000 to the Goleta Redevelopment Agency .
The loan bears simple interest at a fi xed rate equal to three and a half percent paid monthly.
The entire outstanding principal balance was paid as of June 30 , 2011 .
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Note 6:

Interfund Transfers

Interfund transfers at June 30, 2011 consisted of the following:

Capita l
Projects
Transfers from :
Debt Service
Tota ls

Transfers to:
Low and
Moderate
Housing

Totals

$15,864 ,362

$

728,814

$16,593,176

$15,864,362

$

728,814

$16,593,176

Interfund transfers were principa ll y used to provide available funds from the Debt Service Fund
to the Capital Projects Fund in the amount of $15,864,362 for allowable capita l projects and to
the Low and Moderate Housing Fund in the amount of $728,814 for the 20% set-aside . During
the fisca l year ended June 30, 2011 , there were no significant interfund transfers that were not
expected , budgeted for, unusual nor of a non-routine nature.

Note 7:

Other Commitments

Encumbrances
All encumbrances are classified as Restricted Fund Ba lance in the RDA funds .
Encumbrances

~s

of June 30, 2011 were :
Capita l Projects
Low and Moderate Housing
Tota l Encumbrances
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Note 8:

Supplemental Education Revenue Augmentation Fund

On July 24 , 2009 , the State Legislature passed Assembly Bill (AB) x4-26, which requires
redevelopment agencies statewide to deposit a total of $2 .05 billion of property tax increment in
county "Supplemental" Educational Revenue Augmentation Funds (SERAF) to be distributed to
meet the State's Proposition 98 obligations to schools. The SERAF revenue shift of $2 .05
billion will be made over two years , $1 .7 billion in fiscal year 2009-2010 and $350 million in
fiscal year 2010-2011 . The SERAF would then be paid to school districts and the county offices
of education which have students residing in redevelopment project areas , or residing in
affordable housing projects financially assisted by a redevelopment agency, thereby relieving
the State of payments to those schools . The Agency's share of this revenue shift was $811 ,609
for fiscal year 2009-2010 and $167 ,096 for fiscal year 2010-2011 . Payments are to be made by
May 10 of each respective fiscal year. In response to AB x4-26 , the Agency funded the SERAF
payment due in May 2010 with the Low/Mod Housing Fund .
The California Redevelopment Association (CRA) is the lead petitioner on a lawsuit to invalidate
AB x4-26 , similar to last year's successful lawsuit challenging the constitutionality of AB 1389.
CRA filed the lawsuit on October 20, 2009 . The lawsuit asserted that the transfer of property
tax increment to the SERAF is not permitted under Article XVI , Section 16 of the California
Constitution. The complaint also asserted impairment of contract and gift of public funds
arguments. While the State made adjustments in AB x4-26 to address the constitutional issues
raised by the Superior Court over last year's lawsuit challenging AB 1389, the Agency , along
with the CRA and other California redevelopment agencies , believe that the SERAF remains
unconstitutional .

Note 9:

Recent Changes in Legislation Affecting California Redevelopment
Agencies

On June 29, 2011 , the Governor of the State of California signed Assembly Bills Xi 26 and 27
as part of the State's budget package. Assembly Bill Xi 26 requires each California
redevelopment agency to suspend (effective July 1, 2011) nearly all activities except to
implement existing contracts , meet already-incurred obligations , preserve its assets and prepare
for the impending dissolution of the agency. Assembly Bill Xi 27 provides a means for
redevelopment agencies to continue to exist and operate by means of a Voluntary Alternative
Redevelopment Program.
Under this program , each agency would adopt an ord inance
agreeing to make certain payments to the County Auditor Controller in fiscal year 2011 -12 and
annual payments each fiscal year thereafter. Assembly Bill Xi 26 indicates that the agency
"may use any available funds not otherwise obligated for other uses" to make this payment. The
Agency intends to use available monies of its redevelopment agency fo r this purpose . The
amounts to be paid after fiscal yea r 2012-13 have yet to be determined by the state legislature.
Assembly Bill X i 26 directs the State Controlle r of th e State of California to review the propri ety
of any transfers of assets between redevelopm ent ag encies and other public bodies that
occurred after January 1, 2011 . If the publ ic body that received such transfers is not
contractually committed to a third party for th e expenditure or encumbrance of those assets , th e
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Note 9:

