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City Council 
City of Stockton, California 
 
 
 INDEPENDENT AUDITOR'S REPORT 
 
 
We have audited the accompanying financial statements of the governmental activities, 
each major fund, and the aggregate remaining fund information of the Redevelopment 
Agency of the City of Stockton (Agency), a component unit of the City of Stockton, 
California, as of and for the fiscal year ended June 30, 2010, which collectively 
comprise the Agency’s basic financial statements as listed in the table of contents.  
These financial statements are the responsibility of the Agency's management.  Our 
responsibility is to express opinions on these financial statements based on our audit.  
The prior year comparative information has been derived from the Agency’s 2009 
financial statements and, in our report dated December 5, 2009, we expressed 
unqualified opinions on the respective financial statements of the governmental 
activities, each major fund, and the aggregate remaining fund information.  
 
We conducted our audit in accordance with auditing standards generally accepted in the 
United States of America and the standards applicable to financial audits contained in 
Government Auditing Standards, issued by the Comptroller General of the United 
States. Those standards require that we plan and perform the audit to obtain 
reasonable assurance about whether the financial statements are free of material 
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 opinion on the effectiveness of the Agency’s 
internal control over financial reporting.  Accordingly, we express no such opinion.  An 
audit also includes examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements, 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. 
 
As described in Note 2 to the financial statements, effective July 1, 2009, the Agency 
implemented Governmental Accounting Standards Board (GASB) Statement No.54, 
Fund Balance Reporting and Governmental Fund Type Definitions. 
 
In our opinion, the 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 information of the Agency as of June 30, 2010, 
and the respective changes in financial position thereof for the fiscal year then ended in 
conformity with accounting principles generally accepted in the United States of 
America. 
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In accordance with Government Auditing Standards, we have also issued our report 
dated December 24, 2010 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, and 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. 
 
The management’s discussion and analysis as listed on the table of contents is not a 
required part of the basic financial statements but is supplementary information required 
by accounting principles generally accepted in the United States of America.  We have 
applied certain limited procedures, which consisted principally of inquiries of 
management regarding the methods of measurement and presentation of the required 
supplementary information.  However, we did not audit the information and express no 
opinion on it. 
 
Our audit was conducted for the purpose of forming opinions on the financial statements 
that collectively comprise the Agency’s basic financial statements.  The combining 
nonmajor fund financial statements are presented for purposes of additional analysis 
and are not a required part of the basic financial statements.  The combining nonmajor 
fund financial statements have been subjected to the auditing procedures applied in the 
audit of the basic financial statements and, in our opinion, are fairly stated in all material 
respects in relation to the basic financial statements taken as whole. 
 
 

 
 
Certified Public Accountants 
 
Sacramento, California 
December 24, 2010 
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REDEVELOPMENT AGENCY OF THE CITY OF STOCKTON 
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED) 
JUNE 30, 2010 
 
As management of the Redevelopment Agency of the City of Stockton (Agency), 
we offer readers of the financial statements this narrative overview and analysis 
of the financial performance of the Agency for the fiscal year ended June 30, 
2010. Please consider the information presented here in conjunction with the 
information furnished in the Agency’s financial statements, which begin on page 
14. 
 

FINANCIAL HIGHLIGHTS 
 

 The liabilities of the Agency exceeded its assets at the close of the year by 
$73,149,166 creating a net asset deficit. 
 

 The Agency’s net asset deficit increased by $26,762,636 due to a decrease 
in capital grants and contributions received in the prior year of $11,005,826; 
a decline in incremental property taxes of $9,231,242 due to the revaluation 
of assessed values by the San Joaquin County Assessor of all residential 
properties, coupled with a $9,173,935 deposit to the County’s Supplemental 
Educational Revenue Augmentation Funds (SERAF) distributed to schools to 
meet the State of California’s Proposition 98 obligations to education. 
Additionally, there was a settlement of two lawsuits related to eminent 
domain proceedings used to acquire two parcels along the north shore of the 
downtown waterfront. The net present value of the remaining payments to be 
made under the settlement is $1,801,707. 

 
 The Agency had program revenues of $1,995,068 and general revenues of 

$18,521,311. The Agency’s program expenses were $47,279,015 for the 
fiscal year ended June 30, 2010. 

 
 The Agency incurred new long-term debt in the amount of $2,194,184 

(excluding accrued interest) from an additional draw down on the California 
Department of Boating and Waterways $13,300,000 loan for construction of 
the Stockton Downtown Marina and Joan Darrah Promenade. This increase 
was offset by reductions in long-term debt related to a $7,010,000 purchase 
and cancellation of outstanding 2006 Redevelopment Revenue Bonds, which 
the Agency purchased in the secondary market from balances of bond 
proceeds project funds.  
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 The Agency’s capital assets, net of related debt, decreased during the year 
by $5,097,269 primarily due to the completion of the Stockton Downtown 
Marina and Joan Darrah Promenade project in the Waterfront 
Redevelopment Project Area and subsequent transfer of the assets to the 
City. 

 

OVERVIEW OF THE FINANCIAL STATEMENTS 
 
The Management’s Discussion and Analysis is intended to serve as an 
introduction to the Agency’s basic financial statements. The Agency’s basic 
financial statements are comprised of three components: 1) government-wide 
financial statements, 2) fund financial statements, and 3) notes to the financial 
statements. In addition to the basic financial statements, this report includes 
other reports and information. 
 
Government-wide financial statements 
 
Government-wide financial statements are designed to provide readers with a 
broad overview of the Agency’s finances and information about the activities of 
the Agency as a whole, in a manner similar to a private-sector business. 
 
The government-wide financial statements include 1) the statement of net assets, 
and 2) the statement of activities. Both of these government-wide financial 
statements report on the functions of the Agency, which are to improve, 
rehabilitate and develop certain areas within the City by eliminating blight and 
encouraging private investment. These activities are primarily funded with 
incremental property tax revenue (tax increment) and intergovernmental 
revenues. 
 
The statement of net assets presents information on all of the Agency’s 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 the financial position of the Agency is improving or deteriorating. 
 
The statement of activities presents information showing how the Agency’s net 
assets changed during 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 will only result in cash flows in 
future fiscal periods. 
 
The government-wide financial statements can be found on pages 14-15 of this 
report. 
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Fund financial statements 
 
A fund is a grouping of related accounts that is used to maintain control over 
resources that have been segregated for specific activities or objectives. The 
Agency, like other state and local governments, uses fund accounting to ensure 
and demonstrate compliance with finance-related legal requirements. 
 
Governmental funds - The special revenue fund, capital project funds and debt 
service fund are governmental funds used to account for essentially the same 
function reported as governmental activities in the government-wide financial 
statements. However, unlike the government-wide financial statements, 
governmental fund financial statements focus on near-term inflows and outflows 
of spendable resources, as well as on balances of spendable resources available 
at the end of year. Such information may be useful in evaluating a government’s 
near-term financing requirements. 
 
Because the focus of the governmental funds are more narrow than that of the 
government-wide financial statements, it is useful to compare the information 
presented in the governmental funds with similar information presented for 
governmental activities in the government-wide financial statements. By doing 
so, readers may better understand the long-term impact of the government’s 
near-term financial decisions. Both the governmental funds balance sheet and 
the governmental funds statement of revenues, expenditures and changes in 
fund balances provide a reconciliation to facilitate this comparison between the 
governmental funds and governmental activities. 
 
The Agency maintains major governmental funds for the Low/Moderate Income 
Housing Loans, Redevelopment Agency (RDA) Debt Service, South Stockton 
Redevelopment Project, Midtown Redevelopment Project, North Stockton 
Redevelopment Project, Strong Neighborhoods Initiative (SNI) and Waterfront 
Redevelopment Project funds in the governmental funds balance sheet and 
statement of revenues, expenditures and changes in fund balances. The non-
major funds included in the Other Projects - Governmental portion of these 
statements are: the Low/Moderate Income Housing Projects  (LMIHF) and RDA 
Administration Capital Projects Funds. 
 
The Agency’s primary source of revenue is property taxes, referred to in the 
accompanying basic financial statements as “incremental property taxes.” 
Property taxes allocated to the Agency are computed in the following manner: 
 

a. The assessed valuation of all property within each Agency project area is 
determined on the date of adoption of the Redevelopment Plan by a 
designation of a fiscal year assessment roll. 

 
b. Property taxes related to the incremental increase in assessed values 

after the adoption of the Redevelopment Plan are allocated to the Agency; 
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all taxes on the “frozen” assessed valuation of the property are allocated 
to the City and other districts receiving taxes from the project area. 

 
The governmental fund financial statements can be found on pages 16 through 
21 of this report. 
 
Notes to the financial statements 
The notes provide additional information that is essential to a full understanding 
of the data provided in the government-wide and fund financial statements. The 
notes to the financial statements can be found on pages 22 through 53 of this 
report. 
 
Other information 
In addition to the basic financial statements, this report includes combining 
financial statements in connection with the Agency’s non-major governmental 
funds, which are presented immediately following the notes to the financial 
statements.   
 

GOVERNMENT-WIDE FINANCIAL ANALYSIS 
 
Net Assets of the Agency 
Net assets may serve as a useful indicator of a government’s financial position. 
In the case of the Agency, liabilities exceeded assets by $73,149,166 at the close 
of the year, creating a deficit net asset balance. The deficit net asset balance is a 
result of the Agency having significant debt with very little in corresponding 
assets. Future lease and tax increment revenues are pledged to repay the debt. 
 
A comparative analysis of current and prior year balances follow. 
 

Redevelopment Agency’s Net Assets 
 

        Governmental Activities 
 2010  2009 

Assets:  
Current & other assets $108,007,546 $125,300,382 
Capital assets 78,758,702 83,855,971 
   Total assets 186,766,248 209,156,353 
  
Liabilities:    
Long-term liabilities  242,538,438 248,203,765 
Other liabilities 17,376,976 7,339,118 
   Total liabilities 259,915,414 255,542,883 

  
Net assets:  
Invested in capital assets,   
   net of related debt 73,249,636 78,346,905 
Restricted 38,635,245 39,116,794 
Unrestricted (185,034,047) (163,850,229) 
   Total net assets (deficit) $(73,149,166) $(46,386,530) 
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The Agency’s net capital assets decreased $5,097,269 or 6%, primarily as a 
result of completion of the Marina in the Waterfront Redevelopment Project Area 
and subsequent transfer of the assets to the City. The Agency’s current and 
other assets decreased by $17,292,836 or 14% primarily due to the $9,173,935 
deposit to the County’s Supplemental Educational Revenue Augmentation Funds 
(SERAF) distributed to schools to meet the State of California’s Proposition 98 
obligations to education; pursuant to an action taken by the State in the fourth 
extraordinary session of 2009. Current and other assets are comprised largely of 
cash and investments, cash with fiscal agents and loans to property owners. 
 
Total liabilities are $259,915,414 which represents long term liabilities of 
$242,538,438 and $17,376,976 comprised of other liabilities.  The decrease in 
the long term liabilities of $5,665,327 is the result of the purchase and 
cancellation of $7,010,000 in bonds authorized under Agency Resolution No. 
R10-016 and debt service payments made during the year. These were partially 
offset by the legal settlement approved on June 8, 2010 by City Council 
Resolution 10-0173 in City of Stockton v. Marina Towers LLC, et. al. in the 
amount of $2,500,000 payable over eight years. Of this amount, the Agency 
recorded $1,801,707 (present value) as long term debt. Other liabilities increased 
$10,037,858 resulting from net decreases in accounts payable and accrued 
interest balances and an increase in liabilities of due to other governments of 
$11,502,311, representing the amount the Agency has overdrawn its share of 
City pooled cash and investments at the end of the fiscal year.  
 
Of the Agency’s total net assets deficit, $73,149,166 reflects its investment in 
capital assets (e.g. land, building and infrastructure) less any related outstanding 
debt used to acquire these assets. The Agency uses these capital assets to 
provide services and facilities to the public in blighted areas. Consequently, these 
assets are not available for future 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 the debt must be provided from other sources. The 
Agency’s capital assets cannot be liquidated to reduce these liabilities. 
 
An additional portion of the Agency’s net assets, $38,635,245 represent 
resources that are subject to external restrictions on how they may be used. The 
remaining balance unrestricted net assets deficit of $185,034,047 is expected to 
be replenished by future lease and property tax increment revenues. 

 
Change in Net Assets of the Agency  
The Agency’s total expenses of $47,279,015 exceeded revenues of $20,516,379 
for a decrease in net assets of $26,762,636.  This decrease is found in 
governmental activities as is detailed in the table on the following page. 
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Redevelopment Agency’s Change in Net Assets 

 
   

Governmental Activities 
 

  2010  2009 
 Revenues:  
 Program revenues:  
   Capital grants and contributions $1,936,352 $12,942,178 
   Charges for services  58,716 113,034 
 General revenues:  
   Incremental property taxes 16,378,939 25,610,181 
   Miscellaneous 1,145,845 676 
   Investment earnings  996,527  5,740,306 
 Total revenues 20,516,379  44,406,375 
   
 Expenses:  
 General government 14,819,728 11,547,099 
 Public safety 613  11,814 
 Public works 23,468,078 4,262,831 
 Interest and fiscal charges 8,990,596 8,917,121 
 Total expenses 47,279,015 24,738,865 
   
 Change in net assets (26,762,636) 19,667,510 
   
 Net assets deficit, beginning of year  (46,386,530) (66,054,040) 
   
 Net assets deficit, end of year $(73,149,166) $(46,386,530) 
   
 
Net assets deficit of the Agency increased by $26,762,636 during the current 
year due to an increase in overall expenses, especially in the public works 
function, and a decrease in capital grants and contributions and incremental 
property taxes revenue.  The decrease in grants and contributions of 
$11,005,801 is due to the prior year draw from cash held with fiscal agent for 
Section 108 loan funds in the amount of $11,327,649 and grants from the State 
of California for Wildlife Conservation and California Rivers and Parkways 
totaling $1,317,442.  Charges for services decreased $54,318 due to the prior 
year receipt of the final payment from Stockton Unified School District for the 
Alex G. Spanos School project.  Incremental tax revenues decreased by 
$9,231,242 due to the revaluation of property tax values by the San Joaquin 
County Assessor of all residential properties and a decline in the number of 
housing units being built and sold.   
 
