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Maze a
ASSOCIATES

Memben of the Board of the
City of South San Francisco Redevelopment Agency
South San Francisco, Califomia

We have audited the accompanying basic component unit fmancial statements of the governmental

activities, each major fund, and the aggregate remaining firnd information ofthe city of South San Francisco

Redevelopment Agency (Agency), a component unit ofthe city of South San Francisco, as ofand for the

yeur ended lune 3b, Zot t, as listed in the Table of Contents. These component unit financial statements

are the responsibility of the Agency's management. our responsibility is to express an opinion on these

fmancial statements based on our audit.

We conducted our audit in accordance with generally accepted auditing standards in the United States of

America and the standards for financial audits contained tn Government Auditing Standards issued by the

Comptoller General of the United States of America. Those standards require that we plan and perform the

audit to obtain reasonable assurance as to whether the component unit financial statements ar€ free of material

misstatement. An audit includes examining on a test basis evidenc€ supporting the amounts and disclosures in

the component unit fmancial statements. An audit also includes assessing the accomting principles used and

significant estimates made by managemen! as well as evaluating.the overall financial statement presentation'

Wi believe that our audit provides a reasonable basis for our opinion'

In our opinion the component unit financial statements referred to above present failly in all material respects

the respective frnanciaiposition of the govemmental activities, each major funds, and the aggregale remaining

fund information of the Agency at June 30, 201 I and the results of its operations for the year then ended in

conformity with generally accepted accounting principles in the united States of America-

As disclosed in Note 13, the Slate of califomia adopted ABxl 26 on June 28' 2011, which suspends all new

redevelopment activities except for limited specified activities as of that date and dissolves redevelopment

ug"i"i"rif."tiu" october l, iott. rt" Stati simultaneously adopted ABxl 27 which allows rederrelopment

"E"i"i". 
tl avoid dissolution by opting into an "alternative voluntary redevelopment program" requiring

;;til substantial annual contriuutions to local schools and special districts- These conditions raise

,otst-rtiat doubt about the Agency's ability to continue as a going concem. However, ol August il' 2011,

tt 
" 

cunro-i" Supreme court issued a partial stay ofABxl 26 and a full stay ofABxl 27, but the partial stay

did not include the section of ABxl )6 that suspends all new redevelopment activities' As a result' the

accompanying financial statements have been prepared assuming that the Agency will continue as a going

concern. The frnancial statements do not include any adjustnents that might result from the outcome of tlis

uncertainty.

As of July l, 2010, the city adopted the provision of Govemmental Accounting Standards Board statement

Number !4 iCnSS S+), Fund ilalance Reporting and Govemmental Fund Type Definitions. As discussed

in Note lG io the frnancial statements, tie provisions of this statement affect the classification of fund

balances reported in the financial statements.

INDEPENDENT AT]DITOR'S REPORT

A Prclessional Corpotation
I

A C C O U N TA N C Y C O R PO RAT I O N
3478 Buskitk Ave. - Suite 215
Pleasant Hill, California 94523

(925) 930-0902 . FAX (925) 930-0135
m aze @ m a zea s soc i ate s, c o m

www m a zea s soc i ate s. com



In accordance with Goventment Auditing Standmds, we have also issued our report dated December 7,

201 1, on our consideration of the City of South San Francisco Redevelopment Agency's internal conhol
over financial reporting and on our tests of its complialce with certain provisions of laws, regulations,

contracts, and grant agreements and other matters. The purpose of that report is to describe the scope ofour
testing of intemal control over financial reporting and compliance and the results of that testing, and not to
provide an opinion on the intemal control over financial reporting or on compliance. That report is an

integral part of an audit performed in accordance with Government Auditing Standmds and should be

considered in assessing the results of our audit.

Management's Discussion and Analysis is supplementary infonnation required by the Govemment

Accounting Standards Board, but is not part of the basic component unit frnancial statements. We have

applied certain limited procedures to this information, principally inquiries of management regarding the

mithods of measurement and presentation of this information, but we did not audit this information and we

express no opinion on it.

Our audit was made for the purpose of forming an opinion on the basic financial statements taken as a

whole. The Supplemental Iniormation listed in the Table of Contents is presented for the purpose of

additional analysis urd is not a required pan of the basic financial statements. Such information has been

subjected to tire auditing procedures applied in the audit of the govemment-wide and irnd financial

stat-ements, and in our opinion is fairty itatea in all material respects in relation to the basic financial

statements taken as a whole.

\Aow * Metaafr'e
December 7, 201 I



CITY OF SOUTH SA}I FRANCISCO REDEVELOPMENT AGENCY
MANAGEMENT ATIDAIIALYSN

The discussion and analysis of the Redevelopment Agency of the City of South San Francisco
financial performance provides an overview of the Agency's financial activities for the fiscal year

ended June 30, 2011. Please read it in conjunction with accompanying basic financial statements.

Management's discussion and analysis is designed to (a) assist the reader in focusing on

sigrificant financial issues, (b) provide an overview of the Agency's financial activity' (c)

identi$ changes in the Agency's financial position (its ability to address the next and subsequent

year challenges), and (d) identi! individual fund issues or concems.

Since the Management's Discussion and Analysis (MD&A) is designed to focus on the current

year's activities, resulting changes and currently known facts, it should be read in conjunction

with the Agency's financial statements.

FINAI{CIAL IIIGHLIGHTS

overall, gross property tax increment declined $241,000 to a total of $37.2 million, a decrease of
0.6% from ZO-OS-10, ieflecting the continued effects of the recession and subsequent housing

market decline. Accordingly, transfers out to the Low Mod Housing Fund and pass-through

payments to other agencies were also slightly lower. In addition, the State of california balanced

itr t,ragrt in part by requiring payments from Redevelopment Agencies for the second year in a

.o*, tuLng $il.S million in 2009-10 and another $1.8 million from the South San Francisco RDA

in 2010-1 l.

The Agency firnded $2.2 million in capital improvement projects in 2010-11, including the 418

Linden Avenue Housing Developmen! city Building Improvements, and the RDA Area

Improvement Project. In addition, the Agency purchased property at 207 Grand Avenue, 217 -219

Grand Avenue, and 636 El Camino Real. The latkr is a 109-rmit, mixed-use residential and

commercial development (108 units are affordable to low- and moderate-income households)'

sponsored by Mid ieninsula Housing. The Agency also appropriated $10.0 million to assist the

tleveloper Gth construction: those fimds were transfened from the Agency to the new Public

Improvement Agreement Fund, where they will be expended in the form ofresidual receipt loans.

on March 2 and March g,2011, the city council and the Redevelopment Agency Board both

approved actions that resulted in a transfer of $67.7 million to a new Public Itnprovement

agree."nt Fund to facilitate the acquisition and completion of various improvement projects by

ttre City of South San Francisco. With that fiansfer of funds came a transfer of responsibility

from the Redevelopment Agency to the City of South San Francisco to complete these projects.

The projects inctuO^e $tZ.S million for Oak Avenue improvements, $9 million for the acquisition

or the former Ford Motors sites, $2.9 million for Miller Avenue Parking structure phases 1 & 2,

$2.5 million for Harbor District Improvements, and $18 million Oyster Point Irnprovements

related to a developer agreement with SKS Properties'



Along with the transfer of fiurcls and project responsibility, the City Cormcil and Redevelopment

Agency Board transferred 29 Agency-owned properties, located in or near the Downtown/Central,

El Camino Real, and Gateway Project Areas, to the City. This permits the City to implement the

Agency's long-tenn redevelopment projects and progmms, which are outlined in the Agency's

current Five-Year Implementation Plan, in concert with the City's responsibility to complete the

capital projects mentioned in the previous paragraph.

Also in March 2011, the city courcil and Redevelopment Agency Board forgave a loan from the

Agency to the Parking Disfict Fund that was undertaken to complete construction of the Miller

Avenue Parking Garage. The project was initiated in 2009-10 and completed in 2010-1 1, and the

garage opened to the public in February 201 l.

After the transfer of funds in March, and after meeting all of its operating and debt service

obligations, the Agency had $8.2 million in remaining bond firnds at year end to be used for capital

p.j;t".All find;have be€n allocated to capital projects, and are expected to be firlly drawn down

over the next year.

USING THIS ANNUAL REPORT

The primary focus of the report is on both the Agency as a whole (govemment-wide) and the

ma.io, iodiuid*l funds (programs). Both perspectives (govemment-wide and major fund) allow

the user to address relevant questions, broiden a basis for comparison, and enhance the Agency's

accountability.

Government-Wide Financial Statements

The Statement of Net Assets,which is similar to a Balance Sheet, reports all financial and capital

resources for the Agency. The statement is presented in the format where assets minus liabilities'

equals.Net Assets;, formerly known as equity. Assets.and liabilities are presented in order of

tiquidity, and are classified as "cunent" (convertible into cash within one year)' and 'Non-

current".