Recent Changes in Legislation Affecting California Redevelopment
Agencies (continued)

State Controller is required to order the available assets to be transferred to the public body
designated as the successor agency by Assembly Bill X1 26.
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 Bills X1 26 and 27 on the grounds that they
violate the California Constitution. On August 11 , 2011, the California Supreme Court issued a
stay of all of Assembly Bill X1 27 and most of Assembly Bill X1 26. The California Supreme
Court stated in its order that "the briefing schedule is designed to facilitate oral argument as
early as possible in 2011, and a decision before January 15, 2012." A second order issued by
the California Supreme Court on August 17, 2011 indicated that certain provisions of Assembly
Bills X1 26 and 27 were still in effect and not affected by its previous stay, including
requirements to file an appeal of the determination of the community remittance payment by
August 15, the requirement to adopt an Enforceable Obligations Payment Schedule ("EOPS")
by August 29, 2011, and the requirement to prepare a preliminary draft of the initial Recognized
Obligation Payment Schedule ("ROPS") by September 30 , 2011.
Because the stay provided by Assembly Bill X1 26 only affects enforcement, each agency must
adopt an Enforceable Obligation Payment Schedule and draft Recognized Obligation Payment
Schedule prior to September 30, as required by the statute. Enforceable obligations include
bonds, loans and payments required by the federal or State government; legally enforceable
payments required in connection with agency employees such as pension payments and
unemployment payments, judgments or settlements; legally binding and enforceable
agreements or contracts ; and contracts or agreements necessary for the continued
administration or operation of the agency that are permitted for purposes set forth in AB1X 26.
In the event Assembly Bills X1 26 and/or 27 are upheld as constitutional , the Agency intends
and is prepared to comply with the Voluntary Alternative Redevelopment program in order to
continue the existence and operation of the Agency . The initial payment by the Agency is
estimated to be $935 ,311 with one half due on January 15, 2012 and the other half due May 15,
2012 . Payments are estimated to be $250,000, thereafter. The semi-annual payments will be
due on January 15 and May 15 of each year and would increase or decrease with changes in
tax increment. Additionally, an increased amount would be due to schools if any new debt is
incurred . Assembly Bill X1 27 allows a one-year reprieve on the agency's obligation to
contribute 20% of tax increment to the low and moderate income housing fund so as to permit
the Agency to assemble sufficient funds to make its initial payments.
Management believes that the Agency will have sufficient funds to pay its obligations as they
become due during the fiscal year ending June 30, 2012 . The nature and extent of the operation
of re development agencies in the State of California beyond that fiscal year are dependent upon
the outcome of litigation surrounding the actions of the state.

-3 1-

SUPPLEMENTARY INFORMATION

Goleta Redevelopment Agency
Schedule of Revenues, Expenditures, and Changes in
Fund Balance - Budget and Actual - Debt Service Fund
For the Year Ended June 30, 2011

Budgeted Amounts
Original
Final
REVENUES
Taxes
Investment income

$

Total revenues

3,634 ,321
37 ,500

$

3,962 ,511
37,500

Actual
Amounts

$

3,644,069
23 ,335

3,671 ,821

4,000,011

3,667,404

Variance with
Final Budget

$

(318,442)
(14 ,165)
(332 ,607)

EXPENDITURES
Current:
Community development
Pass-through to other
agencies
Payment for SERAF to State
Debt service:
Interest
Bond issuance costs

38 ,708

65,696

60,696

5,000

817 ,722

920 ,509
167,096

856 ,825
167,096

63 ,684

37 ,500

116,250
408 ,513

91 ,875
388 ,720

24,375
19,793

Tota l expend itures

893 ,930

1,678,064

1,565,212

112,852

2,777 ,891

2,321 ,947

2,102,192

(219 ,755)

(2 ,777 ,922)

16,104,793
(253,615)
(16 ,656 ,864)

16,085,000
(253 ,615)
(16 ,593,176)

(2 ,777 ,922)

(805 ,686)

(761 ,791)

Excess of revenues
over expenditures
OTHER FINANCING SOURCES
(USES)
Tax allocation bonds issued
Discount on bonds issued
Transfers out
Total other financing
sources (uses)
Net change in fund balance

(31 )