The decrease of $4,743,779 in investment earnings reflects the use of cash to 
meet a payment obligation to the San Joaquin County’s Supplemental 
Educational Revenue Augmentation Fund (SERAF) pursuant to an action taken 
by the State of California in the fourth extraordinary session of 2009.  The 
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Agency made a payment to SERAF of $9,173,935 to be distributed to schools to 
meet the State’s Proposition 98 obligations to education.  The California 
Redevelopment Association has filed a lawsuit challenging the constitutionality of 
this State action. Additionally, the City’s decreased average rate of return on its 
general investment pool impacted investment earnings, which fell from 3.4% in 
fiscal year 2009 to 3.29% in fiscal year 2010.   
 
Total expenses increased $22,540,150 primarily due to completion of the 
Stockton Downtown Marina and Joan Darrah Promenade project in the 
Waterfront Redevelopment Project Area, as well as the payment made to the 
SERAF as noted above.  Expenses associated with the construction of the 
Stockton Downtown Marina project were previously capitalized as construction in 
progress, and being held until project completion. 
 

FINANCIAL ANALYSIS OF THE AGENCY FUNDS 
 
As noted earlier, the Agency uses fund accounting to ensure and demonstrate 
compliance with finance-related legal requirements. This financial analysis of the 
Agency’s funds provides an overview of their financial performance. 
 
Governmental Funds 
The focus of the Agency’s governmental funds is to provide information on near-
term inflows, outflows, and balances of spendable resources. Such information is 
useful in assessing the Agency’s financing requirements. In particular, fund 
balance may serve as a useful measure of a government’s net resources 
available for spending for program purposes at the end of the fiscal year. 
 
As of the end of the current year, the Agency’s governmental funds reported an 
ending fund balance of $90,817,992. The fund balance represents the 
accumulation of incremental property tax revenue and interest income in excess 
of expenditures. While $116,651,704 of the total fund balance is restricted, 
$1,413,351 is committed, and the remaining deficit of $27,247,063 is unassigned.  
It is expected that future lease and tax increment revenues will offset this 
negative unreserved amount. 
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Comparative Change in Revenues, Expenditures and Fund Balance 
FY 2008-09 and FY 2009-10 

 

2010 2009 Dollar Change
Revenues: 

Incremental property taxes 16,378,939$           25,610,181$             (9,231,242)$           
Investment earnings 1,432,484               5,385,669                 (3,953,185)             
Net change in the 
  fair value of investments (435,957)                 354,637                    (790,594)                
Intergovernmental 1,936,352               12,942,178               (11,005,826)           
Other revenues 1,204,561               113,710                    1,090,851              

Total revenues 20,516,379             44,406,375               (23,889,996)           

Expenditures:
General government 7,364,631               2,134,782                 5,229,849              
Capital outlay 24,241,387             53,574,247               (29,332,860)           
Debt service 18,233,211             10,947,940               7,285,271              

Total expenditures 49,839,229             66,656,969               (16,817,740)           

Deficiency before
other financing sources (29,322,850)            (22,250,594)              (7,072,256)             

Issuance of long-term debt 2,194,184               6,342,504                 (4,148,320)             

Net change in fund balances (27,128,666)            (15,908,090)              (11,220,576)           

FUND BALANCE,

 BEGINNING OF YEAR 117,946,658           133,854,748             12,302,105$          

FUND BALANCE,
 END OF YEAR 90,817,992$           117,946,658$           (19,374,361)           

 
The greatest change in revenue for the year is intergovernmental revenue which 
decreased $11,005,825 primarily due to the prior year’s one-time increase in 
revenue of $11,327,649 from the Section 108 loan funds previously held as cash 
with fiscal agent in the Waterfront Redevelopment Capital Projects Fund and 
other one-time sources used in the prior year for the Stockton Downtown Marina 
project, including $1,317,442 in grants received from the State of California.  As 
previously mentioned, incremental property taxes decreased $9,231,242 due to 
the San Joaquin County’s revaluation of property tax values causing assessed 
valuations in the project areas to significantly decrease due to declines in the 
housing market. As a result of these activities, investment earnings declined by 
$3,953,185.      
 
General government expenditures increased $5,229,849 and capital outlay 
expenditures decreased by $29,332,860.  Prior year capital expenditures were 
for capital costs associated with the Strong Neighborhoods Initiative bond 
projects that included such items as public facilities, street repairs, street lighting 
and repair of curbs, gutters and sidewalks. Non-capital expenditures include 
planning and engineering consultants, as well as legal and administrative costs, 
for the four redevelopment project areas. 
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The Agency’s Waterfront Redevelopment Project Area saw an increase of deficit 
fund balance due to outstanding reimbursements from grant funding and loans 
for the Stockton Downtown Marina project. The Agency’s Strong Neighborhoods 
Initiative (SNI) fund had capital outlay expenditures of $14,892,936.  Funding for 
ongoing neighborhood improvement projects comes from bond proceeds 
currently held with the Agency’s fiscal agent.  
 
The remainder of the Agency’s major redevelopment funds; South Stockton, 
Midtown and North Stockton Project Areas are either beginning work on new 
projects or are in the last stages of completion on the capital projects in those 
projects areas.  The total capital outlay expenditures for these areas is $385,626. 

 South Stockton Redevelopment Project Area – This area completed 
the Merlo Joint-Use Gymnasium, located in William Brotherhood Park, 
which is a shared facility between the City and Stockton Unified School 
District.   

 Midtown Redevelopment Project Area – The first phase of the 
waterfront connections plan was completed in anticipation of 
application for Smart Growth grants.   

 North Stockton Redevelopment Project Area – Projects in this area 
included the preliminary planning for the East Bay Municipal Utilities 
District easement which runs throughout the project area and one 
commercial façade loan.   

  
 

CAPITAL ASSETS AND DEBT ADMINISTRATION 
 
Capital Assets 
The Agency’s investments in capital assets for its governmental activities as of 
June 30, 2010 was $78,758,702 (net of accumulated depreciation). This 
investment in capital assets includes land, construction in progress, 
improvements, machinery and equipment, and infrastructure. 
 
The net decrease in the Agency’s capital assets was $5,097,269 or 6% as 
compared with totals for 2009. This is primarily due to the prior year’s 
construction in progress amount for the Stockton Downtown Marina project in the 
Agency’s Waterfront Redevelopment Project Area which was held as an asset 
until project completion, and subsequently transferred to the City. 
 
Additional information on the Agency’s capital assets can be found in Note 4 to 
the financial statements. 
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Long-Term Debt 
The Agency incurred new long-term debt (excluding accrued interest) during the 
current fiscal year totaling $2,194,184. This debt is related to an additional draw 
down on the California Department of Boating and Waterways $13,300,000 loan 
for construction of the Stockton Downtown Marina and Joan Darrah Promenade. 
This increase was offset by reductions in long-term debt related to a $7,010,000 
defeasance of outstanding 2006 Redevelopment Revenue Bonds, which the 
Agency purchased on the secondary market from bond proceed project fund 
balances.  
 
Additional information on the Agency’s long-term debt can be found in Note 6 in 
the notes to the financial statements. 
 
The Agency plan time limits are as follows: 
 
  Plan Time Limits 

 
 

     
 
 
Project Areas 

Plan 
Adoption 

Date 

Time Limit 
for Debt 

Incurrence 

Time Limit for 
Plan 

Activities 

Time Limit for 
Tax Increment 

Receipt 
Waterfront Merger 07/23/2009* N/A 07/23/2039 07/23/2054 
Merged Midtown* 07/02/2002 07/02/2022 07/02/2033 07/02/2048 
Merged South Stockton* 07/02/2002 07/02/2022 07/02/2033 07/02/2048 
North Stockton 07/13/2004 07/13/2024 07/13/2034 07/13/2049 
 
*All dates include the latest date applicable for all project areas within the merged area. 
 

CURRENTLY KNOWN FACTS, DECISIONS OR CONDITIONS  

The following items are currently known facts, decisions or conditions that 
management is aware of and were considered in preparing the Agency’s budget 
for the 2010-11 fiscal year. 
 
 The Agency anticipates a decrease of approximately 10% in tax increment 

receipts based on fiscal year 2009-10 actual revenues and due to the severe 
slow down of the real estate market and the revaluation by the San Joaquin 
County Assessor of all residential properties sold between 2002 and 2007 
which occurred over the last three years, as well as recent adjustments 
made to commercial property values based on appeals. 

 
 Rental and lease revenue, in addition to maintenance and operations costs 

associated with Agency-owned properties held for resale will remain 
constant.  While properties previously owned by the Agency have been or 
will be conveyed to private developers, the Agency will begin acquiring 
additional properties associated with new redevelopment projects as funding 
permits. 
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 Capital expenditures for 2010-11 are expected to decrease as the Stockton 
Downtown Marina Project and projects funded with Strong Neighborhoods 
Initiative bond proceeds are completed.  The Agency will continue assisting 
various developers with rehabilitation and construction activities related to 
several redevelopment projects including, but not limited to, the downtown 
waterfront development projects on the South Shore, and commercial and 
retail development projects in the Midtown and South Stockton Project 
Areas. 

 
 Pursuant to an action taken by the State of California in the fourth 

extraordinary session of 2009, the Agency has to make an additional 
payment to the County’s Supplemental Educational Revenue Augmentation 
Funds (SERAF) of $1,888,751, for a two-year total of $11,062,686, to be 
distributed to local schools in order for the State to meet its Prop 98 
obligations to education.  The California Redevelopment Association filed a 
lawsuit challenging the constitutionality of this State action, and the results 
are expected to be concluded during the future fiscal year.  

 

REQUESTS FOR INFORMATION 
  
This financial report is designed to provide a general overview of the Agency’s 
finances for all those with an interest. Questions concerning any of the 
information provided in this report or requests for additional financial information 
should be addressed to the Director of Economic Development at (209) 937-
8539. 
 
 
 
 



 
 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 

BASIC FINANCIAL STATEMENTS



REDEVELOPMENT AGENCY OF
THE CITY OF STOCKTON
(A Component Unit of the City of Stockton)

STATEMENT OF NET ASSETS (DEFICIT)
GOVERNMENTAL ACTIVITIES
JUNE 30, 2010
(With comparative totals for June 30, 2009)

2010 2009

ASSETS

Cash and investments 10,430,085$       18,114,832$      
Cash with fiscal agent 624,638              -                        
Tax increments receivable 134,720              229,738             
Interest receivable 99,953                177,078             
Accounts receivable 6,763                  50,846               
Due from other governments 500,000              500,000             
Loans to property owners 44,370,219         36,916,949        
Deposits and other assets 37,949                37,949               
Restricted assets - investments 49,010,956         66,353,864        
Deferred charges 2,792,263           2,919,126          
Capital assets:

Land and construction in progress 64,873,944         69,466,451        
Other capital assets, net of depreciation 13,884,758         14,389,520        

Total assets 186,766,248       209,156,353      

LIABILITIES

Accounts payable 2,891,644           4,431,262          
Accrued interest payable 2,979,685           2,904,520          
Due to other governments 11,502,311         -                     
Deposits and other liabilities 3,336                  3,336                 
Long-term liabilities:

Due within one year 2,785,002           3,005,152          
Due in more than one year 239,753,436       245,198,613      

Total liabilities 259,915,414       255,542,883      

NET ASSETS (DEFICIT)

Invested in capital assets, net of related debt 73,249,636         78,346,905        
Restricted for:

Capital projects 3,756,097           6,737,069          
Debt service 2,710,562           2,515,866          
Low- and moderate-income housing 32,168,586         29,863,859        

Unrestricted (deficit) (185,034,047)      (163,850,229)     

Total net assets (deficit) (73,149,166)$     (46,386,530)$     

Totals

See notes to the financial statements.
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REDEVELOPMENT AGENCY OF
THE CITY OF STOCKTON
(A Component Unit of the City of Stockton)

STATEMENT OF ACTIVITIES
GOVERNMENTAL ACTIVITIES
FOR THE FISCALYEAR ENDED JUNE 30, 2010
(With comparative totals for the year ended June 30, 2009)

Charges for Capital Grants
Expenses Services and Contributions 2010 2009

FUNCTIONS/PROGRAMS

General government 14,819,728$  5,052$          -$                    (14,814,676)$     (11,543,692)$     
Public safety 613 -                -                     (613)                   (11,814)              
Public works 23,468,078 53,664          1,936,352           (21,478,062)      8,788,974
Interest and fiscal charges 8,990,596 -                -                     (8,990,596) (8,917,121)