The focus of the Statement of Net Assets (the "Unrestricted Net Assets") is designed to represent

the net available liquid (non-capital) assets, net of liabilities, for the entire Agency' Net Assets

(formerly equity) are reported in three broad categories:

Net Assets' lnvested in Capital Assets, Net of Related Debt: This component of Net Assets

consists of all Capital Assets, reduced by the outstanding balances of any bonds' mortgages, notes

or other borrowings that are attributable to the acquisition, construction, or improvement of those

ass€ts.

Restricted Net Assets: This component ofNet Assets consists of resficted assets, when constraints

are placed on the asset by crediton (such as debt covenants), gantors, contributors, laws,

regulations, etc.



Unrestricted Net Assets: Consists of Net Assets that do not meet the definition of 'Net Assets

Invested in Capital Assets, Net ofRelated Debt", or "Restricted Net Assets".

Tlne Statement of Activities presents information showing how the govemment's net assets

changed during the most recent frscal year. All changes in net assets are reported as soon as the

underlying event giving rise 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 focus of the Statement of Activities is the "Change in Net Assets", which is similar to Net

Income or Loss.

Fund Financial Statements

The fund frnancial statements provide detailed information about the most sigrificant fimds.

Some funds are required to be established by State law and by bond covenants. However, the

Agency's Board establishes other firnds to help it control and manage money or meet legal

responsibilities for using certain taxes, grants and other money'

Govemmental funds are used to account for essentially the same frurctions reported as

governmental activities in the govemment-wide financial statements. However' unlike the

lovemment-wide financial statements, govemmental firnd frnancial statements focus on near-

ierm inllows and outllows of expendable resources, as well as on balances of expendable

resources available at the end ofthe fiscal year. Such information may be useful in evaluating a

goverffnent's near-term financing requirements.

Because the focus of govemmental funds is nanower than that of the govemment-wide financial

statements, it is usefirl to compare the information presented for govemmental firnds with sirnilar

information presented for govemmental activities in the govemment-wide financial statements.

By doing so, readen may better undentand the long-term impact of the govemment's near-term

frnancini decisions. goa the govemmental {hnd balance sheet and the govemmental firnd

statement of revenues, expenditures, and changes in fund balances provide a reconciliation to

facilitate this comparison.



Statement of Net Assets

The followine table reflects the condensed Statement ofNet Assets:

TABLE 1

NET ASSETS
June 30,2011

201 I 2010

Current and other assets

Capital assets

Total assets

Current and other liabilities
Long-term liabilities

Total liabilities

Net ass€ts:

Invested in caPital assets

Restricted

Unresnicted
Total net ass€ts

$ 72,595,438 $ 138,017,619

5,162,'102 M,O47,ll7
7'1,'75E,140 182,064;136

9,939,343 18,67324'l

70.85 t.000 '12,912,000

@
4,470,000

65,730,46E 32,647,'194
('73.232.671\ 57,831,695

@

cnrrent and other assets decreased $65.4 million from 2009-10 to s72.6 million in 2010-

11. This is due to the $67.7 million transfer of firnds out of the Merged Redevelopment

Fund to the new Public hnprovement Agreement Fund, as approved by the

R"dru"lop."ot Agency Board and the City Council in March 201l. The transfer of assets

will facilitate development activity that the City is now obligated to carry out'

capital assets decreased $39.1 million, leaving $4.9 million in the RDA. This is due to

thetmnsferofownershipof2gredevelopmentareapropertiestotheCity.Theremaining

"upia 
*r"o 

"o"sist 
primarily of propertr at 636 !l camino Real that was purchased with

funds from the Low Mod Housing Fund in 2010-l l '

Total liabilities decreased $10.8 million to $80.8 million. This is due primarily to the

a*ri* i" long term liabilities, as principal payments reduced debt obligations for the

2006Merged-RDAbonds,aloanfromtheU.S.DepartnentofHousing$It]D)'the
remainirrg"HousingSet-AsideBonds(partoftheAgenry,slgggRevenueBonds),the
1999 Ceiificates of participation ltfre SSf Conference Center project), and transfer of

property tax settlement liabilities to the City'



Change in Net Assets

Table 2 presents details on the change in Net Assets:

Beginning net assets

Redevelopment

Other
lnterest on long-term debt

Total expenses

Revenues:

Tax increment
lnterest and reDtal

Other
Total rev€nues

Transfer in from CitY

TraDsfer out to CitY
Ending net assets

TABLE 2
CHANGE IN I{ET ASSETS

20t0-ll

$ 90,479,489
(12,696,486)

(99,77E)

(3,568,276)
(16,364,540)

3'1 ,234,939
3,O40,784

508,741
40,784,464

40,420

$ 103,808,669

Q4,698,966)
(93,437)

(3,6,14,855)

QE,437,2s8)

37,416,145
3,569,059

12t.772
41,166,976

2009-10

(r'7,912.036L (26,058,89E)

$ (3.032.203) $ 90,479,489

Redevelopment expenses decreased dramatically due to a much lower payment to ttre county

Suppleme-ntal Education Revenue Augmentation Funds (SEREF). This State budget-balancing

action toot redevelopment funds totaling $8.5 million from the Agency in 2009-10, and another $l'8

million in 2010-11. 
-C*fo"riu 

voters approved Proposition 22 in November 2010 which would

prevent future such actions by tle State.

In addition, the Agency incurred some large project expenses in 2009-10, including the purchase

of three properti"r, th" n 
"ai"g 

of the Emergency operations center project, and the contribution

of funds towards improving the breakwater at the south San Francisco oyster Point Harbor,

neededforthecompletionoftheSouthSanFranciscoFerryTerminalproject'

Revenues decreased due to the decline in property tax increment while the decline in interest

rates resulted in a decrease in ilterest revenue by $0.5 million. The change in "other" reflects the

transfer of $62.7 million in tax increment to the new Public Improvement Agreem€nt Fund,

along with the transfer in ownership of29 Agency-owned properties to the city.



ANALYSIS OF THE AGENCY'S MAJOR F'UI{DS

Merged Project Redevelopment Capilal Project Fund

The Redevelopment Agency's @DA) project areas were fiscally merged during 2005-06, allowing
the Agency to tap into a larger tax base with which to sell bonds for redevelopment purposes. At
the end of2010-11, $8.2 million remained in bond fimds to be used. All firnds have been allocated
to capital projects, and are expected to be fully drawn down over the next two years. The Agency
finded $2.2 million in capital improvements in 2010-ll, including the 418 Linden Avenue
Housing Development, City Building Improvements, and the RDA Area Improvement Project. In
additiorL the Merged Redevelopment Project Area Fund purchased property at 207 Grand Avenue
and217-279 Ctrand, Avenue for a total of $1.9 million.

The Agency also transfened $11.2 million to the Parking District to cover the construction of the
Miller Avenue Parking Garage. This was initially a loan between the Merged Redevelopment
Project Area and the Parking District; that loan was forgiven by the Redevelopment Board and City
Council In March 201 1 .

Merged Redevelopment Project Area Debt Service Fund

= Activity in 20 I 0- I I was very similar to that in 2009- 1 0, as no new debt service obligations
were incurred. Fund balance reflects bond reserves on hand, as required by bond
covenants.

Low and Moderate Income Housing Capital Project Fund

This fimd holds the 20% in annual Redevelopment Agency (RDA) gross property tax increment
that must be set aside for low and moderate income housing needs. The find received $7.4 million
in such revenues, slightly lower than last year, as gross tax increment declined. In 2010-11, the
Low Mod Housing Fmd purchased property at 636 El camino Real for $4.5 million, and
transferred $4.1 million to the new Public Improvement Agreement Fund for a loan to Mid
Peninsula Housing to develop affordable housing at that same location.



CAPITAL ASSETS A}D DEBT ADMIIVSTRATION

Capital Assets

As ofyear end, the Agency had $5.2 million invested in a variety of capital assets as reflected in the
below Table 3, which reflects the transfer of ownenhip of 29 redwelopment area properties to the
city. The largest remaining capital asset is the property ar636Bl camino Real that was puchased
with fimds fiom the lnw Mod Housing Frmd in 2010-l I for $4.5 milIion

TABLE 3
CAPITAL ASSETS AT JT]NE 30,2OI1

(Net of Depreciation)

20tt 2010
Land
Buildingq & ImJtrovements

[.and Improvements
Infrastucture
Machinery & Equipment
Offic€ Equipment
Fumiture & Fixtures
Vehicles
Construction in progress

Less: Accumulated dqneciation

Total

$ 4,470,000 $ 40,004,095
- 4,024,426

94,946
234s2
21,506

123,792

12s,076
234s2
21,506

r23,792
645,425 360.341

(2t6,4t9) (635,s71)

s 5,162,702 I44,U7,1t7



Debt Outstanding

The following table outlines outstanding debt. As of year-end the Agency h^d $72.2 million in
debt outstanding compared to $74.1 million in the prior year-end reflecting principal payments
made on the 2006 RDA bonds and the following other long-term obligations:

TABLE 4
OUTSTANDING DEBT AT J['I{E 30,2011

20ll 2010

TaxAllocstion Bonds Series B 1999 (tlousing) 1,95,000 J-120,W

Certificates ofParticipation 1999 (Confercnce C€nted 4,610,m0 4,765,m

Califomia Heahh Facilities Financing
(CHFFA) REvcoue Bonds 1989

2006 Revenue Bonds
$0 so

64J30,000 6s,910,m0

1,166,000 l,nE m0

' gA23l,w ' g74,ar3,w

HUD Section 108 Loan 2000

Total

FINAIICIAL CONTACT

Questions about this report or rcquests for additional financial infonnation should be directed to
the City of South San Francisco Finance Department, P.O. Box 7ll, South San Francisco, CA
94083, phone (650) 877- 8513.