1,516 ,261

(19 ,793)
63 ,688

43 ,895
(175 ,860)

1,340,401

Fund balance , beginning of year
Fund balance , end of year

$

(31 )

-32 -

$

1,516 ,261

$

1,340,401

$

(175 ,860)

Goleta Redevelopment Agency
Schedu le of Revenues, Expenditures, and Changes in
Fund Balance - Budget and Actual - Capital Projects Fund
For the Year Ended June 30, 2011

Budgeted Amounts
Original
Final

REVENUES
Investment income
Other

$

28,869

$

28,869

Actual
Amounts

$

22 ,891
1,309

Variance with
Final Budget

$

(5 ,978)
1,309
(4 ,669)

28 ,869

28 ,869

24 ,200

540 ,955
827,500

16,001 ,911
516 ,250
11,472,03 3

16,001 ,911
505 ,022
2,110,310

11 ,228
9,361 ,723

1,368 ,455

27 ,990 ,194

18,617 ,243

9,372,951

Excess (deficiency) of revenues
over (under) expenditures

(1 ,339 ,586)

(27,961 ,325)

(18 ,593,043)

9,368,282

OTHER FINANCING SOURCES
(USES)
Transfers in

1,960 ,200

15,858 ,514

15,864 ,362

5,848

1,960,200

15,858 ,514

15,864 ,362

5,848

Total revenues

EXPENDITURES
Current:
Project improvement cost
Community development
Capital outlay
Total expenditures

Total other financing
sources (uses)

620 ,614

Net change in fund balance

3,851,330

Fund balance , beginning of year
Fund balance , end of year

$

4,471 ,944
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$

(12 ,102,811 )

(2 ,728,681)

3,851,330

3,851 ,330

(8 ,251,481)

$

1,122,649

9,374 ,130

$

9,374 ,130

Goleta Redevelopment Agency
Sc hedule of Revenues, Expenditures, and Changes in
Fund Balance - Budget and Actual - Low and Moderate Housing Capital Projects Fund
For the Year Ended June 30, 2011

Actual
Amounts

Budgeted Amounts
Original
Final

REVENUES
Investment income

$

$

18,468

18,468

$

11 ,933

Variance with
Final Budget

$

(6 ,535)

18 ,468

18 ,468

11 ,933

474 ,073

730 ,068

395 ,540

334 ,528

474 ,073

730 ,068

395 ,540

334 ,528

Excess (deficiency) of revenues
over (under) expenditures

(455 ,605)

(711 ,600)

(383 ,607)

327 ,993

OTHER FINANCING SOURCES
(USES)
Transfers in

817 ,722

792 ,502

728 ,814

(63 ,688)

817 ,722

792, 502

728 ,814

(63 ,688)

362 ,117

80 ,902

345 ,207

264 ,305

1,375 ,504

1,375 ,504

1,375,504

Total revenues

EXPENDITURES
Current:
Community development
Total expenditures

Total other financing
sources (uses)
Net ch ange in fund balance
Fund balance , beginn ing of year
Fund balance , end of year

$

1,737 ,621

$

-34 -

1,456,406

$

1,720 ,711

(6 ,535)

$

264 ,305
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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

Nancy O'Rafferty, CPA, MBA
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Jenny Liu, CPA
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We have audited the financial statements of the governmental activities and
each major fund of the Goleta Redevelopment Agency (the Agency) , a
component unit of the City of Goleta, California, as of and for the year ended
June 30, 2011, which collectively comprise the Agency's basic financial
statements and have issued our report thereon dated November 5, 2011 . We
conducted our audit in accordance with auditing standards generally
accepted in the United States of America and the standards applicable to
financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States.
Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Agency's internal
control over financial reporting as a basis for designing our auditing
procedures for the purpose of expressing our opinions on the basic
component unit financial statements , but not for the purpose of expressing an
opinion on the effectiveness of the Agency's internal control over financial
reporting . Accordingly , we do not express an opinion on the effectiveness of
the Agency's internal control over financial reporting .

MEMBERS
American Institute of
Cenified Public Accountants

PCPS The AICPA Alliance
(or CPA Firms
Governmental Audit
Quality Cen ter

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 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 will not be
prevented , or detected and corrected in a timely basis.