Total 47,279,015$  58,716$        1,936,352$          (45,283,947) (11,683,653)

General revenues:
Incremental property taxes 16,378,939 25,610,181
Miscellaneous 1,145,845 676                    
Investment earnings 996,527 5,740,306

Total general revenues 18,521,311 31,351,163

Change in net assets (26,762,636) 19,667,510

Net assets (deficit), beginning of year (46,386,530) (66,054,040)

Net assets (deficit), end of year (73,149,166)$     (46,386,530)$     

Program Revenues
and Changes in Net Assets

Net (Expense) Revenue

See notes to the financial statements.
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REDEVELOPMENT AGENCY OF
THE CITY OF STOCKTON
(A Component Unit of the City of Stockton)

BALANCE SHEET
GOVERNMENTAL FUNDS
JUNE 30, 2010
(With comparative totals for June 30, 2009)

Special Revenue Debt Service

Low/Moderate South
Income Stockton Midtown
Housing Redevelopment Redevelopment Redevelopment
Loans * Agency Project Project

ASSETS

Cash and investments 7,744,270$          -$                  15,272$            -$                  
Cash with fiscal agent -                      -                    -                    -                    
Receivables:

Tax increments -                      -                    2,869                -                    
Interest -                      -                    6,218                30,229              
Accounts and other -                      -                    6,231                -                    

Due from other funds -                      -                    -                    3,471,935         
Due from other governments -                      -                    -                    -                    
Loans to other funds -                      -                    2,332,675         -                    
Loans to property owners 44,115,358          -                    33,935              119,582            
Deposits and other assets -                      -                    37,943              -                    
Restricted assets - investments -                      12,408,466 -                    -                    

      Total assets 51,859,628$        12,408,466$     2,435,143$       3,621,746$       

LIABILITIES AND FUND BALANCES

LIABILITIES:
Accounts payable 100,000$             2,000$              670$                 -$                  
Due to other funds -                      -                    -                    -                    
Due to other goverments -                      -                    -                    -                    
Deposits and other liabilities -                      -                    -                    -                    
Loans from other funds -                      -                    -                    -                    

      Total liabilities 100,000               2,000                670                   -                    

FUND BALANCES (DEFICIT):
Restricted:
    Debt service reserve -                      11,882,949       -                    -                    
    Housing projects/loans 51,759,628          -                    -                    -                    
    Redevelopment projects -                      -                    9,564,415         3,588,485         
Committed:
    Debt service -                      523,517            -                    -                    
    Housing projects/loans -                      -                    -                    -                    
    Redevelopment projects -                      -                    67,950              33,261              
Unassigned -                      -                    (7,197,892)        -                    

      Total fund balances (deficit) 51,759,628          12,406,466       2,434,473         3,621,746         

      Total liabilities and fund 
             balances (deficits) 51,859,628$        12,408,466$     2,435,143$       3,621,746$       

*  Low/Moderate Income Housing Loans Fund was formerly named the Loan Special Revenue Fund. 

Capital Projects

See notes to the financial statements.
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North Strong
Stockton Neighborhoods Waterfront

Redevelopment Initiative (SNI) Redevelopment Other
Project Project Project Projects 2010 2009

-$                  -$                   -$                     2,670,543$       10,430,085$        18,114,832$        
-                    568,917             55,721                 -                    624,638               -                      

-                    -                     131,851               -                    134,720               229,738
-                    -                     -                       63,506              99,953                 177,078
-                    -                     532                      -                    6,763                   50,846
-                    -                     1,942,239            -                    5,414,174            7,357,692
-                    -                     500,000               -                    500,000               500,000               

3,900,395         -                     -                       -                    6,233,070            6,233,070
100,000            -                     1,344                   -                    44,370,219          36,916,949

-                    -                     5                          1                       37,949                 37,949                 
-                    36,602,490        -                       -                    49,010,956          66,353,864

4,000,395$       37,171,407$      2,631,692$          2,734,050$       116,862,527$      135,972,018$      

14,566$            752,550$           1,943,768$          78,090$            2,891,644$          4,431,262$          
-                    5,414,174          -                       -                    5,414,174            7,357,692

2,459,922         354,365             8,688,024            -                    11,502,311          -                      
-                    -                     -                       3,336                3,336                   3,336
-                    -                     6,233,070            -                    6,233,070            6,233,070

2,474,488         6,521,089          16,864,862          81,426              26,044,535          18,025,360          

-                    -                     -                       -                    11,882,949          11,932,683          
-                    -                     -                       2,713,365         54,472,993          52,168,266          

5,404,853         29,995,946 1,742,063            -                    50,295,762          75,411,280          

-                    -                     -                       -                    523,517               279,087               
-                    -                     -                       36,399              36,399                 65,282                 

21,449              654,372             76,403                 -                    853,435               922,305               
(3,900,395)        -                     (16,051,636)         (97,140)             (27,247,063)        (22,832,245)        

1,525,907         30,650,318        (14,233,170)         2,652,624         90,817,992          117,946,658        

4,000,395$       37,171,407$      2,631,692$          2,734,050$       116,862,527$      135,972,018$      

Totals

Capital Projects

See notes to the financial statements.
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REDEVELOPMENT AGENCY OF
THE CITY OF STOCKTON
(A Component Unit of the City of Stockton)

RECONCILIATION OF THE BALANCE SHEET OF
 GOVERNMENTAL FUNDS TO THE STATEMENT OF NET ASSETS (DEFICIT)
JUNE 30, 2010
(With comparative totals for June 30, 2009)

2010 2009
Amounts reported for governmental activities in the statement of net
 assets are different because:

Total fund balances - total governmental funds 90,817,992$       117,946,658$     

Capital assets used in governmental activities are not
 financial resources and, therefore, are not reported in
 governmental funds.

Nondepreciable 64,873,944         69,466,451         
Depreciable 15,690,636         15,690,636         
Accumulated depreciation on depreciable capital assets (1,805,878)          (1,301,116)          

Deferred charges for bond issuance costs are not current
financial resources and, therefore, are not reported in 
governmental funds 2,792,263           2,919,126           

Various long-term liabilities are not due and payable in the
 current period and, therefore, are not reported in governmental
funds as follows:

Compensated absences (154,910)             (194,382)             
Pollution remediation (821,647)             (998,750)             
Premium on debt issuance (3,394,054)          (3,520,614)          
Loans from the City of Stockton (32,852,853)        (33,457,164)        
Loans payable (9,525,533)          (7,360,679)          
Settlement obligation (1,801,707)          -                          
Bonds payable (145,855,000)      (155,020,000)      
Accrued interest payable (51,112,419)        (50,556,696)        

Net assets (deficit) of governmental activities (73,149,166)$      (46,386,530)$      

See notes to the financial statements.
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REDEVELOPMENT AGENCY OF
THE CITY OF STOCKTON
(A Component Unit of the City of Stockton)

STATEMENT OF REVENUES, EXPENDITURES
 AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2010
(With comparative totals for the year ended June 30, 2009)

Special Revenue Debt Service

Low/Moderate South
Income Stockton Midtown
Housing Redevelopment Redevelopment Redevelopment
Loans* Agency Project Project

REVENUES:
Incremental property taxes -$                      -$                 4,516,243$      3,541,818$           
Intergovernmental -                        -                   -                   -                        
Charges for services -                        -                   -                   -                        
Use of money and property -                        -                   8,018               -                        
Investment income:

Interest income -                        1,281,180        24,769             154,723                
Net increase (decrease) in fair value
 of investments -                        (49,735)            -                   -                        

Refunds and reimbursements -                        -                   316,822           249,474                
Miscellaneous -                        -                   -                   -                        

      Total revenues -                        1,231,445        4,865,852        3,946,015             

EXPENDITURES:
Current:

General government -                        35,750             1,967,346        1,663,236             
Capital outlay -                        -                   212,423           146,834                
Debt service:

Principal -                        9,165,000        350,000           250,000                
Interest and fiscal charges -                        8,248,880        -                   -                        

      Total expenditures -                        17,449,630      2,529,769        2,060,070             

EXCESS (DEFICIENCY) OF REVENUES
 OVER (UNDER) EXPENDITURES -                        (16,218,185)     2,336,083        1,885,945             

OTHER FINANCING SOURCES (USES):
Transfers in 6,409,000             16,412,935      24,282             -                        
Transfers out -                        (54)                   (3,884,463)       (3,455,899)            
Issuance of long-term debt -                        -                   -                   -                        

      Total other financing sources (uses) 6,409,000             16,412,881      (3,860,181)       (3,455,899)            

NET CHANGE IN FUND BALANCES 6,409,000             194,696           (1,524,098)       (1,569,954)            

FUND BALANCES (DEFICIT), BEGINNING
 OF YEAR 45,350,628           12,211,770      3,958,571        5,191,700             

FUND BALANCES (DEFICIT), END OF YEAR 51,759,628$         12,406,466$    2,434,473$      3,621,746$           

*  Low/Moderate Income Housing Loans Fund was formerly named the Loan Special Revenue Fund. 

Capital Projects

See notes to the financial statements.
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North Strong
Stockton Neighborhoods Waterfront

Redevelopment Initiative (SNI) Redevelopment Other
Project Project Project Projects 2010 2009

2,651,771$      -$                        5,669,107$      -$                 16,378,939$      25,610,181$      
-                   1,649,938               286,414           -                   1,936,352          12,942,178
-                   -                          -                   -                   -                     2,500                 
-                   -                          5,120               4,633               17,771               96,372

(79,813)            (24,314)                   (249,917)          325,856           1,432,484          5,385,669

-                   209                         -                   (386,431)          (435,957)            354,637
447,055           1,379                      144,958           -                   1,159,688          13,255               

-                   -                          25,419             1,683               27,102               1,583

3,019,013        1,627,212               5,881,101        (54,259)            20,516,379        44,406,375        

1,627,463        -                          1,434,325        636,511           7,364,631          2,134,782          
26,369             14,892,936             6,664,051        2,298,774        24,241,387        53,574,247

-                   -                          33,641             -                   9,798,641          2,644,177
-                   -                          185,690           -                   8,434,570          8,303,763

1,653,832        14,892,936             8,317,707        2,935,285        49,839,229        66,656,969        

1,365,181        (13,265,724)            (2,436,606)       (2,989,544)       (29,322,850)       (22,250,594)       

100,000           -                          54                    5,022,095        27,968,366        20,337,306
(2,327,958)       (8,510,418)              (3,269,405)       (6,520,169)       (27,968,366)       (20,337,306)

-                   -                          2,194,184        -                   2,194,184          6,342,504

(2,227,958)       (8,510,418)              (1,075,167)       (1,498,074)       2,194,184          6,342,504          

(862,777)          (21,776,142)            (3,511,773)       (4,487,618)       (27,128,666)       (15,908,090)       

2,388,684        52,426,460             (10,721,397)     7,140,242        117,946,658      133,854,748

1,525,907$      30,650,318$           (14,233,170)$   2,652,624$      90,817,992$      117,946,658$    

Totals

Capital Projects

See notes to the financial statements.
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REDEVELOPMENT AGENCY OF
THE CITY OF STOCKTON
(A Component Unit of the City of Stockton)

RECONCILIATION OF THE STATEMENT OF REVENUES,
 EXPENDITURES AND CHANGES IN FUND BALANCES OF
 GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
FOR THE FISCAL YEAR ENDED JUNE 30, 2010
(With comparative totals for the year ended June 30, 2009)

2010 2009
Amounts reported for governmental activities in the statement of activities
 are different because:

Net change in fund balances - total governmental funds (27,128,666)$      (15,908,090)$      

Governmental funds report capital outlays as expenditures.  However,
 in the statement of activities the costs of those assets is either allocated
 over their estimated useful lives and reported as depreciation expense
 for those capital assets of the Agency, or expensed when transferred to
 the City for those capital assets owned by the City.   Capital outlay, 
 depreciation expense, and the expense associated with the transfer of 
 capital assets to the City are as follows:

Capital outlays related to capital assets 8,675,077           36,918,534         
Depreciation expense on capital assets (504,762)             (385,271)             
Completed construction in progress transferred to the City (13,267,584)        (607,065)             

The issuance of long-term debt provides current financial resources
 to governmental funds, while the repayment of the principal of long-
 term debt consumes current financial resources of governmental
 funds.  Neither transaction, however, has any effect on net assets.

Settlement obligation (1,801,707)          -                      
Issuance of long-term debt (2,194,184)          (6,342,504)          
Principal repayment 9,798,641           2,644,177           

Other expenses in the statement of activities that do not use current
 financial resources are not reported as expenditures in the
 governmental funds.

Amortization of deferred charges (126,863)             (126,863)             
Amortization of issuance premium 126,560              126,561              
Change in pollution remediation 177,103              3,951,566           
Change in compensated absences 39,472                9,521                  
Change in accrued interest (555,723)             (613,053)             

Change in net assets of governmental activities (26,762,636)$     19,667,510$      

See notes to the financial statements.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

Reporting Entity – The Redevelopment Agency (Agency) of the City of Stockton 
was established on August 13, 1956, as set forth in the Health and Safety Code of 
the State of California. Although a separate legal entity, the Agency is subject to 
the oversight responsibility of the City Council of the City of Stockton (“City”) and, 
accordingly, is a component unit of the City for financial reporting purposes. The 
Agency’s governing board is the City Council which presides as the Stockton 
Redevelopment Agency in conducting the business of the Agency. The Agency’s 
financial statements are presented as a component unit in the City of Stockton’s 
Comprehensive Annual Financial Report, with the City as the primary government 
pursuant to Governmental Accounting Standards Board (GASB) Statement No. 14, 
The Financial Reporting Entity. 
 