10



CITY OF SOUTH SAIY FRANCISCO REDEVELOPMENT AGENCT

STAITMENT OF NET ASSETS ANI)
STATEMENT OFACTTWIIES

The Statement of Net Assets reports the difference between the Agency's total assets and the Agency's total
liabilities, including all the Agency's capital assets and all its long{enn debt. The Statement ofNet Assets focuses
the reader on the cornpos'tion ofthe Agency's net assetq by zubtracting total liabilities fiom total assets.

The Statement of Net Assets summarizes the financial position of all the Agency's Govemmental Activities in a
single column.

The Statement of Activities reports increases and decreases in the Agency's net assets. It is also prepared on the full
accnral basis, which means it includes all the Agency's revenues and all its expenses, regardless of when cash
changes hands. This differs from the "modified accrual" basis used in the Fund financial statements. which reflect
only cur€nt ass€ts, surrent liabilities, available revenues and measurable expenditures.

The Statement of Activities pres€nts the Agency's expenses that are listed by program first. hogram revenueg-
that is, revenues which are generated directly by these programs-are then deducted fiom program expenses to
arrive at the net expense of each program. The Agency's general revenues are then listed and the Change in Net
Assets is computed and rcconciled with the Statement ofNet Assets.

ll



CITY OF SOUTH SAN FRANCISCO REDEVEIOPMENT AGENCY
STATEMENT OF NET ASSETS

JInrE 30. 20ll

Governmentsl
Activities

ASSElS
Cash and investuents (Note 2)
Receivables:

Accormts
Acrrued interest
Loans

Advance to the City (Note 3)
Reshicted cash and invesmenrs (Note 2)
Land held for redevelopment
Capital assets (Note 5):

Nondepreciable
Depreciable, net of accumulated depreciation

Total assets

LIABILITIES
Current liabilities:

Accomts payable

Deposits

Uneamed revenue
Other payable

Interest payable

Current portion oflong-temr debt (Not€ 6)
Noncnrent portion of pollution remediation
Noncurent portion oflong-term debt (Note 6)

Total liabilities

NET ASSETS (Note lF)
Invested in capital assets, net ofrelat€d debt
Restricted for:

Low and moderat€ income housing
Capital projects
Debt s€rvic€

Total resticted net assets

Unr€sficted

Total net assets

See accompanying notes to financial statements

s32,946,E67

594r3
303,539

6,742,153
14,690,839
t5,952,627

I,900,000

5,115,425
47,277

77,758,140

6,734,212

27,555
50,000
s32O3

1,157,373
r,917,000

537,000
70J 14,000

80,790,343

4,470,000

37,359,857
22,970,132

5,400,4't9

65,730,468

Q3232,67r)

t2



CITY OF SOUIE SAN TRINCIS'CO NDDEVEII)PMHIT ACDNCY
STA1IMENT OF ACTIVIIIESI

noR TmYE R Et{DEn JITI|E 30,201r

Eqeorcs:
Redewlofcd
Otbcr
Incc*mlogamdeht

Total @coses

Garralrwm:
Tq allocdim incrtoent
btcr€st ed rrotal
(bargc br scrvicec
Ob€r

Total gmal revenues

TnnsfosiafimCity
Tresftr (ou) to City

Chngo in NGt Assc8

NctAsscF@iming

Net a$Gas-EtrdiDg

Govenucrtrl

$14696,485
99,nt

3568275

16364,540

37234939
3,W,1U

565
508,176

n,7u,64

N,4m
0ngn,Ba

(935rr,6n)

n,n9.4t9

Sec accompoying notos to finamial smcmem

l3
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I FUNDTINANCIALSTATTMENTS

All Agency Funds were determined to be Major Funds in fiscal 2011. They are described below:

The MERGED REDEVELOPMENT PROJECT AREA CAPIIAL PROJECTS FttflD - This tund accormts
for property tax increment t€venues used for capital projects connected with the Gateway, Downtown, Shearwater
and El Camino project areas.

The LOW AllD MODERATE INCOME HOUSING CAPIIAL PROJECTS FIIND - This fund accounts for
the 20% share of property tax increment revenue directed toward low and moderate income housing projects.

The MERGED REDEVELOPMENT PROJECT AXEA DEBT SERVICE FIIND - This tund accounts for
principal and interest associated with the 1999 Revenue Bondg 1997 Dovmtown Tax Allocation Bonds.2007A Tax
Allocation Bonds, and 1999 Certificates ofParticipation.

The REDEVELOPMENT DEBT SERVICE FUIID - This tund accounts for debt repayments for the 1999
revenue bonds, 197 Downtown Tax Allocation Bonds, 2007A Tax Allocations Bonds, and 1999 Certificates of
Participation.

l5



CITY OF SOUTH SAI\ FRANCISCO REDEVEI.OPMENT AGENCY
GOVER-I{MENTAL T'UNDS

BALANCE SIIEET
JrJhtE 30.2011

ASSETS
Cash and investnents
Receivables:

Accoutrts
Accrued interest
Loans

Advance to lhe City
Restricted cash and invesheDts
I:nd held for redevelopnent

Total Assets

LIABILITIES
Ac.counts payable

Deposits
Deferred revenue
Other payable

Total Liabilities

FUND BAI,ANCES:
Restricted for:

Low and moderate income housing
Redevelopment activities
Debt servic€

Total Fund Balances

Total Liabilities and Fund Balances

6,783,809 81,161

37,3s9,8s7
22,97O,t32

22,970,132 37,3s9,Es7

Merged
Redevelopment

Project Area

$4,982,681

50,413

166,229
I,651,536

14,690,E39
8212,243

Lo lltod
Income

Housing Fund

s27,962,924

9,m0
137,310

5,090,617

2,341,167

1,900,000

Redevelopment
Debf

Scrvice Funds

Totd
Governmental

Funds

sr 262

s,399217

s32,946,867

594t3
303,539

6,742,153
t4,690,839
15,952,627

1,900,000

$5,400,479

s,4ooA19

$6,734,212
?7 {S5

50,000
53,203

6,864,970

37,359,857

22,970,132
5,400,479

65,730,468

_nels3gll_ ___q:7,44.191!_ __$5,t99122_ _$72.se!A3!_

See accompanying notes to financial stat€ments

__s2el8241_ ___q244191!_ ____$:49912_ __s72;2!A33_

$6,730,106
500

s3,203

s4,106
27,05s
50,000

t6



CITY OF SOUIE SA}I FRANCISCO REDEVEIOPMENT AGENCY
G.OVERNMENTAL FUNDS

BAI,ANCE SIIEET . RE|CONCILIATION OF GOVERNMENTAL
TIJND BAI,ATICES TO NET ASSETS OF G.OVERTIMENTAL ACTTVTTIES

JUNE 30. 201r

Toral Fund Bslanccs rpporl€d on thc govcrure al fimds balance sheet

Amouts reportcd for GoverDmental Activiti6 itl thc Stalement of
Nst Asscb aI€ diffcrcnt Aom thos€ reported io the Govemmental Funds abovc because ofthe following:

CAPITAL ASSETS

Capital ass€ts us€d in Gov€rtrmental Activiti€s are not current ass€ts

or finaDcial rrsourcls 8nd theroforc arc not reported in the Govemmental Futrds.