California Society of
Cer-tified Public Accountants
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Our consideration of internal control over financial reporting was for the li mited purpose
described in the first paragraph of this section and was not designed to identify all deficiencies
in internal contro l over financia l reporting that might be deficiencies , significant deficiencies or
material weaknesses. We did not identify any deficiencies in internal contro l over financia l
reporting that we consider to be material weaknesses , as defined above .
Compliance

As part of obtaining reason able ass urance about wheth er the basic com ponent unit financial
statements of th e Ag ency are free of material misstatement, we performed te sts of its
compliance with certain provisions of laws, reg ulation s, contracts and grants, noncomplian ce
with whi ch co uld have a direct and materi al effect on the determination of financia l stateme nt
am ounts. However, providing an opinion on compliance with those provisions was not an
obj ective of our audit and , accordingly , we do not express such an opinion. Th e results of our
tests disclosed no instances of noncompliance th at are required to be reported und er
Government Auditing Standards.
This report is so lely intended for the informati on and use of the Board of Di rectors and
management of the Goleta Redeve lopment Agency and the State Controller's Office, Division of
Accounting and Reporting and is not intended to be and shou ld not be used by anyone other
than these specified parties.

November 30, 2011
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We have audited the Goleta Redevelopment Agency's (the Agency)
compliance with the California Health and Safety Code as required by
Section 33080.1 for the year ended June 30, 2011 . Compliance with the
requirements referred to above is the responsibility of the Agency's
management. Our responsibility is to express an opinion on the Agency's
compliance based on our audit.
We conducted our audit of compliance in accordance with auditing standards
generally accepted in the United States of America; the standards applicable
to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States; and Guidelines for Compliance
Audits of California Redevelopment Agencies, June 2011, issued by the State
Controller and as interpreted in the Auditing Procedures for Accomplishing
Compliance Audits of California Redevelopment Agencies, August 2011,
issued by the Governmental Accounting and Auditing Committee of the
California Society of Certified Public Accountants .
Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the compliance
requirements referred to above that could have a material effect on the
Agency has occurred . An audit includes examining, on a test basis , evidence
about the Agency's compliance with those requirements and performing such
other procedures as we considered necessary in the circumstances .
We believe that our audit provides a reasonable basis for our opinion . Our
audit does not provide a legal determination of the Agency's compliance with
those requirements . In our opinion, the Agency complied , in all material
respects, with the compliance requirements referred to above that are
applicable for the year ended June 30 , 2011.

California Society of
Certified Public Accountants
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Internal control over compliance
Management of the Agency is responsible for establishing and maintaining effective internal
control over compliance with the compliance requirements referred to above. In planning and
performing our audit , we considered the Agency's internal control over compliance to determine
the auditing procedures for the purpose of expressing our opinion on compliance , but not for the
purpose of expressing an opinion on the effectiveness of internal control over compliance .
Accordingly , we do not express an opinion on the effectiveness of the Agency's internal control
over compliance .
A deficiency in internal control over compliance 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, noncompliance on a timely basis . A material
weakness in internal control over compliance is a deficiency, or combination of deficiencies in
internal control over compliance, such that there is a reasonable possibility that material
noncompliance with a compliance requirement will not be prevented , or detected and corrected ,
on a timely basis.
Our consideration of internal control over compliance was for the limited purpose described in
the first paragraph of this section and was not designed to identify all deficiencies in internal
control that might be deficiencies , significant deficiencies , or material weaknesses in internal
control over compliance . We did not identify any deficiencies in internal control over compliance
that we consider to be material weaknesses, as defined above .
This report is intended solely for the information and use of management, Board of Directors,
others within the entity, and the State Controller's Office, Division of Accounting and reporting
and is not intended to be and should not be used by anyone other than these specified parties.

November 30 , 2011
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Goleta Redevelopment Agency
Computation of Low Moderate Income Housing
Capital Projects Fund - Excess Surplus
July 1, 2010

Opening fund balance - July 1, 2010

$

Adjusted balance

1,300,645
1,300 ,645

Limitation (greater of $1 ,000 ,000 or four years set-aside)
2008
2007
2006
2005

- 2009
- 2008
- 2007
- 2006

$

656 ,078
550,942
450,545
341,401

Total

$

1,998,966

Base limitation

$

1,000,000

Greater amount

1,998,966

Computed excess surplus - July 1, 2010

$
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