The primary purpose of the Agency is to prepare and carry out plans for 
improvement, rehabilitation and redevelopment of blighted areas within the City of 
Stockton. The principal sources of revenue to fund its governmental operations 
include incremental ad valorem property tax as authorized by California Health and 
Safety Code Section 33670 et seq., and project-specific grants and loans from 
federal and state government agencies, such as the Department of Boating and 
Waterways Boating Infrastructure Grant for the Stockton Downtown Marina.  The 
City of Stockton has also loaned the Agency funding in the past for specific 
projects. These are the principal sources of revenue susceptible to accrual under 
the modified accrual method described later in this note.   
 
Currently, there are four redevelopment project areas in the City, (South Stockton, 
Midtown, North Stockton, and Waterfront), each of which are accounted for in 
respective capital project funds. Five additional funds that meet special needs 
within the City include the Strong Neighborhoods Initiative Project, Low/Moderate 
Income Housing Loans Special Revenue, Redevelopment Agency Debt Service, 
Low/Moderate Income Housing Projects, and the Redevelopment Agency Capital 
Administration funds.  
 
These financial statements reflect the merger of the West End Redevelopment 
Project, Port Industrial Redevelopment Project and Rough and Ready Island 
Project funds into the Waterfront Redevelopment Project Fund effective July 1, 
2009.  The West End Redevelopment Project and Port Industrial Redevelopment 
Project Fund were previously reported as major capital projects funds while the 
Rough and Ready Island Project fund was reported in the Other Projects non-
major column.  The three project funds have been consolidated and are now 
reported in the Waterfront Redevelopment Project (Capital Projects) fund. 
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
Government-wide and fund financial statements – The government-wide 
financial statements (i.e., the statement of net assets and statement of activities) 
report information on all of the activities of the Agency.  The effect of interfund 
activity has been eliminated from these statements.  Governmental activities are 
normally supported by taxes and intergovernmental revenues. 

 
The statement of activities demonstrates the degree to which the direct expenses 
of a given function or segment are offset by program revenues.  Direct expenses 
are those that are clearly identifiable within a specific function or segment.  
Program revenues include 1) charges to customers or applicants who purchase, 
use, or directly benefit from goods, services, or privileges provided by a given 
function or segment and 2) grants and contributions that are restricted to meeting 
the capital requirements of a particular function or segment.  Taxes and other 
items not properly included among program revenues are reported instead as 
general revenues. 
 
Separate financial statements are provided for governmental funds.  Major 
individual governmental funds are reported as separate columns in the fund 
financial statements. 
 
Measurement Focus, Basis of Accounting, and Financial Statement 
Presentation – The government-wide financial statements are reported using the 
economic resources measurement focus and the accrual basis of accounting.   

 
Revenues are recorded when earned and expenses are recorded when a liability is 
incurred, regardless of the timing of related cash flows.  Property taxes are 
recognized as revenues in the year for which they are levied.  Grants and similar 
items are recognized as revenue as soon as all eligibility requirements imposed by 
the provider have been met. 
 
Governmental fund financial statements are reported using the current financial 
resources measurement focus and the modified accrual basis of accounting.  
Revenues are recognized as soon as they are both measurable and available.  
Revenues are considered to be available when they are collectible within the 
current period or soon enough thereafter to pay liabilities of the current period.  
Expenditures generally are recorded when a liability is incurred, as under accrual 
accounting.  However, debt service expenditures, as well as expenditures related 
to compensated absences, and pollution remediation activities are recorded only 
when payment is due.   
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
For this purpose, the Agency considers federal grants and subsidies and 
intergovernmental revenues, which are primarily grants and subventions received 
as reimbursement for specific purposes or projects, to be available if they are 
expected to be received within the upcoming year to repay interfund liabilities 
incurred as a result of borrowing the cash in order to pay the expenditures.  Other 
major revenues are considered to be available if they are collected within 60 days 
of the end of the current fiscal period. Such revenues include incremental property 
taxes and investment income.  All other revenue items, such as charges for 
services, use of money and property, refunds and reimbursement, and 
miscellaneous revenues are considered to be measurable and available only when 
cash is received by the Agency.   
 
When both restricted and unrestricted resources are available for use, it is the 
Agency’s policy to use restricted resources first, and then unrestricted resources 
as they are needed. 
 
Agency Special Revenue Fund 
 
Special revenue funds are used to account for and report the proceeds of specific 
revenue sources that are restricted or committed to expenditure for specified 
purposes other than debt service or capital projects.  The term "proceeds of 
specific revenue sources" establishes that one or more specific restricted or 
committed revenues should be the foundation for a special revenue fund.  
Restricted or committed specific revenue sources should be expected to comprise  
a substantial portion of the fund's resources, but the fund also may include other 
restricted, committed, and assigned resources. 
 
The Agency maintains one special revenue fund, which is classified as a major 
fund.   
 
Low/Moderate Income Housing Loans Fund – This fund accounts for loans to non-
profit developers and property owners for rehabilitation and/or construction of 
housing units which are deed restricted for occupancy by low-and-moderate-
income households for at least fifty-five (55) years. These loans are funded by the 
“20% low-and-moderate-income housing set-aside” requirement of the Health and 
Safety Code Section 33334.2(a). Funds are transferred from the four Project 
Areas’ to the Low and Moderate Income Housing Fund and then transferred to this 
Loan Special Revenue Fund as loans are approved by the Agency.  
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1.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
Agency Debt Service Fund 
 
Debt service funds are used to account for and report financial resources that are 
restricted, committed, or assigned to expenditures for principal and interest. The 
Agency maintains one debt service fund, which is classified as a major fund. 
 
Redevelopment Agency Debt Service Fund – This fund accounts for all principal 
and interest payments of the Agency’s 2004 Revenue Bonds issued for the 
Waterfront Redevelopment Project Area (Events Center) and the payments of the 
2006 Revenue Bonds, Series A, B, and C (Strong Neighborhoods Initiative) for the 
South Stockton Redevelopment, Midtown Redevelopment, and North Stockton 
Redevelopment project areas, as well as the Low/Moderate Income Housing 
Capital Projects Fund. Debt service payments are funded by operating transfers 
from the respective Agency project area funds supported by property tax 
increment.  More detail of the Agency’s outstanding bonded debt accounted for in 
this fund is provided in Note 6. 
  
Agency Capital Project Funds 
 
Capital project funds are used to account for and report the financial resources that 
are restricted, committed, or assigned to expenditures for capital outlays, including 
the acquisition and development of capital facilities and other capital assets.  
Capital project funds exclude those types of capital related outflows financed by 
proprietary funds or for assets that will be held in trust for individuals, private 
organizations, or other governments. 
 
The seven capital project funds of the Agency include the South Stockton 
Redevelopment Project, Midtown Redevelopment Project, North Stockton 
Redevelopment Project, Strong Neighborhoods Initiative (SNI) Project, Waterfront 
Redevelopment Project, and Other Projects (Nonmajor Capital Projects Funds), 
which includes the Low/Moderate Income Housing Projects, and the 
Redevelopment Agency Capital Administration funds. 
 
The South Stockton, Midtown, and Waterfront project areas represent the 
incorporation of older Agency project areas with newer project areas adopted at 
the time of the mergers.   
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1.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
Major Capital Project Funds 
 
South Stockton Redevelopment Project Fund – This fund accounts for the 
acquisition, relocation, demolition, construction and sale of land for the South 
Stockton (Merged) Redevelopment Project financed by property tax increment  
revenue, loans from the City and other project specific revenue sources.  This 
merged project area was established on July 2, 2002 by Council Ordinance No. 
036-02 which combined the previously formed All Nations, McKinley, and Sharps 
Lane project areas with a newly formed South Stockton project area.  The Airport 
Way and Second Street realignment, Gleason Park archaeological monitoring, and 
Gleason Park Apartments are the capital projects undertaken in the current fiscal 
year. 
 
Midtown Redevelopment Project Fund – This fund accounts for the acquisition, 
relocation, demolition, construction and sale of land for the Midtown (Merged) 
Redevelopment Project financed by property tax increment revenue, loans from 
the City and other project specific revenue sources.   This merged project area 
was established on July 2, 2002 by Council Ordinance No. 034-02 which combined 
the previously formed Eastland project area with a newly formed Midtown project 
area. Due to the limited revenue available in this project area, current year activity 
was limited to making statutory payments to taxing entities, debt service, and 
contributing to the Supplemental Educational Revenue Augmentation Fund 
payment.  
 
North Stockton Redevelopment Project Fund – This fund accounts for the 
acquisition, relocation, demolition, construction and sale of land for the North 
Stockton Redevelopment Project financed by property tax increment revenue, 
loans from the City and other project specific revenue sources.  This project area 
was established on July 13, 2004 by Council Ordinance No. 012-04 and later 
amended to add additional acreage. Due to the limited revenue available in this 
project area, current year activity was limited to making statutory payments to 
taxing entities, debt service, and contributing to the Supplemental Educational 
Revenue Augmentation Fund payment.  
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1.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
Strong Neighborhoods Initiative (SNI) Project Fund – This fund accounts for 
specific capital, commercial, and low-and-moderate-income housing activities 
authorized by Agency Resolution No. R06-030 and funded with proceeds from the 
2006 Redevelopment Agency Revenue Bonds, Series A, B and C. The bond 
proceeds are payable by three respective project areas: Midtown, South Stockton, 
North Stockton, and the Low-and-Moderate Income Housing Loans Fund.  The 
capital projects funded by the bond proceeds in the three respective 
redevelopment project areas in the current fiscal year include the California Street, 
El Dorado Street, and Airport Way improvements, a joint-use gymnasium, two 
commercial façade projects and contributions toward the Supplemental 
Educational Revenue Augmentation Fund payment. 
 
Waterfront Redevelopment Project Fund – This fund accounts for the acquisition, 
relocation, demolition, construction and sale of land for the Waterfront (Merged) 
Redevelopment Project financed by property tax increment revenue, loans from 
the City and other project specific revenue sources.    This project area was 
established on July 23, 2009 by Council Ordinance No. 009-09 which combined 
the previously formed West End, Port Industrial, and Rough and Ready Island 
project areas.  The Stockton Downtown Marina and Joan Darrah Promenade were 
the major capital projects undertaken in the current fiscal year.   
 
Other Projects Funds (Nonmajor Capital Project Funds) 
 
Low/Moderate Income Housing Projects Fund – This fund represents the required 
20% housing set-aside transfers from all four project areas.  These resources  are 
used to provide assistance to non-profit developers and property owners for 
affordable housing project activities, per Health and Safety Code section 
33334.2(a).  Activity in the current fiscal year was largely comprised of debt service 
and continued relocation payments for the California Rural Legal Assistance 
settlement.  
 
RDA Capital Administration Fund – This fund accounts for Agency general project 
area management administrative costs of the six other capital project funds 
described above. It is funded through transfers in from the four Redevelopment 
Project Areas.  
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1.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
Cash and Investments – Investments are included within the City’s investment 
pool (Pool), which is described in the City’s Comprehensive Annual Financial 
Report.  The Agency’s investments are stated at fair value.  The Pool values the 
Agency’s shares on an amortized cost basis, which is different than the fair value 
of the Agency’s position in the pool.  The City’s pool is not rated by credit rating 
agencies and the weighted average maturity of the portfolio as of June 30, 2010 
was 2.02 years. The City Council of the City of Stockton delegates oversight 
responsibility of the City’s investment pool to the Chief Financial Officer acting as 
the City Treasurer, per the Stockton Municipal Code.   
 

Restricted Assets - Investments – Certain investments of the Redevelopment 
Agency Debt Service Fund, and the Strong Neighborhoods Initiative Projects Fund 
are restricted assets due to limitations on their use by bond covenants.  All 
investments are stated at fair value, which is based on published market prices, 
with the exception of guaranteed investment contracts which are stated at cost. 
Restricted investments are not invested in the City‘s investment pool (refer to Note 
3 - Restricted Investments for further information). 
 
Derivative Instruments - GASB Statement No. 53, Accounting and Financial 
Reporting for Derivative Instruments establishes accounting and financial reporting 
requirements for derivative instruments entered into by state and local 
governments. Hedging derivative instruments, such as interest rate swaps, are 
used to reduce financial risks, such as offsetting increases in interest costs by 
offsetting changes in cash flows of the debt, the hedged item. The Agency 
evaluated its financial debt and investment contracts and concluded it did not have 
any derivative instruments to report.    
 
 

Interfund Receivable/Payables, and Transfers – Short-term loan receivables 
and payables are reported as “due from other funds” and “due to other funds,” 
respectively.  Long-term interfund loan receivables are reported as “loans to other 
funds” and “loans from other funds.”   

 
Transfers between Agency funds were made throughout the year for the 
construction of housing projects and to service debt. 
 