ACCRUAL OF NON-CURRENT REVENTJES AND EXPENSES

Rcvcnucs wtich arc defcned on thc Fuod Balanci Sheets b€causc thcy arc not available curently

are taken into rev€nuc io the Ststcment ofActivitics.

htere.st Pa]"ble

LONG.TERM ASSETS AND LIABILITIES
The asscts and liabilities belor ' 8rc not duc atrd payable in thc cuE€nt pcriod and thercfore

ar€ not rcported it the Funds:

Pollution rsncdialion
lrng-tcrn d€bt

NET ASSETS OF GOVERNMENTAL ACTIWIIES

See accompatrying Dotes to fDalcial stalemenB

$65,730,,168

5,162,702

(1,r5?,373)

(537,000)
(72,23 l ,ooo)
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CITY OF SOUTH SAN TRINCISCO REDEVEIOPMDNT AGENCY
G.oVERNMEMAL FI'NDS

STATEMENT OF RDVENI''ES, EXPENDITURES
AND CIIANGES IN FT'ND BAI./UI{CETI
FOR TIIE YE^R ENDEI' JIJNE :!I'. 2OI I

REVENI'ES:
Tsx allocation inarhcnt
Int r€s] dd rlobl
Inta{EovrrnDatrl
ChrrB6 for scrvic.s
Odtcrs

Tobl Rcvcnuca

EOENDITI'RES:
Ec.nomic udCor trunity Dcvalopmcnt

Nooic?artDsfial
Cspital ouddy
Hl scrvica:

Prbcipl r*irtocnt
Intt&$ lnd fscal cIDrSEi

Totel Ee.rditurls

D(CESS (DmCTENCY) OF REVENITES

OVER EOENDITI,'RES

ollIER TINANCING SOTJRCES (USES)

Trarsfcf! in(Not 4)
Trensfcr! (out) (Not 4)
Trar|sfcrs in to6 City
Tnnsf.r (out) lo City fs capitrl olltlsy
T|snsfcI (out) to City for Public lrnprovc|trrnt Fund (Note 12)

Tr&sfcr (out) to City for Pa*ing Disfrict Fund (Note 3)

Totslothcrftr cing soutrcs (us6)

C}IANGE IN FIJND MI-ANCES

Furd bolanc., Juty I

Futd balance tuic 30

CAPITAI PROJDCTS FT'IIDS
M.ry.d lrvlMod

Rcda"alopDcrt hco[a
Proj..aAr.r HouilgFurd

s37 234,939
t961,623 $t16,015

1,5@

506576

397l,,f3 E46,1l5 227,146

R.dcvclopicrt
D.bt Scrvicc

Fupd

t?27,t6

Tod
Govar!Da!trl

Fordr

14,166,015

,51t
2,r68,44

31,333

367,103

4,4&300
s20s

I,t42,000
3,51;1,659

5,408,8d1

(5,r&Jlr)

5,176,950

137234,939
3,W,7U

1,500

506.$76

40,7A4,464

l4J33,l l8
99:t1t

6,&9,7@

1,842,000

3,5y2,992

,7r7 5s2

14,066,t t2

12,623937
(12,623,937")

40l2o
(235,081)

(57 ,705,459)
Qt 22t,t70)

(p,t2t2m')

(65,054;478)

r30,784945

$65,730,,168

t6.4603t5 4,t1t,403

232s0.&t (1,0@288)

(t2345,627)
40,4m

(23s,0$)
(63,604,(X6)
(l l22l,l?0)

7 A46987
(278,310)

(4,10u13)

(8?,365J04) 3,06726/. 5,176150

(64,114,6t6) (93s,O24) (4J6t)

87,084,818 38294,tt1 ___5,4O52n_

l24n0,rl2 J37359,t57 $5,,100,479

Scc @Fnying notas to lhc finsncisl staLir.n8,

1E



CITY OF SOUTH SAN FRANCISCO REDEVEI.OPMENT AGENCT
Rcco[cilittiotr ofthc

NET CEANGE IN FT'ND BALANCES - TOTAL GOVERNMENTAL FTTNDS

witt tbc
STATEMENT OF ACTIVTIIES

FOR TEE YEAR ENDED JI]NE 30. 2OII

The schedulc below reconciles thc Nct Chaogcs in Futrd Balances r€port€d on thc Govemmental Fuods Statqrcnt
of Revenucq Expcttditures alld Chsogcs in Fu[d Balancg which measules only changcs ia current ass€ts atd c'ulrent
liabilities on the modilicd acarual basis, with the Changc in Net Ass€ts ofcovcmmental Activitics rcportcd in the
Stalcment ofAcliviticq which is pr€pared oD the firll accrual basis.

NET CIIANGE IN FUND BAI-ANCES - TOTAL GOVERNMENIAL FUNDS

Arnounts report€d for govcmmcDtal activitics in the Statcmcnt ofAc{ivities
are different bcc{use ofrhc following:

CAPTIAL ASSETS TRANSACTIONS

Governmcntal Funds rcport capitsl outlays as expeoditurcs- Howcv€r,
itr the Stalemeot ofActivities the cost ofthos€ asscts is capitslized ad a.llocated ovcr
their cstinatcd uscful lives and roported as dq>reciation expcnse.

Deprcciatior expcnsc is dcducted fiom the firnd balance

Capital sssets additiotr

Loss on retirsmcnt

Trursfcf, ofcapitEl assets to City

ACCRUAL OF NON-CURRENT ITEMS

Thc amoutlts below bcludod in thc Statem€nt ofActivities do not providc or (requirc) the use of
cure financial resouces and thereforc arc not reportcd as rcv€nue or cxpctrditurcs in
govcrnmcatal fimds (nct change):

Accrued insuralc.€ losses

Intc.rst cxpenses

LONG.TEW DEBT PAYMEN'IS

R€paym€nt of dcbt principal is added back to fund balance

TO ADruST TA)GS REFUND PAYABLE
Govcmmeotal funds r€poded tansfers out to City as orher fnancilg uses. Howcver,

this expcnsc was already rEported in pdorycar cntity-widc lcvcl staiems s.

CTIANGE IN NET ASSETS OF COVERNMENTAL ASTIVTNES

Se€ accompatrying notes to fin@cial statqnents

($65,054,4?8)

(103,025)

8,456,120
(tt,299)

(47 ,226,Etr)

144,000

24,716

1,842,000

8,416,485

($93,511,692)

l9
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CITY OF SOT]'TH SAN FRANCISCO REDEVELOPMENT AGENCY
Notes to Basic ComDonent Unit Financial Statements

NOTf, T - SIGNINCAIYT ACCOT]NTING POIICIES

A. Descriplion of The City of South San Francisco Redevelopmcnt Ageng) and Redevelopment Plan -
The City of South San Francisco Redevelopment Agency (Agency) was established in l98l under the
provisions ofthe Community Redevelopment l,aw (California Health and Safety Code), for clearance and
rehabilitation ofareas determined to be in a declining condition in the City of South San Francisco.

The Agency is authorized to finance the Redevelopment Plan from various sources, including assistance
from the City, the State and federal governrnent, property tax increments, interest income and the
issuance of Agency notes and bonds. Management and administrative support services are provided by
the City. The City Manager serves as the Executive Director, the City Economic and Community
Development Director as the Assistant Director and Secretary, and the City Finance Director as the
Finance Officer ofthe Agency.

The Agency is an integral part of the City of South San Francisco and, accordingly, the accompanying
financial statements are included as a component ofthe basic financial statements prepared by the City. A
component unit is a separate govemmental unit, agency or nonprofit corporation which, when combined
with all other component units, constitutes the reporting entity as defined in the City's basic financial
statements.

The Agency is engaged in the redevelopment ofsix areas described below:

The Shearwater Redevelopmenl Project (Shearwater) consists of a privately owned land parcel,

formerly owned and operated by U.S. Steel. The Property is currently under development.

The Galeway Redevelopmenl Project (Galeway) consists of privately owned land parcels. The largest
property owner, Hines Development Company, has undertaken a large scale, phased development over a

multi-year period provided in the amended and restated Owner Panicipation and Development
Agreement dated August 20, 1992 between the Agency and Homart Development Company, the previous

land owner (the Homart Agreement).

The Downtown Center Redevelopment Project (Downtown) consists of various land parcels in the

downtown area and in other commercial and industrial areas within the City, which are primarily located

east ofthe Bayshore Freeway (U.S. l0l). The Board has undertaken plans to upgrade these areas and to
encourage better land use tkough public improvements.

T\e Downlown Added Project (Downlown Added) consists primarily of the marina area. The Board is
currently planning this area.

T\e El Camino Corridor Redevelopment Project (El Camino) consists primarily of undeveloped and

under developed parcels along the central arterial street west of U.S. 101. This are4 which is bisected by
a creek and railroad tracks, is being developed in conjunction with the recent Bay Area Rapid Transit
(BART) railway extension to the San Francisco Intemational Airport.

The EI Camino Added Prcjecl (EI Camino Added) consists primarily of privately owned parcels with
plans for future upgrading.
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CITY OF SOUTH SAN FRANCISCO REDEVELOPMENT AGENCY
Notes to Basic Comoonent Unit Financial Statements

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOI,JNT POLICIES

In fiscal year 2006, the Agency amended the existing six Redevelopment Plans in order to fiscally merge
tle six project areas into one. The merger allows the Agency to unite financial resources and facilitate its
efforts to better implement its Redevelopment Program in order to alleviate blight and adverse conditions
in the four project areas. Each of the six project areas will continue to be governed by its own
Redevelopment Plan with its respective set of redevelopment goals, and time and other fiscal limits.
However, the merger allows the Agency to combine tax increment collection and outstanding
indebtedness limits ofthe existing project areas.

B. Basis of Presentation - The Agency's Component Unit Financial Statements are prepared in conformity
with accounting principles generally accepted in the United States of America. The Govemment
Accounting Standards Board is the acknowledged standard sefting body for establishing accounting and

financial reporting standards followed by govemmental entities in the U.S.A.

These Statements require that the financial statements described below be presented.

Government-n'ifu Statements: The Statement of Net Assets and the Statement of Activities include the

financial activities of the overall Agency govemment. Eliminations have been made to minimize the

double counting of intemal activities.

The Statement of Activities presents a comparison between direct expenses and program revenues for
each function of the Agency's govemmental activities. Direct expenses are those that are specifically
associated with a program or function and, therefore, are clearly identifiable to a particular function.
Program revenues include (a) charges paid by the recipients of goods or services offered by the programs,

(b) grants and contributions that are restricted to meeting the operational needs of a particular program

and (c) fees, grants and contributions that are restricted to frnancing the acquisition or construction of
capital assets. Revenues that are not classified as program revenues, including all taxes, are presented as

general revenues-

Fund Financial Statements: The fund hnancial statements provide information about the Agency.

Separate statements for each govemmental fund are presented. The emphasis of fund financial statements

is on major individual funds, each of which is displayed in a separate column. All remaining
govemmental funds are aggregated and reported as nonmajor funds.

C. Major Funds - Major funds are defined as funds that have either assets, liabilities, revenues or
expenditures/expenses equal to ten percent of their fund-type total and five percent of the grand total-
The Agency may also select other funds it believes should be presented as major funds. The Agency
reported all of its govemmental funds in the accompanying frnancial statements as major funds:

Merged Redevelopment Project Area Capital Projects Fund- This fund accounts for property tax
increment revenues used for capital projects connected with the Gateway, Downtown, Shearwater and El
Camino project areas.

Low And Moderate Income Ilousing Capital Projects Fund - This fund accounts for the 200lo share of
property tax increment revenue directed toward low and moderate income housing projects.
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CITY OF SOUTE SAN FRANCISCO REDI,VELOPMENT AGENCY
Notes to Basic Component Unit Financial Statements

NOTE 1 - SIJMMARY OF SIGNIFICANT ACCOTJNT POLICIES

Redevelopment Debt Service Funds - In fiscal year 2011, the City combined the Merged Redevelopment
Project Area and the Redevelopment Agency Low Mod Housing funds for presentation purposes. The

Merged Redevelopment Project Area accounts for principal and intercst associated with the 1999 Revenue

Bonds, 1997 Downtown Tax Allocation Bonds, 2007A Tax Allocation Bonds, and 1999 Certificates of
Participation. The Redevelopment Agency l,ow Mod Housing accounts for debt repaymens for the 1999

revenue bonds.

D Basis of Accoanting - The govemment-wide hnancial statements are reported using the economic
resources measurement focus and the full accrual basis of accounting. Revenues are recorded when

earned utd expenses are recorded at the time liabilities are incurred, regardless of when the related cash

flows take place.

Govemmental funds are reported using the current fnancial resources measurement focus and the

modifed accnnl basis of accounting. Under this method, revenues are recognized whet measurable and
ovailable. The Agency considers all revenues reported in the governmental firnds to be available if the

revenues are collected within sixty days after year-end. Expenditures are recorded when the related fund

Iiability is incurred, except for principal and interest on general long-term debt, claims and judgnents,

and compensated absences, which are recognized as expenditures to the extent they have matured.

General capital asset acquisitions are reported as expendilures in govemmental funds. Proceeds of
general long-term debt and acquisitions under capital leases are reported as other fnancing sources.

Non-exchange hansactions, in which the Agency gives or receives value without directly receiving or
giving equal value in exchange, include property taxes, grants, entitlem€nts, and donations. On an

accrual basis, revenue from property taxes is recognized in the fiscal year for which the taxes are levied.

Revenue from grants, entitlements, and donations is recognized in the fiscal year in which all eligibility
requirements have been satisfied.

Other revenues susceptible to accrual include interest and charges for services.

Under the terms of grant agreements, the Agency may fund certain programs with a combination of cost-

reimbursement grants, categorical block grants, and unrestricted redevelopment revenues. Thus, both

restricted and unrestricted net assets are available to finance program expenditures. The Agency's policy
is to first apply restricted grant resources to such programs, followed by unrestricted redevelopment

revenues if necessary.

E. Capital Assets - All capital assets are valued at historical cost or estimated historical cost if actual

historical cost is not available. Contributed fixed assets are valued at their estimated fair market value on

the date contributed. Capital assets excluding infiastructure are capitalized if costs exceed $5,000. The

similar threshold for infrastruchre is $ 100,000.

Major outlays for capital assets and irnprovernents are capitalized as projects are constructed. lnterest

incurred during the construction phase is reflected in the capitalized value ofthe asset constructed, net of
interest eamed on the invested proceeds over the same period. The capitalization level is $20,000 for
vehicles, and $i00,000 for all else, including all other equipment that is not a vehicle.

The Agency record all its public domain (infrastructure) capital assets, which include roads, bridges,

curbs and gutters, streets and sidewalks and drainage systems Infiastructure assets are transferred to the

City upon completion as the City will maintain them and they are excluded fiom the Agency's furancial
statements and included in the Citv's financial statements-



CITY OF SOUTH SAN FRANCISCO REDEVELOPMENT AGENCY
Notes to Basic ComDonent Unit Financial Statements

NOTT I - ST]MMARY OF SIGIIIFICANT ACCOI,]NT POLICIES

All capital assets with limited useful lives are depreciated over their estimated useful lives. Depreciation
is not provided under this approach, but all expenditures on these assets are expensed unless they are

additions or improvements.

The purpose of depreciation is to spread the cost of capital assets equitably among all users over the life
of these assets. The amount charged to depreciation expense each year represents that yefi's pro rata

share ofthe cost of capital assets.

Depreciation of all capital assets is charged as an expense against operations each year and the total

amount of depreciation taken over the years, called accumulated depreciation, is reported on the balance

sheet as a reduction in the book value of capital assets.

Depreciation is provided using the straight line method which means the cost of the asset is divided by its

expected useful life in years and the result is charged to expense each year until the asset is fully
depreciated. The Agency has assigned the useful lives listed below to capital assets.

Buildings 50 Years

Clean Water Facilities and Transmission Lines 40 yean

I-and Improvements 30 Years

Infiashucture 2040 Years

Machinery and EquiPment 5-20 Yean

Fumiture andFixtures 12 yean

F. Net Assets - Net Assets, is measured on the full accrual basis, to the concept ofFund Balance, which is

measured on the modified accrual basis.

Net Assets is the excess of all the Agency's assets over all its liabilities, regardless of fund. Net Assets

are divided into three captions under GASB Statement 34. These captions apply only to Net Assets,

which is determined only at the Govemment-wide level, and are described below:

Invested in Capital Assets, net ofrelated deDr describes the portion ofNet Assets which is represented by the

cgrrent net book value of the Agency's capital asses, less the outstanding balance of any debt issued to

finance these assets.

Restricted descibf'js the portion of Net Assets which is restricted as to use by the terms and conditions of
agreements with outside padies, govemrnental regulations, lawg or other restrictions which the Agency

cannot rmilaterally alter. These principally include resources received for debt service requirements;

redevelopment funds restricted to low and moderate income purposes.

Ilnrestricted descitr'ls the portion ofNet Assets which is not restricted as to use.
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CITY OF SOUTH SAII FRANCISCO REDEVELOPMENT AGENCY
Notes to Basic ComDonent Unit Financial Statements

NOTE 1- STJMMARY OF SIGNIFICANT ACCOT]NT POLICMS

Fund Balance- Governrnental fund balances represent the net current assets of each fimd. Net current
assets generally represent a fund's cash and receivables, less its liabilities.

The Agency's fund balances are classified in accordance with Govemmental Accounting Standards

Board Statement Number 54 (GASB 54), Fund Balance Reporting and Governmental Fund Type

Defnitions, which requires the Agency to classifr its fund balances based on spending constraints

imposed on the use of resources. For progmms with multiple funding sources, the Agency prioritizes
and expends funds in the following order: Restricted, Committed, Assigned, and Unassigned. Each

category in the following hierarchy is ranked according to the degree ofspending constraint:

Nonspendables represents balances set aside to indicate items do not represent available, spendable

resources even though they are a component of assets. Fund balances required to be maintained intact,

such as Permanent Funds, and assets not expected to be converted to cash, such as prepaids, notes

receivable, and land held for redevelopment are included. However, if proceeds realized fiom the sale or
collection of nonspendable assets are resficted, committed or assigne4 then Nonspendable amounts are

required to be presented as a component of the applicable category.

Restricted fund balances have extemal restrictions imposed by creditors, grantors, contributors, laws,

regulations, or enabling legislation which requires the resources to be used only for a specific purpose.

Encumbrances and nonspendable amounts subject to restrictions are included along with spendable

resources.

Committed fund balances have constraints imposed by formal action of the Agency Board which may be

altered only by formal action of the Agency Board. Encumbrances and nonspendable amounts subject to

council commitments are included along with spendable resources.

Assigned fitndbalances are amounts constrained by the Agency 's intent to be used for a specific purpose,

but are neither restricted nor committed. Intent is expressed by the Agency Board or its designee and may

be changed at the discretion ofthe Agency Board or its designee. This category includes encumbrances;

Nonspendables, when it is the Agency 's intent to use proceeds or collections for a specific purpose, and

residual fund balances, if any, of Special Revenue, Capital Projects and Debt Service Funds which have

not been restricted or committed.