 
 
 
 
 



REDEVELOPMENT AGENCY OF 
THE CITY OF STOCKTON 
(A Component Unit of the City of Stockton) 
 
NOTES TO THE FINANCIAL STATEMENTS (Continued) 
FOR THE FISCAL YEAR ENDED JUNE 30, 2010 
  

 
29

1.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
Capital Assets – Capital assets, which include land, construction in progress, 
improvements, machinery and equipment, and infrastructure (e.g., roads, bridges, 
and similar items), are reported in the government-wide financial statements.  
Capital assets are defined by the Agency as assets with an initial, individual cost of 
more than $5,000 for machinery and equipment; $10,000 for land, improvements; 
$50,000 for infrastructure and an estimated useful life in excess of one year.  Such 
assets are recorded at historical cost or estimated historical cost if purchased or 
constructed.  Donated capital assets are recorded at estimated fair value on the 
date of donation. 

 
The costs of normal repairs and maintenance that do not add value to the asset or 
materially extend the life of the asset are not capitalized. 
 
Major outlays for capital assets and improvements are capitalized as capital 
projects are completed.  

 
Depreciation is recorded using the straight-line method over the estimated useful 
lives of assets, as follows: 

 
   Improvements other than buildings 20 - 30 years 
   Machinery and equipment  3 - 30 years 
   Roads and streets infrastructure 50 - 65 years 
 
Intangible Assets - GASB Statement No. 51, Accounting and Financial Reporting 
for Intangible Assets establishes more specific guidance for accounting and 
financial reporting in the areas of recognition, initial measurement, and 
amortization of intangible assets. Intangible assets include, but are not limited to, 
water rights, easements, timber rights, patents, trademarks and computer 
software.  The Agency evaluated its assets and concluded it does not have any 
intangible assets to report.   
 
Loans to Property Owners – Loans to property owners represent loans for 
repairs to low-income owner- and tenant-occupied households throughout the City. 
These loans are to be repaid over an extended period of time; therefore, the vast 
majority of the year-end balance will not be repaid within the next year. 
 
Property Tax – Property taxes receivable are recorded in the fiscal year for which 
the tax is levied.  The County of San Joaquin (County) levies, bills and collects 
property taxes for the Agency.  Property taxes paid to the Agency by the County 
within 60 days after the end of the fiscal year are “available” and are, therefore, 
recognized as revenue.  
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1.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
Secured and unsecured property taxes are levied based on the assessed value as 
of January 1, the lien date, of the preceding fiscal year.  Secured property tax is 
levied on October 1 and due in two installments, on November 1 and February 1. 
Collection dates are December 10 and April 10, which are also the delinquent 
dates.  Unsecured property taxes are due on the March 1 lien date and become 
delinquent if unpaid on August 31.  Under the Teeter Plan, the County pays the 
Agency 100% of the tax that is levied.  The County assumes responsibility for 
collecting any delinquent amounts and retains penalties and interest for those 
amounts.  
 
The Agency’s property tax revenues include only incremental property taxes 
resulting from increased assessed values on property within the project area. 
 
Accrued Interest Payable – Accrued interest payable is the amount of interest 
incurred on Agency revenue bonds that has not been paid by the end of the fiscal 
year. 
 
Due to Other Governments – Due to other governments represents the amount 
of short term borrowing from the City to cover negative cash balances within 
Agency funds. 
 
Net Assets – In the government-wide financial statements, net assets are reported 
in one of three categories: 
 

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

 
 Restricted Net Assets – External creditors, grantors, contributions, or laws 

or regulations of other governments restrict this amount. 
 
 Unrestricted Net Assets – This category consists of all net assets that do not 

meet the definition of “invested in capital assets, net of related debt” or 
“restricted net assets”. 

 
Fund Balances 

 
Fund balances presented in the governmental fund financial statements represent 
the difference between assets and liabilities reported in a governmental fund.  
GASB Statement No. 54, Fund Balance Reporting and Governmental Fund Type  
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1.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
Definitions, establishes criteria for classifying fund balances into specifically 
defined classifications and clarifies definitions for governmental funds.  This new  
standard has not affected the total amount of reported fund balances but has 
substantially changed the categories and terminology used to describe their 
components.  As of June 30, 2009, the Agency categorized fund balances in the 
Balance Sheet as reserved and unreserved.  GASB Statement No. 54 requires that 
the fund balances be classified into categories based upon the type of restrictions 
imposed on the use of funds.  The Agency evaluated each of its funds at June 30, 
2010 and classified fund balances into the following five categories: 

 
 Nonspendable – Amounts that cannot be spent because they are (1) not in 

spendable form, such as prepaid items, inventories and long-term receivables for 
which the payment of proceeds are not restricted or committed with respect to 
the nature of the specific expenditures of that fund or (2) legally or contractually 
required to be maintained intact.  There are no such restrictions on the Agency’s 
fund balances. 
 

 Restricted – Amounts that are restricted by external parties such as creditors or 
imposed by grants, laws or regulations of other governments or imposed by law 
through constitutional provisions or enabling legislation.  The Agency has 
legislative restrictions on amounts collected for various redevelopment capital 
projects included in the various redevelopment project areas.  As a result, these 
restrictions have been classified as restricted for debt service reserve, housing 
projects/loans, and redevelopment projects. 
 

 Committed – Amounts that can only be used for specific purposes pursuant to 
constraints imposed by formal action by the entity’s “highest level of decision-
making authority”; which the Agency considers to be resolutions adopted by the 
Stockton City Council in its capacity as the Stockton Redevelopment Agency. 
This level of approval has been reported in the special revenue fund and capital 
projects funds in establishing the commitments for debt service, housing 
projects/loans, and redevelopment projects. 
   

 Assigned – Amounts that have been allocated by action of an official authorized 
by the Stockton Redevelopment Agency in which the Agency’s intent is to use 
the funds for a specific purpose.  The Agency considers this level of authority to 
be with the City of Stockton City Manager in his capacity as the Executive 
Director of the Stockton Redevelopment Agency, as designated by the Stockton 
Redevelopment Agency.  There are no such restrictions on the Agency’s fund 
balances. 



REDEVELOPMENT AGENCY OF 
THE CITY OF STOCKTON 
(A Component Unit of the City of Stockton) 
 
NOTES TO THE FINANCIAL STATEMENTS (Continued) 
FOR THE FISCAL YEAR ENDED JUNE 30, 2010 
  

 
32

1.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 

 Unassigned – Amounts that constitute the residual balances that have no 
restrictions placed upon them.  As restrictions exceed available resources at 
June 30, 2010, only deficit amounts are reported in the unassigned category.  

 
The Agency reduces restricted amounts first when expenditures are incurred for 
purposes for which both restricted and unrestricted (committed, assigned or 
unassigned) amounts are available.  The Agency reduced committed amounts 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. 
 
GASB Statement No. 54 also clarifies definitions for governmental fund types.  The 
Agency evaluated each of its funds at June 30, 2010 and provided additional 
information with respect to the purpose of each fund (see Note 1). For the Agency, 
this evaluation did not result in a reclassification of funds within the governmental 
fund types for the fiscal year ended June 30, 2010. 

 
Restricted and committed fund balances reported in the governmental funds 
balance sheet are authorized by the enabling legislation establishing the Stockton 
Redevelopment Agency in 1956 by the Stockton City Council, and California 
Health and Safety Code Section 33670 et. seq. which places limitations on 
property tax increment and other redevelopment agency resources to expenditures 
for preparing and executing plans for improvement, rehabilitation and 
redevelopment of blighted areas within the City of Stockton.  Committed amounts 
follow the guidance provided in GASB Statement No. 54. 
 
Budgets and Budgetary Accounting – The Agency does have a legal 
requirement for a budget and the budgets adopted by the Agency are either partial 
budgets, which is one year of a project-length budget, or are over the life of a 
project.  Unspent appropriations are carried forward for capital improvement 
projects in the respective funds. Other unexpended appropriations lapse at year-
end. 
 

Encumbrances – The Agency utilizes encumbrance accounting in its special 
revenue and capital project funds as a means of controlling expenditures. Under 
this method, governmental funds are encumbered when purchase orders, 
contracts and other commitments are signed or approved by authorized Agency 
officials.  Such outstanding commitments at year-end do not constitute 
expenditures or liabilities.   
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1.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
GASB Statement No. 54 provides additional guidance on the classification within 
the fund balances section of amounts that have been encumbered.  
Encumbrances of balances within the debt service special revenue and capital 
project funds are classified as either restricted or committed and are included 
within the debt service, housing projects/loans, and redevelopment projects 
categories.  The following encumbrances are not separately classified in the 
financial statements, and are summarized as follows: 
 
Redevelopment Agency Debt Service $         4,450 
South Stockton Redevelopment Project 67,950 
Midtown Redevelopment Project 33,261 
North Stockton Redevelopment Project 21,449 
Strong Neighborhoods (SNI) Initiative Project 654,372 
Waterfront Project 1,317,093 
Other Projects 36,399 
 

Use of Estimates – The preparation of the basic financial statements in conformity 
with accounting principles generally accepted in the United States of America 
requires management to make estimates and assumptions that affect certain 
reported amounts and disclosures. Accordingly, actual results could differ from 
those estimates. 
 

Comparative Data – The 2009 comparative data amounts are presented only to 
facilitate financial analysis.  These columns do not present information that reflects 
financial position or changes in financial position in accordance with generally 
accepted accounting principles. 
 

2. IMPLEMENTATION OF NEW GOVERNMENTAL ACCOUNTING STANDARDS  
    
Effective July 1, 2009, the Agency implemented the following new governmental 
accounting standards issued by the Governmental Accounting Standards Board 
(GASB):  

 
GASB Statement No. 51, Accounting and Financial Reporting for Intangible 
Assets. This statement establishes more specific guidance for accounting and 
financial reporting in the areas of recognition, initial measurement, and 
amortization of intangible assets. Intangible assets include, but are not limited to, 
water rights, easements, timber rights, patents, trademarks and computer 
software.  This statement does not have an effect on the financial statements.  
Refer to Note 4 – Capital Assets for more information.  
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2. IMPLEMENTATION OF NEW GOVERNMENTAL ACCOUNTING STANDARDS 
   (Continued) 

 
GASB Statement No. 53, Accounting and Financial Reporting for Derivative 
Instruments. This statement establishes accounting and financial reporting 
requirements for derivative instruments entered into by state and local 
governments.  Hedging derivative instruments, such as interest rate swaps, are 
used to reduce financial risks, such as offsetting increases in interest costs by 
offsetting changes in cash flows of the debt, the hedged item. This statement does 
not have an effect on the financial statements.   
 
GASB Statement No. 54, Fund Balance Reporting and Governmental Fund Type 
Definitions.  This statement establishes fund balance classifications that comprise 
a hierarchy based primarily on the extent to which a government is bound to 
observe constraints imposed upon the use of the resources reported in 
governmental funds.  GASB Statement No. 54 improves the financial reporting by 
providing fund balance categories and classifications that are more easily 
understood.  The reserved components of fund balance are eliminated and 
replaced with a restricted classification to enhance the consistency between 
information reported in the government-wide and the governmental fund financial 
statements to avoid confusion about the relationship between reserved fund 
balance and restricted net assets.  The fund balance disclosures seek to give 
users information necessary to understand the processes under which constraints 
are imposed upon the use of resources and how those constraints may be 
modified or eliminated.  The Agency report includes an early implementation of this 
statement. 

 
3. RESTRICTED INVESTMENTS 
 

Certain proceeds of revenue bonds are classified as restricted investments on the 
statement of net assets and balance sheet because their use is limited by 
applicable indentures or covenants.  These covenants provide that such funds, in 
the absence of specific statutory provisions governing the issuance of bonds, 
certificates, or leases, may be invested in accordance with the ordinances, 
resolutions or indentures specifying the types of investments its trustees or fiscal 
agents may make.  These ordinances, resolutions, and indentures are generally 
more restrictive than the Agency’s general investment policy.  In no instance have 
additional types of investments, not permitted by the Agency’s general investment 
policy, been authorized.  The major part of this restriction is for the construction or 
acquisition of facilities, but also includes reserves for payment of debt service as 
required by the bond indentures.   
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3. RESTRICTED INVESTMENTS (Continued) 
 
As of June 30, 2010, the Agency’s investments in U.S. Agencies and money 
market mutual funds were rated AAA by Standard and Poor’s, and Aaa by Moody’s 
Investors Service.  Guaranteed investment contracts (GICs) are not rated. 
Investments of bond proceeds permitted under bond covenants are included in the 
ratings above.  As permitted under bond covenants, GICs issued by Societe 
Generale total $2,692,963 representing 5.50% of total investments, and GICs 
issued by American International Group (AIG) total $5,126,893 representing 
10.46% of total investments. In both cases these investments are collateralized 
with federal securities, as required by bond covenants. 