Unassigned firnd balance represents residual amounts that have not been restricted, committed, or
assigned. This includes the residual general fund balance and residual fund deficits, if any, of other

governmental lirnds.

Budgets and Budgdary Accounting - Prior to June l, the City Manager submits to the City Council a

proposed operating and capital budget for the upcoming fiscal year. The proposed budget includes a

summary of proposed expenditures and forecasted revenues of the Agency's governmental funds. The City
Council adopts the budget by June 30 through passage ofan adopted resolution.

The Agency Executive Director may transfer appropriations fiom one program, activity, or object to
another within the same fund. However, transfers of appropriations which increase total fund

appropriations must be approved by the Agency Board. All unexpended appropriations lapse at the end of
the fiscal year.
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CITY OF SOUTH SAN FRANCISCO REDEVELOPMENT AGENCY
Notes to Basic Comnonent Unit Financial Statements

I. SIJMMARY OF SIGI\IFICA,I\IT ACCOIjNT POLICIES

I Properly Tax Increm.ent - All property taxes are levied and collected by the County Auditor of the County

of San Mateo and paid to the various taxing entities including the Agency- Secured taxes are due on

November I and February I and become delinquent on Dec€mber l0 and April 10, respectively. Unsecured

taxes are due on July I and become delinquent on August 31. The lien date for secured and unsecured

property taxes is January I of the preceding fiscal year. Property tax increment revenues include only
property taxes resulting fiom increased assessed values and are recognized in the hscal year for which the

taxes have been levied, provided they become available and measurable within the cunent period or soon

enough thereafter to be used to pay liabilities ofthe current period.

NOTE 2. CASH AND INVESTMf,NTS

Agency cash not held by the Trustee is included in a Citywide cash and investment pool. The City's cash is

fully collateralized with securities held by an agent of the pledging furancial institution in the City's name.

The Agency's goal is to invest at the maximum yield, consistent with safety and liquidity, while

individual funds can process payments for expenditures at any time. The Agency's investments are

carried at fair value, as required by generally accepted accounting principles. The Agency adjusts the

carrying value of its investments to reflect their fair value at each fiscal year end, and it includes the

effects ofthese adjustments in income for that fiscal year.

A- Classifuotion

Cash and investments as ofJune 30, 2011 are classified in the frrancial statements as shown below, based

on whetler or not their use is restricted under the terms ofAgency debt instruments or Agency agreements.

Financial Statement Presentation:
Statement of net assets:

Cash and investments available for operations

Restricted cash and investments

Total cash and investments

$32,946,867
15,952,627

s48,899,494

26



CITY OF SOUTH SA}I FRANCISCO R.EDEVELOPMENT AGENCY
Notes to Basic ComDonent Urit Financial Statements

NOTE 2. CASHA}ID INVESTMENTS

B. Investmenb Aulhorized $t Debt Agreements

The Agency must maintain required amounts ofcash and invesbnents with trustees or fiscal agents under
the tenns ofcertain debt issues. These funds are unexpended bond proceeds or are pledged as reserves to
be used if the Agency fails to meet its obligations under tlese debt issues. The Califomia Govemment
Code requires these firnds to be invested in accordance with Agency ordinance, bond indentures or State
statute. The table below identifies the investment lpes that are authorized for investrnents held by fiscal
agents. The table also identifies certain provisions ofthese debt agreements:

ll4rimum
Mnimum ll4rximuft
Credt Percent g.

Authorizcd Int sbnent T\Dc MNtu.itv Qudity ofPorfolio

U.S. Treasury Obligations

U.S. Agency Securities

Bankels Acceptances

Conrrrrcial Paper

Statc and lrcal InvestrEnt Pool

Grarantecd InvcstIIEnt Cortracts
(tuty coUaterdlircd) (A)

Muricbal Obligations

Statc Obligations

N/A

360days

270 days

N/A

N/A

WA

N/A

Highest

Raling

Category

Highest

Rating

Category

Highest

Rating

Category

Highesl
Rating

Catcgory

No Urdt
No limit

No Limit

No timit

No Limit

No hmit

No Ulnit

Two Highest
Ratirg No limit

Calcgories

(A) Guarante.ed Investment Contracts must be fully collateralized with U.S. Treasury Obligations or U.S.
Agency Obligations.

27



CITY OF SOUTH SAN FRANCISCO REDEVELOPMENT AGENCY
Notes to Basic ComDonent Unit Finrncial Statements

NOTE 2 - CASH AND INVESTMENTS

Inlerest Rate Risk

Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value ofan
investnent. Normally, the longer the maturity of an investment, the greater the sensitivity of its fair
value to changes in market interest rates. One of the ways that the Agency manages its exposure to
interest rate risk is by purchasing a combination of shorter term and longer term investrnents and by
timing cash flows fiom maturities so tlrat a portion of the portfolio is maturing or coming close to
maturity evenly over time as necessary to provide the cash flow and liquidity needed for operations.

Remaining maturiry

Money Market Frmds

Collateralized Invesunent Agreements

Califomia Asset Management Pool

U.S. Agency Securities:

Non-callable

City of South San Francisco Treasury (A)

Total Cash and Investnents

Less than

I y€ar

s6,M9,729

407,963

3,033,28r

35,5tt,27 |

$45,402,244

s6,449,729

3,497,250

40'1,963

3,033,281

35,51|,27 |

s48,899,494

More than

Five Years Total

$3,497,250

$3,497,250

(A) The Agency participates in the City of South San Francisco Cash and lnvestments pool, detail of
which is presented in the City's Comprehensive Annual Financial Report.

The Agency is a voluntary participant in the Local Agency lnvestment Fund (LAIF) that is regulated
by Califomia Govemment Code Section 16429 under the oversight of the Treasurer of the State of
califomia. The Agency reports its investment in LAIF at the fair value amount provided by LAIF,
which is the same as the value of the pool share. The balance is available for withdrawal on demand,
and is based on the accounting records maintained by LAIF, which are recorded on an amortiz€d cosl
basis. Included in LAIF's investment portfolio are collateralized mortgage obligations, mortgage-
backed securities, other asset-backed securities, Ioans to certain state funds, and floating rate
securities issued by federal agencies, govemment-sponsored enterprises, United States Treasury Notes
and Bills, and corporations- A! June 30, 201 l, these investments have an average maturity of 237
days
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CITY OF SOUTH SAN FRANCISCO REDEVf,LOPMENT AGENCY
Notes to Basic Component Unit Financial Statements

NOTE 2 - CASH AND II{IIESTMENTS (Continued)

Credit Rkk

Credit risk is the risk that an issuer of an investment will not fulfill its obligation to the holder of the
investment. This is measured by the assignment of a rating by a nationally recognized statistical
rating organization. Presented below is the actual rating as of June 30, 201 I for each ofthe Agency's
investment types as provided by Standard and Poor's investment rating system:

D,

AAA rated:

Money Markel Funds

Federal Home Loan Mortgage Corporation

Not rated:

Collateralized Investment Agreements

California Asset Management Pool
City of South San Francisco Treasury (A)

Total Cash and Investnents

$6,449,'129

3,033,281

3,497,250

40'1 ,963
35,5n,27|

$48,899,494

F.

(A) The Agency participates in the City of South San Francisco Cash and Investments pool, detail of
which is presented in the City's Comprehensive Annual Financial Reporl.

U,S, Credit Downgrade

on August 5, 201l, Standard & Poor's Ratings Services (S&p) lowered its long{erm credit rating on
the United States of America from AAA to AA+. At the same time, S&p affirmed it's A_l+ shon_
term rating on the United States of America.

On August 8, 201 l, S&P Iowered its issuer credit ratings and related issue ratings on ten of twelve
Federal Home Loan Banks (FHLBs) and the senior debt issued by the FHLB Syitem from AAA to
AA+. S&P also lowered the ratings on tle senior debt issued by the Federal Farm Credit Banks
(FFCB) from AAA to AA+, and lowered the senior issue ratings on Fannie Mae (FNMA) sn6 pr.66i.
Mac (FHLMC) from AAA to AA+. The A subordinated debt rating and the C rating on the preferred
stock ofthese entities remained unchanged. As ofJune 30,201l, the Agency's investment in FHLMC
was $3,033,281.

Concentration of Credit Risk

The Agency's investment policy contains no limitations on the amount that can be invested in any one
issuer beyond that stipulated by the california Govemment code. Investments in any one issuer,
other than U. S. Treasury securities, mutual funds, and external investment pools, that represent 5oZ or
more oftotal Entity-wide investments, are as follows at June 30. 201l:

E.

Investmcnt

Type

Federal Home Loan Mortgage Corporation
AIG Match Funding Corporation

Federal agency securities
lnvestrnent agreement

$3,033,281
3,497,250
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CITY OF SOUTH SAN FRANCISCO REDEVELOPMENT AGENCY
Notes to Basic ComDonent Unit Financial Statements

NOTE 3 -ADVANCES WITH TEE CITY OF SOUTE SAN FRANCISCO

As of June 30,2011, the City Oyster Point Improvements Impact Fund owed the Merged
Redevelopment Project Area Capital Projects Fund for developer fees for the Flyover and Hookramps
Projects that were completed in prior years in the amount of $12,734,101. The advance bears 4.585%
interest annually and the outstanding balance will be paid off from the future developer fees.

The City Sewer Enterprise Fund owed the Merged Redevelopment Project Area Capital Projects Fund
for development ofsewer infrastructures in the amount of$1,956,738. The advance bears 4.80lo interest
and the outstanding balance will be paid offfrom future sewer fees.

At the beginning of fiscal 2011, the City Parking District Enterprise Fund owed the Merged
Redevelopment Project Area Capital Projects Fund in the amount of $4,470,000. In March 201I the
Agency made required findings in accordance with Health and Safety Code Sections 33445 to allow for
the forgiveness of the outstanding balance of the advance from the Redevelopment Project Area
Capital Projects Fund to the City Parking District Enterprise Fund. The Agency Board decided that an
investment in the downtown parking structure was a good use of redevelopment funds, and that the
redevelopment of downtown would be much furthered by the use of Agency funds. Therefore the
advance was forsiven.

NOTf,, 4 _ INTER-FTJIID TRANSACTIONS

Transfers between funds during the fiscal year ended June 30, 201I were as follows:

Traosfar Out: Tnnsfcr in: AMOUNT:

Rcd.vclopEcDa AgeDcy Crpit l
Prcj.c( Futrds:

Merged Redevelopment Capital Projects Fund

Lovl\,lod lncome Housing Capital Projects Fund

I-owlv{od Income Housing Capital Projcct Fund
Redevelopment Debt Service Funds

Redevelopment Debt Service Funds

s7,446,987
4,898,640

2?8,310 (B)

__w6rs93l_

(A)
(B)

Total

The rcasoDs for thes€ hansfers are set forth below:

(A)
(B)

Set aside 207" ofproperty tax increment for l-ow and Moderate Housing Capital project Fund.
For debt service
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CITY OF SOUTH SAN FRANCISCO REDEVELOPMENT AGENCY
Not€s to Basic Component Unit Financial Stalements

NOTE 5_CAPITALASSETS

Changes in the Capital Assets consisted ofthe following:

Govar!DG!aal rctivilics
Capital assds Dot being d@.eciatcd:

lrnd
Consfuction in Prcgress

Totd capitsl asscts not

b€ing dcprEcialed

Capiial assds beinS dcprcciated:

Buildings and Imf'rovern€nts

Machin€ry snd F4uipment

Office E4uipm.nt

Fumituc and Fixturcs

V$icles
Total capital asscts

being depreciatcd

l,6s accumulated dcprEciation for:

Buildin8s and Inproven€nts

Land knprovcmcnts

Infiaslructurr

Machindy and Equipment

Ofrica Equipmffrt

Fumiture and Fixtur€s

Vehiclcs

Tolal accumulat.d d€prEciation

Net capital sss€ts

b6ing depr.ciated

GovGrtrmcrtd .ctivity
crpitrl rss.ts, trct

4,024,426 225,1s6

t25,O',t6

23,452

21,506

(42,tst,167) 5,115,425

(4,t7 |,990)

94,946

23,452

2l,506

Balance

June 30, 2010

$40,004,095

Transfels Retiremcnts to City Jtmc 30,2011

($42,8s8,r67)$6,09s,662 $1,22t,410
360,34! 2,t35,902 (1,650,61E)

40,364336 t,231,s64 (622,408)

s4,470,000

u5,425

02loE

t23,792

4.3182s2 22s.t56 622.408 (30,80)

(420,411) (t2,935)

123,792

(4,871,990)

503,346

(r05,t?3)
(23,4s2')

(16,023)

(3,104)

(1,2r 8)

l t,83 r (n,446)
(23,452)

(17,241\

(r5280)(69,E12) (1s.468)

(635,57r) (t03,025) t6,E3t Ql6,4t9)

122,13t 622A08 (11,299) (4,368,644) 47277

w,u1,tt? $8,353,69s ($11299) (S4?,226,8r l) 55,162,.t02

Depreciation expense has been allocated to the Redevelopment activity on the statement ofactivities.

In March 201I, the Agency made required frndings in accordance with Health and Safety Code Sections 33430
and 33432 to allow the conveyanc€ of twenty-five parcels that had been recorded as capital assets with a book
value of$47,498,349 to the City.
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CITY OF SOUTH SA}I FRANCISCO REDEVELOPMENT AGENCY
Notes to Basic Comoonent Unit Financial Statements

NOTE 6. LONG-TERM OBLIGATIONS

A summary ofgovernrnental activities long-term debt changes for the fiscal year ended June 30, 201l, follows:

Authorizcd Priocipd
end Outst Ddirg

Principrl
Outstrnditrg Cuficdt

Typc ofObligrtiod Jun.30, 2010 R.tircmcnts Jup. 30, 20ll Portiotr

2006 Revenue Bonds, 3 .7 5 to 5.t3yo, lc9lll35 (A) $70,6?5,000 $65,910,000 $1,380,000 $64,530,000 31,135,000
2000 HUD Seaion 108, 4.4 to 6.6%, due 8/1/23 (B) 1,750,000 1,278,000 I12,000 1,166,000 I12,000
1999 Revenue Bonds, 3.3 to 5.0%, due 9/l/18 (C) 31,720,000 2,120,000 195,000 1,925,000 205,000
1999 Certificares ofPanicipation, 3.2 to 5.O2,

due 4/1129 (D) 6,145,000 4,?65,000 155,000 4,610,000 165,000

Total Redevelopment Agenry _!!!-q,re!.,!q9_ ___!21!2u00_ ____l!!l?J9!_ _!t4L!q9_ ___!1gL!q9_

(A) On April 19,2006, the Agency issued $70,675,000 of Tax Allocation Revenue Bonds, Series 2fl)6A to
advance refund and defease $9,920,000 of the 1997 Downtown Tax Allocation Bonds and S23,860,000 ofthe
1999 Revenue Bonds, and to finance various redevelopment projects. Net proceeds of $9,364,974 and
$3,753,130 plus an additional $801,925 and $20,039,830 from the 1997 and 1999 bonds were used to puchase
U.S. govenrment securities for the 1997 Downtown Tax Allocation Bonds and 1999 Revenue Bonds,
respectively. Those securities were deposited in irrevocable trust with al escrow agent to provide for all future
debt sewice pa).ments. The 199'7 and 1999 bonds are considered to be defeased and the liabilities for those
bonds have been removed. As of June 30,2011, $8,535,000 and $17,035,000 of principal remained
outstanding on the defeased 1997 and 1999 bonds, respectively. Interest on the 2006 Bonds is payable on each
March I and September l.

The 2006 Bonds are special obligation of the Redevelopment Agency payable solely from and secured by a
pledge of tax revenues generated within the project area. Interest on the 2006A Bonds is payable on each March
1 and September 1. Principal pa),ments are due each September l. The pledge of future tax revenue ends upon
repayment ofthe $112,147,279 in remaining debt service on the bonds which is scheduled to occur in 2036. As
disclosed in the originating offering documents, projected net revenues are expected to provide coverage over
debt service of 3.41 over the life of the bonds. For fiscal year 201 l, the merged Redevelopment Project Area
Capital Project Fund tax increment revenue of $37,234,939; less $7,446,987 of 20% selaside, amounted to
529,787,952 which represented coverage of 3.9 over the $7.7 million in debt service.

@) In May 2000, the City and Redevelopment Agency secured a "Contract for Loan Guarante€ Assistance under
Section 108 of the Housing and Community Development Act of 1974, in the aggregate principal amount of
$1,750,000 (the 2000 IIUD Section 108 I-oan). The proceeds of the HUD Section 108 l,oan were used to
ftnance the acquisition of real property (and related relocation), rehabilitation of rental housing and the
rehabilitation of a public facility, pursuant to 24 CFR Statute 570.703(a), (d), ft) and O.

Under the Contract, the City and the Redevelopment Agenry pledge: (a) all allocations or grants under Section
106 of Title I, or Section 108 (q) of Title I; (b) program income, as defined at 24 CFR Section 570.500 (a); (c) tax
increment revenues and receipts available to the Redevelopment Agency; (d) all proceeds from foregoing; and (e)
all funds or investrnents in accounts established bv the Contract.



CITY OF SOUTH SAII FRANCISCO REDEVELOPMENT AGENCY
Notes to Basic Component Unit Financial Statements

NOTE 6 - LONG-TERM OBLIGATIONS

(C) On February I, 1999, the City of South San Francisco Capital Improvements Financing Authority (CIFA)
issued $31,720,000 of 1999 Revenue Bonds to finance tax allocation bonds ofthe Redevelopment Agency. The
1999 revenue bonds are obligations of the CIFA although the Redevelopment Agency is required to make bond
principal and interest payments fiom the Gateway increment tax and housing set-aside revenues. The 1999
Revenue Bonds are, in substance, obligations ofthe Redevelopment Agency, and have therefore been recorded as
such in these filancial statements. On April June 30,2011, the Housing Set-Aside's portion of tle bonds
outstanding was $ l,925,000.