 
 
A summary of investments by category and maturity as of June 30, 2010 is as follows: 

 

Investment Type  Fair Value  1 year or less  2-5 years 

 Greater
than

5 years 

U. S. Agencies 3,898,615$          -$                        3,898,615$        -$                      
Money market mutual funds 37,292,485          37,292,485         -                         -                        
Guaranteed investment
  contracts 7,819,856                                     -                          -           7,819,856 
    Total 49,010,956$       37,292,485$      3,898,615$       7,819,856$        

Allocation by percentage 100% 76% 8% 16%

Investment Maturities (in years)
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4. CAPITAL ASSETS 
 
Capital asset activity for the fiscal year ended June 30, 2010 follows: 

 

Balance Balance
Governmental activities: July 1, 2009 Acquisitions Dispositions June 30, 2010

Capital assets, not being depreciated:
   Land 11,950,609$       13,383$             (13,383)$            11,950,609$           
   Construction in progress 57,515,842        8,661,694         (13,254,201)      52,923,335             
Total capital assets, not being depreciated

69,466,451          8,675,077           (13,267,584)        64,873,944             

Capital assets, being depreciated:
   Improvements other than buildings 9,769,467          -                    -                    9,769,467               
   Machinery and equipment 159,191             -                    -                    159,191                  
   Infrastructure 5,761,978          -                    -                    5,761,978               
Total capital assets, being depreciated

15,690,636          -                      -                      15,690,636             

Less accumulated depreciation for:
   Improvements other than buildings (868,645)            (371,421)           -                    (1,240,066)              
   Machinery and equipment (66,810)              (18,101)             -                    (84,911)                   
   Infrastructure (365,661)            (115,240)           -                    (480,901)                 
Total accumulated depreciation

(1,301,116)           (504,762)             -                      (1,805,878)              
Total capital assets, being depreciated, net

14,389,520          (504,762)             -                      13,884,758             

Governmental activities capital assets, net 83,855,971$       8,170,315$        (13,267,584)$     78,758,702$           

      Governmental activities:
               General government  $       374,001 
               Public works           130,761 

                    Total depreciation expense – governmental activities 504,762$        

Depreciation expense was charged to functions of the Agency as follows:
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5. INTERFUND RECEIVABLES / PAYABLES, AND TRANSFERS 
 

Due to/from other funds:   
   

Receivable Fund Payable Fund Amount 
   

   
Midtown Redevelopment 
Project 
 
Waterfront 
Redevelopment Project 
 

Strong Neighborhoods Initiative 
Project 
 
Strong Neighborhoods Initiative 
Project 

 
$  3,471,935 

 
 

  1,942,239 
 

$  5,414,174 
 
Interfund receivables and payables represent temporary short term loans from the 
Agency’s Midtown Redevelopment and Waterfront Redevelopment Project funds to 
cover cash shortages in the Strong Neighborhoods Initiative Project fund. 
 
Loans from/to other funds:   
   

Receivable Fund Payable Fund Amount 
   

South Stockton Redevelopment 
  Project 

Waterfront 
Redevelopment Project 
  

 
$    2,332,675 
 

North Stockton Redevelopment  
  Project 

Waterfront 
Redevelopment Project 

            
      3,900,395 

   
  $    6,233,070 

 
The loan payable to the Agency’s South Stockton Redevelopment Project Fund 
represents a loan to provide funds for the Waterfront Redevelopment Project Fund. 
 A portion of the loan ($23,000) is non-interest bearing. The remainder of the loan 
($2,309,675) accumulates interest at the Eleventh District Cost of Funds rate.  As 
of June 30, 2010, accumulated interest totals $1,339,410.  Under the accrual basis 
of accounting, accrued interest payable is reported in the government-wide 
financial statements. In governmental funds using the modified accrual basis of 
accounting, interest expenditures are recognized when paid (refer to Note 1, 
Summary of Significant Accounting Policies, for additional information).  These 
loans plus interest, as applicable, are to be repaid to the South Stockton 
Redevelopment Project Fund from excess tax increment allocations as they 
become available.   
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5. INTERFUND RECEIVABLES / PAYABLES, AND TRANSFERS (Continued) 
 

The loans payable of $2,243,461 to the Agency’s North Stockton Redevelopment 
Project Fund represent a loan to provide funds for the Waterfront Redevelopment 
Project Fund. These loans are non-interest bearing and are to be repaid to the 
North Stockton Redevelopment Project Fund from excess tax increment 
allocations as they become available. 
 
The loans payable to the Agency’s North Stockton Redevelopment Project 
represent loans to the Waterfront Redevelopment Project Fund  for $500,000 to 
cover the Marina Complex operations start up costs and $1,156,934 for 
Brownfields areas pollution remediation clean up costs.  The $500,000 loan 
accrues interest at 2% annually and repayment will be made as funds become 
available after debt service on the California Department of Boating and 
Waterways (DBAW) loan has been made.  The $1,156,934 loan accrues interest at 
3% annually and repayment begins in fiscal year 2010-11 and is expected to be 
fully repaid no later than fiscal year 2014-15. 
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5. INTERFUND RECEIVABLES / PAYABLES, AND TRANSFERS (Continued) 
 

The following table summarizes the Agency’s transfers: 
  
 
 
 

Low/Mod Redevelopment South Stockton

Income Agency Redevelopment

Housing Loans Debt Service Project

Capital Projects Funds:
South Stockton Redevelopment

Project -$                     2,246,215$        -$                       
Midtown Redevelopment Project -                       1,762,684          -                         
North Stockton Redevelopment 

Project -                       1,797,604          -                         
Strong Neighborhoods Initiative 

Project 1,950,000        6,436,136          24,282               
Waterfront Redevelopment 

Project -                       2,109,127          -                         
Other Projects 4,459,000        2,061,169          -                         

        Total 6,409,000$      16,412,935$      24,282$             

North Stockton Waterfront

Redevelopment Redevelopment Other

Project Project Projects Total

Redevelopment Agency 
Debt Service Fund -$                     54$                    -$                   54$                    

Capital Projects Funds:
South Stockton Redevelopment 

Project -                       -                         1,638,248          3,884,463          
Midtown Redevelopment Project -                       -                         1,693,215          3,455,899          
North Stockton Redevelopment 

Project -                       -                         530,354             2,327,958          
Strong Neighborhoods Initiative 

Project 100,000           -                         -                         8,510,418          
  Waterfront Redevelopment Project

Project -                       -                         1,160,278          3,269,405          
Other Projects -                       -                         -                         6,520,169          

        Total 100,000$         54$                    5,022,095$        27,968,366$      

Transfers In (continued)
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The $6,409,000 transferred to the Low/Moderate Income Housing Loans Fund 
from the Low/Moderate Income Housing Capital Fund and Strong Neighborhoods 
Initiative Project Fund were for the construction of housing for eligible low-and-
moderate-income families. 
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5. INTERFUND RECEIVABLES / PAYABLES, AND TRANSFERS (Continued) 
 
The $16,412,935 transferred to the Redevelopment Agency Debt Service Fund 
from the South Stockton Redevelopment Project, Midtown Redevelopment Project, 
North Stockton Redevelopment Project, Waterfront  Redevelopment Project, and 
the Low/Moderate Income Housing Capital Project funds were made throughout 
the year to service debt.   

 
The total amount transferred includes $6,436,136 for the purchase of $7,010,000 
(par) in Strong Neighborhoods Initiative (SNI) bonds which were retired in fiscal 
year 2010, as discussed in Note 6.  

 
$3,260,639 was transferred to the Low/Moderate Income Housing Capital Projects 
Fund (Other Projects - Governmental) from the redevelopment project areas for 
the required 20% set-aside of tax increments received during fiscal year 2009-10. 
An additional $26,456 was transferred to the Low/Moderate Income Housing 
Capital Projects Fund (Other Projects – Nonmajor Governmental) from the 
Waterfront Redevelopment Project Fund for the required 30% set-aside of tax 
increments received for West End I during fiscal year 2009-10.  Funds in the 
amount of $1,735,000 were transferred into the RDA Administration Capital Fund 
(Other Projects - Governmental) to provide funding for capital projects 
administrative operations. 

 
6. LONG-TERM DEBT 
 

Loans from the City 
 

The following are descriptions of the loans received by the Agency from the City: 
 

The advance payable to the City’s General Fund represents a loan to the 
Agency to provide funds for the Waterfront ($727,956) Redevelopment 
Project Fund.  The Waterfront Redevelopment Fund loan is non-interest 
bearing.  The loan will be repaid to the City’s General Fund from tax 
increment allocations as they become available.  

 
 
 
 

$   727,956
 

The loan payable to the City’s Capital Improvement Fund represents loans 
to the Agency to provide funds for the Midtown ($1,000) and Waterfront 
($17,055,101) redevelopment project funds.  The Fox Theater renovation is 
recorded as an Agency capital asset, and the accumulated debt related to 
this capital asset is $5,509,066.  The loans are non-interest bearing and will 
be repaid to the City’s Capital Improvement Fund from tax increment 
allocations as they become available. 17,056,101
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6. LONG-TERM DEBT (Continued) 
 

The loan payable to the City’s Development Services Fund represents a fee 
deferral for a development project located in the Waterfront Redevelopment 
Project Fund. 196,950

 
The loan payable to the City’s Community Development Block Grant (CDBG) 
Programs Fund represents loans from the City to the Agency to provide 
funds for the Waterfront Redevelopment Project Fund. Accumulated interest, 
which totals $47,573,133 through June 30, 2010, will be recognized as 
expenditures when paid.  These loans, plus interest at 10%, are to be repaid 
from tax increment allocations as they become available. 4,685,574 
 
An additional loan payable to the City’s CDBG Programs Fund represents 
loans from the City to the Agency to provide funds for the South Stockton 
($7,157,759), Waterfront ($1,333,310), Midtown ($620,000) and North 
Stockton ($67,000) redevelopment project funds. Except for a portion of the 
Midtown Redevelopment Project Fund loan, all of the above loans are non-
interest bearing. Accumulated interest on $120,000 of the Midtown 
Redevelopment Project Fund loan calculated at 10% per annum totals 
$559,601 through June 30, 2010, and will be recognized as expenditures 
when paid. These loans are to be repaid to the City’s CDBG Programs Fund 
from tax increment allocations as they become available.   9,178,069 
 
The loan payable to the City’s Central Parking District Fund represents a 
loan from the City to the Agency for the purchase of the Council of 
Governments (Block 67), Cineplex, and Stockton Record properties for the 
Waterfront Redevelopment Project Fund.  The loan is non-interest bearing 
and is to be repaid to the City’s Central Parking District Fund from tax 
increment allocations as they become available.  

 
 
 
    

       
  

847,000 
 

The loan payable to the City’s Wastewater Utility Fund from the Agency is to 
provide funds for the Waterfront ($9,965) and Midtown ($43,748) Project 
Funds. Loans from the City’s Public Facilities Impact Fees Fund to the 
Agency are to provide funds for the Waterfront ($7,283) and Midtown 
($100,207) redevelopment project funds.  The Waterfront Redevelopment 
Project Fund loan represents a deferral of enterprise zone impact fees for the 
Cineplex project.  The Midtown Redevelopment Project Fund loan represents 
a deferral of enterprise zone impact fees for an office project.  The loans are 
non-interest bearing and are to be repaid to the City’s Wastewater Utility and 
Public Facilities Impact Fees funds from tax increment allocations as they 
become available after 55 years. 

 
 
 
 
 
 
 
 

 
 

161,203 
  

          Total loans from the City $   32,852,853 
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6. LONG-TERM DEBT (Continued) 
 

Loans Payable 
 

The following is a description of the loans payable: 
 

The Agency entered into a loan with the California Department of Boating 
and Waterways (DBAW) to complete a planning report of the anticipated 
development of a small craft harbor facility.  The loan amount is for a 
maximum of $280,000, of which the Agency had drawn down $275,361 as 
of June 30, 2010.  A principal payment of $29,330 was made on this loan 
during the fiscal year ended 2009-10, which reduced the total loan amount 
from $125,467 to $96,137. The Agency’s Waterfront Redevelopment Project 
Fund has budgeted $30,650 in the upcoming year to make the seventh of 
ten payments on this DBAW loan. Interest is calculated at 4.5% per annum 
and is paid in July each year.  The term of the agreement is for ten years, 
with repayments beginning on August 1, 2003. 
 
The Agency entered into a second loan with the California DBAW to 
construct a small craft harbor facility.  The loan amount is for a maximum of 
$13,300,000, of which the Agency has drawn $9,429,396 as of June 30, 
2010. 

 
 
 
 
 
 
 
 
 
 
 
 

   
$      9,525,533 

 
Settlement Obligation 

 

On September 30, 2003, The City of Stockton, upon Resolutions 03-0588 
and 03-0589, acquired the properties known as the Marina Towers through 
the eminent domain process. The properties were eventually rehabilitated 
and are currently part of the Banner Island Ballpark.   
 
Subsequent to these acquisitions, lawsuits were filed in the Superior Court 
of San Joaquin regarding the legality of the eminent domain process 
undertaken to acquire these properties. On June 8, 2010 the City entered 
into an all inclusive settlement of both cases. This settlement, passed by 
Resolution 10-0173, requires that payments of $312,500 per year be made 
to Marina Towers LLC. These payments will be made over the course of 
eight years for a total of $2,500,000.  
 
The first payment was made in June 2010.  The liability is being reported at 
the present value of the remaining in the Agency’s government-wide 
financial statements.  

 
 
 
 
 
 
 
 
 
 
 
 

  
$      1,801,707 
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6. LONG-TERM DEBT (Continued) 
 
Revenue Bonds Payable 

 

The following is a description of the revenue bonds: 
 

Revenue Bonds, 2004 Series (Stockton Event Center - Arena), were issued by the 
Agency for $47,000,000 on March 18, 2004. As of June 30, 2010, bonds totaling 
$46,320,000 are due in installments ranging from $335,000 to $4,035,000 through 
September 1, 2036.  The Bonds were issued to provide funds to finance a portion 
of the costs of an indoor arena consisting of approximately 220,000 square feet, 
including facilities for ice hockey, indoor football, indoor soccer, concerts and other 
events, with a seating capacity of approximately 10,000; to fund two years of 
capitalized interest on the Bonds; to fund a reserve account for the Bonds; and to 
pay certain costs incurred in connection with the issuance, sale and delivery of the 
Bonds. The Bonds have interest rates ranging from 2.50% to 5.0% and final 
maturity on September 1, 2036. The Bonds are special obligations of the Agency 
payable from revenues consisting primarily of Pledge Payments to be made by the 
Agency from certain tax increment revenues derived from the Agency’s 
Redevelopment Project Areas. The principal amount due is reported net of 
unamortized premium of $1,321,324.  Unamortized issuance costs of $1,105,246 
related to these bonds are reported as deferred charges. 

 
Revenue Bonds, 2006 Series A (Redevelopment Projects - Strong Neighborhoods 
Initiative), were issued in the amount of $75,755,000 on July 12, 2006 by the 
Stockton Public Financing Authority (SPFA). As of June 30, 2010, bonds totaling 
$68,745,000 are due in installments ranging from $310,000 to $4,790,000 and are 
to be paid from September 1, 2012 through September 1, 2037, with interest rates 
ranging from 5.0% to 5.25% on bonds outstanding. These payment dates exclude 
the September 1, 2021 installment which has been fully retired due to action taken 
on Council Resolution 10-0162, adopted in response to declining property tax 
increment. That resolution authorizes the purchase of up to $20,000,000 in 
outstanding bonds using remaining bond proceed project funds. As of June 30, 
2010 $7,010,000 in principal was purchased in the secondary markets and retired. 
This amount includes varying amounts spread over various maturity dates. 
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6. LONG-TERM DEBT (Continued)  
 

The Bonds were issued to fund a portion of three loans (collectively, the 
Redevelopment Loans) made pursuant to three loan agreements between the 
SPFA and the Agency, relating respectively to the Agency’s Midtown 
Redevelopment Project, North Stockton Redevelopment Project and South 
Stockton Redevelopment Project. The portion of each Redevelopment Loan 
allocable to the Series A Bonds will be used by the Agency to finance certain 
redevelopment projects within or of benefit to the Midtown, North Stockton, and 
South Stockton redevelopment project areas.  The principal amount due is 
reported net of unamortized premium of $2,072,730.  Unamortized issuance costs 
of $1,041,958 related to these bonds are reported as deferred charges. 

 
Taxable Revenue Bonds, 2006 Series B, (Redevelopment Projects), were issued 
in the amount of $8,445,000 on July 12, 2006 by the SPFA. As of June 30, 2010, 
bonds totaling $5,570,000 are due in installments ranging from $1,570,000 to 
$1,665,000 and are to be paid through September 1, 2013, with interest rates 
ranging from 6.04% to 6.10% on bonds outstanding. The Bonds were issued as 
part of the Strong Neighborhoods Initiative to fund a portion of the Redevelopment 
Loans made pursuant to the Redevelopment Agreements. The portion of each 
Redevelopment Loan allocable to the Series B Bonds will be used by the Agency 
to finance certain redevelopment projects within or of benefit to the Midtown, North 
Stockton, and South Stockton  redevelopment projects areas. The Bonds are 
obligations of the Agency payable from tax increment revenues from the Midtown, 
North Stockton, and South Stockton redevelopment project areas.  Unamortized 
issuance costs of $56,315 related to these bonds are reported as deferred 
charges. 
 
Taxable Revenue Bonds, 2006 Series C, (Housing Projects), were issued in the 
amount of $25,985,000 on July 12, 2006 by the SPFA. As of June 30, 2010, bonds 
totaling $25,220,000 are due in installments ranging from $420,000 to $1,720,000 
and are to be paid through September 1, 2037, with interest rates ranging from 
6.15% to 6.87% on bonds outstanding. The Bonds were issued as part of the 
Strong Neighborhoods Initiative to fund a loan (the Housing Loan) made pursuant 
to a loan agreement, dated July 1, 2006, by and among the SPFA, the Agency and 
the Trustee (the Housing Loan Agreement). The Housing Loan will be used by the 
Agency to finance certain low and moderate income housing projects throughout 
the City of Stockton. The Bonds are obligations of the Agency payable from the low 
and moderate income housing allocation. Unamortized issuance costs of $588,744 
related to these bonds are reported as deferred charges. 
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6. LONG-TERM DEBT (Continued) 
 
 Long-term liability activity for the year ended June 30, 2010 follows: 

Balance Balance Due Within
July 1, 2009 Additions Reductions June 30, 2010 One Year

Governmental activities:

Loans from the City:

General Fund 727,956$           -$                  -$                  727,956$           -$                  

Capital Improvement Fund 17,056,101        -                    -                    17,056,101        -                    

Development Services Fund 196,950             -                    -                    196,950             -                    

CDBG Programs Fund 14,463,643        -                    (600,000)           13,863,643        -                    

Central Parking District Fund 847,000             -                    -                    847,000             -                    

Wastewater Utility Fund 56,204              -                    (2,491)               53,713              -                    

Public Facilities Impact Fees Fund 109,310             -                    (1,820)               107,490             -                    

Total loans from the City 33,457,164        -                    (604,311)           32,852,853        -                    

Loans Payable:

Marina construction loan 7,235,212          2,194,184          -                    9,429,396          -                    

Marina planning loan 125,467             -                    (29,330)             96,137              30,650              

Total loans payable 7,360,679          2,194,184          (29,330)             9,525,533          30,650              

Revenue Bonds:

2004 Series (Stockton Event Center-Arena) 46,600,000        -                    (280,000)           46,320,000        335,000             

2006 Series A (Redevelopment Projects) 75,755,000        -                    (7,010,000)        68,745,000        -                    

2006 Series B (Redevelopment Projects) 7,050,000          -                    (1,480,000)        5,570,000          1,570,000          

2006 Series C (Housing Projects) 25,615,000        -                    (395,000)           25,220,000        420,000             

Add issuance premium - 2004 Series 1,371,820          -                    (50,496)             1,321,324          50,496              

Add issuance premium - 2006 Series 2,148,794          -                    (76,064)             2,072,730          76,064              

Total bonds payable 158,540,614      -                    (9,291,560)        149,249,054      2,451,560          

Accumulated Interest on 

 Advances from City:

CDBG Programs Fund 47,652,176        480,558             -                    48,132,734        -                    

Pollution remediation 998,750             23,332              (200,435)           821,647             -                    

Settlement obligation - Marina Towers -                    2,114,207          (312,500)           1,801,707          220,613             

Compensated absences   194,382             -                    (39,472)             154,910             82,179              

248,203,765$    4,812,281$        (10,477,608)$     242,538,438$    2,785,002$        
Total governmental activities -
  long-term liabilities
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6. LONG-TERM DEBT (Continued) 
 

Annual debt service requirements to maturity for the loans payable, revenue 
bonds, and settlement obligation follows: 
 

Year Ending
June 30, Principal Interest Principal Interest

2011 30,650$         4,326$           2,325,000$       7,670,124$        
2012 186,591         427,270        2,505,000        7,536,207          
2013 194,976         418,873        2,595,000        7,396,717          
2014 168,786         410,099        2,890,000        7,251,313          
2015 176,381         402,504        2,280,000        7,120,376          

2016-2020 1,008,353      1,886,073     17,640,000      33,375,671        
2021-2025 1,256,591      1,637,835     19,670,000      28,645,598        
2026-2030 1,565,941      1,328,485     29,780,000      22,207,928        
2031-2035 1,951,447      942,978        39,880,000      12,853,635        
2036-2040 2,431,858      462,567        26,290,000      2,010,049          
2041-2045 553,958         24,928          -                   -                    

  Total 9,525,533$    7,945,937$     145,855,000$    136,067,618$    

Year Ending
June 30, Principal Interest

2011 220,613$       91,887$          
2012 231,864         80,636            
2013 243,689         68,811            
2014 256,118         56,383            
2015 269,179         43,321            

2016-2020 580,244         44,756            

  Total 1,801,707$    385,794$        

Revenue BondsLoan Payable

Settlement Obligation

 
7. PLEDGED REVENUE 
 

The Agency has pledged a portion of future tax increment revenues to repay all 
revenue bonds.  The bonds are payable solely from tax increment revenues 
through September 2037.  For the year ended June 30, 2010, principal and interest 
paid was $17,413,880 and tax increment revenue recognized was $16,378,939.   
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8. RISK SERVICES 
 

The Agency is exposed to various risks of loss related to torts; theft of, damage to 
and destruction of assets; errors and omissions; and natural disasters for which the 
Agency is covered by the City’s self-insurance program which is accounted for in 
an internal service fund of the City. 
 
The City purchases commercial insurance for claims in excess of the self-insured 
coverage and for all other risks of loss for workers’ compensation in excess of 
$500,000; health claims in excess of $250,000; and general liability in excess of 
$1,000,000.   
 
Since 1986, the City has become a member of two joint powers authorities 
organized pursuant to the California Government Code for the purpose of pooling 
self-insured losses as described below: 
 
General Liability – The California Joint Powers Risk Management Authority 
(CJPRMA) is a public entity risk pool currently operating as a general liability risk 
management and insurance program for 22 member entities.  The City’s self-
insured retention (SIR) is $1,000,000.  Losses above the City’s SIR are pooled up 
to $5,000,000 per occurrence, with reinsurance in place above $5,000,000 and up 
to $40,000,000.  Specific coverage includes comprehensive and general 
automotive liability, personal injury, contractual liability, errors and omissions, 
physical automobile damage and certain other coverage.    

 
Workers’ Compensation Insurance – The City of Stockton has been self-funded for 
its Worker’s Compensation Program (Program) since 1979. The City’s self-insured 
retention is currently set at $500,000 per occurrence.  Losses above the City’s SIR 
are pooled up to $5,000,000 per occurrence.  Reinsurance is in place in layers 
above $5,000,000 up to $50,000,000, with an additional $150,000,000 in limits 
purchased by the Program, for a combined total of $200,000,000 per occurrence.  
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9. DEFICIT FUND BALANCES  
  

The Waterfront Redevelopment Project Fund has a deficit fund balance as of June 
30, 2010 in the amount of $14,233,170.  It is the intent of the Agency to fund this 
deficit from future property tax increments and operating revenues. 
 
The RDA Capital Administration Fund (Other Projects – Nonmajor Governmental) 
has a deficit fund balance as of June 30, 2010 in the amount of $60,741.  It is the 
intent of the Agency to fund this deficit from future property tax increments and 
operating revenues. 

 
  
10. COMMITMENTS AND CONTINGENCIES  
 

Pending Litigation - Various claims and legal actions are pending against the 
Agency, some of which have a reasonable possibility for an unfavorable outcome. 
These legal actions involve property, personal injury, and civil rights claims. FASB 
Accounting Standards Codification (ASC) 450, Contingencies (formerly Statement 
of Financial Accounting Standards Board No. 5) requires disclosure of pending 
litigation for which a contingency is reasonably possible and the amount is 
reasonably estimable.  Amounts for the above mentioned claims are not 
reasonably estimable at this time and, therefore, can not be determined.  
Management believes that ultimate disposition of these matters will not have a 
material adverse effect on the Agency’s financial position or results of operations.   

 
The City is self-insured and participates in two public entity risk pools.  Details of 
this are covered in Note 8, Risk Services. 
 
Pollution Remediation Obligations - During the year ended June 30, 2009, the 
Agency adopted GASB Statement No. 49, Accounting and Financial Reporting for 
Pollution Remediation Obligations.  GASB Statement No. 49 requires the Agency 
to report a pollution remediation liability upon the occurrence of an obligating 
event, such as being compelled by a regulatory agency or legal action to cleanup 
existing pollution. The liability is estimated based on the expected future cash flows 
technique (i.e., the sum of the probability-weighted amounts in a range of possible 
estimated amounts).  Only components of the liability (e.g., site assessment, site 
investigation, corrective measures feasibility study, remediation design, 
remediation operations and maintenance, and post-remediation monitoring) which 
can be reasonably estimated are included in the estimated liability.  Expected 
recoveries from insurers and other responsible parties reduce the estimated 
liability. 
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10. COMMITMENTS AND CONTINGENCIES (Continued) 
 
Actual pollution remediation costs may vary from the estimated liability for many 
reasons, including changes in pollution laws and regulations, technology used for 
the cleanup, the remediation plan or operating conditions, prices of products and 
services. 
 
The Agency has identified six sites along the Stockton channel that are designated 
“Brownfields” by the U.S. Environmental Protection Agency (EPA), with the goal of 
revitalizing contaminated properties that the Agency currently owns in the area 
near Stockton's downtown waterfront in the Waterfront Redevelopment Project 
Area.  The following are details of each of the six Agency-owned contaminated 
sites, including a description of the pollution, the obligating event requiring 
remediation action, estimable remediation costs components, and recoveries by 
responsible parties.  Details of the liabilities as of June 30, 2009 and June 30, 2010 
are also discussed.     
 
In order to provide clarification of the following discussion, the California Polanco 
Redevelopment Act (AB 3193, Chapter 1113, Statutes of 1990, Polanco), part of 
the Community Redevelopment Act, was enacted by the California legislature to 
assist redevelopment agencies in responding to brownfield properties in their 
redevelopment areas. It prescribes processes for redevelopment agencies to 
follow when cleaning up a hazardous substance release in a redevelopment 
project area. It also provides immunity from liability for redevelopment agencies 
and subsequent property purchasers for sites cleaned up under a cleanup plan 
approved by the State Department of Toxic Substances Control (DTSC) or a 
Regional Board.  

 
The following provides a discussion of the six identified brownfield sites of the 
Agency: 
 
Area 1 (Southpointe) – Soil and groundwater contamination has been identified in 
Area 1 associated with historic railroad lines and underground petroleum storage 
tanks and pipelines. The obligating events for this site stem from a Polanco 
agreement notice issued to the responsible party associated with the soil 
contamination, and the Agency’s encounter of groundwater contamination as part 
of the planned development of the site.  Estimable costs are for consultant, legal 
and City personnel costs for cleanup of the site.  Ongoing post-remediation 
monitoring costs are not reasonably estimable. The net pollution remediation 
liability of this site as of June 30, 2009 was $10,833, which included reasonably 
estimable recovery of costs by the responsible parties. The net liability of this site 
as of June 30, 2010 is $10,504. 
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10. COMMITMENTS AND CONTINGENCIES (Continued) 
 
Area 2A-Unocal – Soil and groundwater contamination has been identified in 
Area 2A-Unocal associated with total petroleum hydrocarbons, volatile and semi-
volatile organic compounds. The obligating event for this site stems from a 
Polanco agreement notice issued to the responsible party, currently in 
negotiation for settlement.  Estimable costs are for consultant, legal and City 
personnel costs for clean-up of the soil contamination, and pre-cleanup and 
investigative study of the site relative to the groundwater contamination.  Future 
groundwater cleanup and ongoing post-remediation monitoring costs are not 
reasonably estimable. The net pollution remediation liability of this site as of June 
30, 2009 was $231,250, which included reasonably estimable recovery of costs 
by the responsible party. The net liability of this site as of June 30, 2010 is 
$214,143. 
 
Area 2A-Morton/Alco – Groundwater contamination has been identified in Area 
2A-Morton/Alco associated with total petroleum hydrocarbons, volatile and semi-
volatile organic compounds. The Agency has entered into a Polanco agreement 
with the Regional Water Quality Control Board for remediation action.  Estimable 
costs are for consultant services and City personnel costs for pre-cleanup and 
investigative study of the site relative to the groundwater contamination.  Future 
groundwater cleanup and ongoing post-remediation monitoring costs are not 
reasonably estimable. The net pollution remediation liability of this site as of June 
30, 2009 was $536,667, which included reasonably estimable recovery of pre-
cleanup and investigative study costs by the responsible party. The net liability of 
this site as of June 30, 2010 is $516,309. 
 
Area 3, Area 4 and Area 24 – Soil and groundwater contamination has been 
identified in Area 3, Area 4 and Area 24 associated with total petroleum 
hydrocarbons and metals emanating from the French drains along the railroad 
spurs on the site. The Agency has entered into a voluntary cleanup agreement 
with the state Department of Toxic Substances Control (DTSC) for oversight of 
lead contamination on the property. A soil management plan was completed for 
lead and a deed restriction was placed on the property limiting it to commercial 
and industrial land uses.  A voluntary cleanup agreement has been completed 
with the Central Valley Regional Water Quality Control Board (CVRWQCB) 
related to petroleum contaminated soil and groundwater that emanated from the 
French drains.  The Agency is currently under discussions with the state DTSC 
and the CVRWQCB regarding the appropriate agency to enter into a Polanco 
agreement to access sub-surface conditions in Areas 3, 4, and 24.  
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10. COMMITMENTS AND CONTINGENCIES (Continued) 
 
Estimable costs include consultant, legal and City personnel costs for cleanup of 
the sites and for post-remediation/monitoring.  The net pollution remediation 
liability for Area 3 and Area 4 as of June 30, 2009 was $35,000 each, which 
included reasonably estimable recovery of post-remediation/monitoring costs by 
the responsible parties.  The net liability of Area 3 as of June 30, 2010 is 
($94,876) which included reasonably estimable recovery of costs by the 
responsible party and adjustments in the estimate during fiscal year 2010 for 
corrective measures, feasibility study and remediation design, offset by a revised 
estimate of the recovery by the responsible parties.  A net recovery is expected 
due to expenditures incurred by the City during fiscal year 2010.  The net liability 
for Area 4 at June 30, 2010 remains at $35,000. The net pollution remediation 
liability for Area 24 as of June 30, 2009 was $150,000, which included 
reasonably estimable recovery of costs by the responsible party. The net liability 
of this site as of June 30, 2010 is $140,567. 
 
During the year ended June 30, 2010, the Agency incurred $177,103 in related 
pollution remediation outlays and adjustments to future outlays and recoveries for 
the six polluted sites, resulting in a change in the pollution remediation liability 
from $998,750 at June 30, 2009 to $821,647 as of June 30, 2010 (net of 
estimated recoveries from insurers or other responsible parties).  

On July 24, 2009, the State Legislature passed Assembly Bill (AB) 26 4x, 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 is to be 
made over two years, $1.7 billion in fiscal year 2010 and $350 million in fiscal 
year 2011.  The California Redevelopment Association (CRA) filed a lawsuit on 
October 20, 2009 to invalidate AB 26 4x. The lawsuit asserts 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 asserts the transfer to 
SERAF is invalid on a number of other grounds, including impairment of contract 
and gift of public funds.  While the language in AB 26 4x tries to address the 
constitutional defects found by the Superior Court in last year’s lawsuit 
challenging AB 1389, the Agency, along with the CRA and other California 
redevelopment agencies, believe that AB 26 4x suffers from the same and
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10.  COMMITMENTS AND CONTINGENCIES (Continued) 

additional constitutional defects as existed in AB 1389. On August 30, 2010, CRA 
submitted its opening brief on appeal of a May 2010 Court decision which upheld 
the legality of AB 26 4x.  The first $1.7 billion payment was paid by 
redevelopment agencies to county auditors on May 10, 2010.  The Agency’s 
portion of the May 2010 payment was $9,173,935.  The appeal seeks repayment 
of those funds by the State and a prohibition of the second payment of $350 
million due in 2011.  The Agency’s portion of the 2011 payment is $1,888,751.  
CRA hopes the Court of Appeal will rule by May, 2011 before the next payments 
are due. 
 

11.  FUTURE GASB PRONOUNCEMENTS   
 
In December of 2009, the GASB issued Statement No. 57 OPEB Measurements 
by Agent Employers and Agent Multiple-Employer Plan.  The provisions of 
Statement No. 57 address issues related to the use of the alternative 
measurement method and the frequency and timing of measurements by 
employers that participate in agent-multiple other post employment benefit 
(OPEB) plans.  The requirements in this Statement will allow more agent 
employers to use the alternative measurement to produce actuarial base 
information for purposes of financial reporting, The provisions related to the 
frequency and timing of measurements are effective for actuarial valuations first 
used to report funded status information in OPEB plan financial statements for 
periods beginning after June 15, 2011. This standard will not have any effect on 
the Agency’s future financial statements.   
 
In December of 2009, the GASB issued Statement No. 58, Accounting and 
Financial Reporting for Chapter 9 Bankruptcies, which provides accounting and 
financial reporting guidance for governments that have petitioned for protection 
from creditors by filing bankruptcy under Chapter 9 of the United States 
Bankruptcy Code.  The requirements in this Statement will improve financial 
reporting by providing more consistent recognition, measurement, display, and 
disclosure guidance for governments that file for Chapter 9 bankruptcy.  In 
addition, these requirements will provide financial statement users with better 
information regarding the effect of bankruptcy upon governments that file for 
Chapter 9 petition.  This standard is effective for periods beginning after June 15, 
2009. This standard is not expected to effect the Agency’s future financial 
statements.   
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11. FUTURE GASB PRONOUNCEMENTS (Continued) 
 
In June of 2010, the GASB issued Statement No. 59 Financial Instruments 
Omnibus.  The provisions of Statement 59 update and improve existing 
standards regarding financial reporting and disclosure requirements of certain 
financial instruments and external investment pools which improve financial 
reporting by providing more complete information, by providing consistency of 
measurement, and by providing clarifications of existing standards. GASB No. 59 
is effective for periods beginning after June 15, 2010. This standard is not 
expected to have a material effect on the Agency’s future financial statements. 
 



 
 

 
 

 
 
 
 
 
 
 
 
 
 
 

 
 
 
 

COMBINING FINANCIAL STATEMENTS



REDEVELOPMENT AGENCY OF
THE CITY OF STOCKTON
(A Component Unit of the City of Stockton)

COMBINING BALANCE SHEET
NONMAJOR GOVERNMENTAL FUNDS
JUNE 30, 2010
(With comparative totals for June 30, 2009)

Low/Moderate
Income RDA
Housing Capital
Projects Administration 2010 2009

ASSETS

Cash and investments 2,650,637$   19,906$         2,670,543$    5,404,961$    
Receivables:

Tax increments -               -                -                43,737          
Interest 63,506         -                63,506          104,443         

Due from other funds -               -                -                1,874,452      
Other assets -               1                   1                   1                   

      Total assets 2,714,143$  19,907$        2,734,050$   7,427,594$    

LIABILITIES AND FUND
 BALANCES 

LIABILITIES:
Accounts payable 778$            77,312$         78,090$         33,712$         
Deposits and other liabilities -               3,336            3,336            3,336            

      Total liabilities 778              80,648          81,426          37,048          

FUND BALANCES:
Restricted:
    Housing projects/loans 2,713,365    -                2,713,365      7,325,264      
Committed:
    Housing projects/loans -               36,399          36,399          65,282          
Unassigned -               (97,140) (97,140)         -                

      Total fund balances (deficit) 2,713,365    (60,741)         2,652,624      7,390,546      

      Total liabilities and fund 
             balances (deficit) 2,714,143$  19,907$        2,734,050    7,427,594$    

Totals

Capital Projects
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REDEVELOPMENT AGENCY OF
THE CITY OF STOCKTON
(A Component Unit of the City of Stockton)

COMBINING STATEMENT OF REVENUES, EXPENDITURES
 AND CHANGES IN FUND BALANCES
NONMAJOR GOVERNMENTAL FUNDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2010
(With comparative totals for the year ended June 30, 2009)

Low/Moderate
Income RDA
Housing Capital
Projects Administration 2010 2009

REVENUES:
Incremental property taxes -$              -$              -$              1,086,660$    
Use of money and property 4,633            -                4,633            72,852          
Investment income:

Interest income 359,318        (33,462)         325,856         459,503         
Net decrease in fair value
  of investments -                (386,431)       (386,431)       281,670         
Miscellaneous 1,001            682               1,683            676               

      Total revenues 364,952        (419,211)       (54,259)         1,901,361      

EXPENDITURES:
Current:

 General government 636,511        -                636,511         622,789         
Capital outlay 599,640        1,699,134      2,298,774      2,830,151      

      Total expenditures 1,236,151     1,699,134      2,935,285      3,452,940      

DEFICIENCY OF REVENUES
 UNDER EXPENDITURES (871,199)       (2,118,345)    (2,989,544)    (1,551,579)    

OTHER FINANCING
 SOURCES (USES):

Transfers in 3,287,095     1,735,000      5,022,095      7,022,036      
Transfers out (6,520,169)    -                (6,520,169)    (6,508,176)    

      Total other financing
       sources (uses) (3,233,074)    1,735,000      (1,498,074)    513,860         

NET CHANGE IN FUND BALANCES (4,104,273)    (383,345)       (4,487,618)    (1,037,719)    

FUND BALANCES, BEGINNING OF YEAR 6,817,638     322,604         7,140,242      8,428,265      

FUND BALANCES, END OF YEAR 2,713,365$  (60,741)$      2,652,624$   7,390,546$    

Totals 

Capital Projects
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City Council 
City of Stockton, California 
 
 
INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL 

REPORTING AND ON COMPLIANCE AND OTHER MATTERS (INCLUDING THE 
PROVISIONS CONTAINED IN THE GUIDELINES FOR COMPLIANCE AUDITS 
OF CALIFORNIA REDEVELOPMENT AGENCIES) BASED ON AN AUDIT OF  

FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH  
GOVERNMENT AUDITING STANDARDS 

  
We have audited the financial statements of the governmental activities, each major 
fund, and the aggregate remaining fund information of the Redevelopment Agency of 
the City of Stockton (Agency), a component unit of the City of Stockton, California, as of 
and for the fiscal year ended June 30, 2010, which collectively comprise the Agency’s 
basic financial statements and have issued our report thereon dated December 24, 
2010.  Our report contained an explanatory paragraph describing the Agency’s 
implementation of a new governmental accounting standard. 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 opinion on the 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.  
 
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 entity’s financial 
statements will not be prevented, or detected and corrected on a timely basis.  
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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 identify any deficiencies in 
internal control over financial reporting that we consider to be material weaknesses, as 
defined above. 
 
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, and grant agreements, noncompliance 
with which could have a direct and material effect on the determination of financial 
statement amounts. Such provisions include those provisions of laws and regulations 
identified in the Guidelines for Compliance Audits of California Redevelopment 
Agencies issued by the State Controller’s Office, Division of Accounting and Reporting. 
However, providing an opinion on compliance with those provisions was not an 
objective of our audit, and accordingly, we do not express such an opinion.  The results 
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 the Agency's management, 
City Council, 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. 
 
 

 
 
Certified Public Accountants 
 
Sacramento, California 
December 24, 2010 
 
 
 