The 1999 Revenue Bonds were issued to provide funds to pay loans (I{omart Development), to finance
redevelopment activities and to refund the 1993 Gateway tax allocation bonds, which were due in 2018. Net
proceeds of $9,614,978 plus an additional $956,470 of 1993 bond reserve funds were used to purchase U.S.
govemment securities. Those securities were deposited in an irrevocable trust with an escrow agent to
provide for all future debt service payments on the I 993 bonds. As a resulg the I 993 bonds are considered to
be defeased and the liability for those bonds has been removed. As of June 30,2011, $5,560,000 ofprincipal
remained outstanding on the defeased 1993 bonds.

(D) On February I, 1999, the City issued $6,145,000 of 1999 Certificat€s of Participation (COPs) to fmance
the acquisition of the land and improvements used and operated as the City of South San Francisco
Conference Center. During fiscal 2003/04, pursuant to a resolution of the Redevelopment Agency Board, tax
increment revenues were pledged to pay debt service on the 1999 COPS. The pledge of future tax increment
revenue ends upon repayment ofthe $7,493,000 in remaining debt service on the bonds which is scheduled to
occur in 2029. For fiscal year201l, the merged Redevelopment Project Area Capital hoject Fund tax increment
revenue of$37,234,939; less $7,2146,987 of 20% set-aside, amounted to $29,787,952 which represented coverage
of76 over the $393.250 in debt servrqo.

As of June 30, 201 l, future debt service is as follows:

Governmental Activities
Intercst

$1,917,000 s3,4't5,2912012
2013
2014
20t5
2016

20t7 -2021

2022-2026
2027-2031
2032-2036

Totals

1,982,000

2,057,000
2,137,0M
2,237,N0

12,090,000

13,626,000

16,495,000

3,394,307
3,310,146
3,2t6,392
3,118,495

13,942,Ot6
10,841,875
'l,042,484

t9,690,000 2,557,000

$72,231,000 $50,898,006
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CITY OF SOUTE SAN FRANCISCO RDDEVELOPMEI{TAGENCY
Notes to Basic ComDonent Unit Financial Stetements

7 _ PAS$TIIROUGH PAYMENTS

Punuant to Califomia Redevelopment Law (Health and Safety Code Section 33607.5), the Agency is

obligated to pass-tbrough a portion ofthe gross tax increment received on the Project Area to jurisdictions
within the project area. In fiscal 2010-2011, the Agency calculated and remitted $6,945,738 in pass-

through payments to the affected jurisdictions.

The State also directed that the above amounts be included in the Agency's total incremental property tax
receipts for purposes of calculating the amounts to be set aside for Low and Moderate Income Housing.

8 - COM]VtrIMENTS AND CONTINGENCIES

The Agency leases land to a private developer, Magnolia Plaza Associates, who built and operates low and
moderate income multifanily housing on the leas€d land. At the end of the 75-year lease, May 1, 2062,
title to all improvements on the land shall vest to the Agency. Lease revenue is included in interest and
rental revenues. Future minimum oavments to be received under the land as follows:

Land I€ase
Year ending June 30, Pa)rments

2012

2013
2014
2015

2016

$51,800
51,800

5l,800
51,800

51,800

Thereaffer 2,331,000

$2,590,000

The Agency is involved in several legal proceedings arising from its nomnl operations. It is the opinion of
management that any obligations which may result from such legal proceedings will not have a material
effect on the hnancial position ofthe Agency.
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CITY OF SOUTH SAN FRANCISCO REDEVELOPMENT AGENCY
Notes to Basic ComDonent Unit Financial Statemetrts

NOTE g-UPDATE IN PROPERTYTAX SETTLEMENT

On April l, 2008, the San Mateo County Superior Court ruled that in a prior decision going back several
years for several parcels in South San Francisco, the San Mateo County Assessment Appeals Board (AAB)
"did not hear (1he applicant's appeals case) within the time frame specified in California Revenue and
Taxation Code Section 1604(c)". As a result ofthe untimely hearing, the court ruled that the applicant "is
entitled to have enrolled its opinion of value (for affected parcels)" rather than the County's opinion of
value for the parcels and years in question. The applicant was a large biotechnolory company based in
South San Francisco.

The April Superior Court ruling covered numerous prior tax years, and the ruling further stated that it
would remain in effect "until the fiscal year in which the AAB holds a hearing and makes a final
determination on the application." Since the AAB subsequently held a hearing and made a determination
prior to June 30, 2008 for the 2008 roll year, the County's assessment of value for the impacted parcels,
and not the applicant's, will be in effect for an ongoing basis for tax years 2008 and beyond, absenr any
future successful challenges. Therefore, the ruling on the untimely hearing by the County is a one-time
event.

Two ofthe parcels impacted by the April ruling are in the Downtown Redevelopment Project Area, and the
County has since estimated that the Agency will have a total of$7.04 million deducted fiom its property
tax palments in the future. The Agency has set those dollars aside. In March 201 l, the Agency and the City
Council transferred the liability and funding associated with the liability to a new City Govemmental Fund,
the Public Improvement Agreement Capital Project Fund.

NOTE 10 - TAX INCRf,MENT SHIFT TO SI]PPLf,MENTAL EDUCATIONAL REVEIYIIf,
AUGMENTATION FTJhID

The State of Califomia adopted ,{826 4X in July 2009 which directs that a portion of the incremental
property taxes received by redevelopment agencies be paid instead to the County supplemental educational
revenue augmentation fund (SERAF) in fiscal years 2009-10 and 2010-11. The State Department of
Finance determines each agency's SERAF payment by November 15 of each year, and payments are due
by May l0 of the applicable year. The Agency made its frst SERA-F payment of $8,528,106 in fiscal year
2009-10, and its second payment in the amount of$1,755,786 in fiscal year 2010-l 1.

NOIT 11 - POLLUTION REMEDIATION

In fiscal 2010, the Redevelopment Agency purchased an unimproved parcel adjacent to the Caltrain
Commuter Rail station from the State of California. The current rail station is among the oldest on the
peninsula, is under the freeway, is small, has limited parking, and is not adjacent to the Downtown due to
the freeway. The Agency will contribute that site to the County Trarsportation Agency for the future
reconfiguration of that rail station after the County secures necessary funding from other sources. The
Agency's contribution will include use of the purchased parcel in order to make the station safer, more
visually pleasing, more usable to commuters and business shuttles, and to make the Downtown accessible
to pedestrians to and from the train station. As part of that land purchase, the price paid by the Agency to
the State was discounted to give tle Agency credit in the amount of $537,000 against known pollution
remediation costs on the site. If the funding fiom the County for the station reconfiguration does not
materialize, and ifconstruction does not occur on that site, the pollution mitigation costs will be much less.
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CITY OF SOUTII SAIY FRANCISCO REDEVELOPMENT AGENCY
Notes to Basic ComDonent Unia Financial Statements

NOTE T2 PUBLIC IMPROWMENT AGRf,EMENT FTJI\ID ACTIONS IN MARCH 2OII

In March 201l, the Agency Board and the City Council transferred funding of $67.7 million as well as the
legal obligation to carD/ out various redevelopment activities associated with that funding to the City under
a new Public Improvement Agreement Fund agreement.

NOTE 13 - ST]BSf,OI]ENT EVEITT

In an effort to balance is budget, the State of Califomia adopted ABxl 26 on June 28,201 l, which suspends

all new redevelopment activities except for limited specified activities as of that date and dissolves
redevelopment agencies effective October 1,2011. The State simultaneously adopted ABxl 27 which allows
redevelopment agencies to avoid dissolution by the City opting into an "altemative voluntary redevelopment
prognm" requiring specified substantial annual conhibutions to local schools and special districts.
Concunently with these two measures, the State passed various budget and trailer bills that are related and

collectively constitute the Redevelopment Restructuring Acts. Ifall sponsoring communities were to opt-in to
the voluntary program, these contributions amount to an estimated $1.7 billion for fiscal year 20i2 and an

estimated $400 million in each succeeding year. If the City fails to make the voluntary program paymenq the

Agency would become subject to the dissolution provisions of ABlx 26.

On July 18, 20! l, the California Redevelopment Association, the League of California Cities and others

challenged the validity and constitutionality of ABlx 26 and 27 to the Califomia Supreme Court on numerous

grounds, including that the acts violate certain provisions of the Califomia Constitution. OnAugust Il,201 I,
as modified on August 17,201I, the California Supreme Court agreed to hear the case ard issued a partial

stay ofABxl 26 and a firll stay ofABxl 27, but the stay did not include the section ofABxl 26 that suspends

all new redevelopment activities. It is anticipated that the Court will render its decision before January 15,

2012, the date the frst voluntary program payment is due.

The suspension provisions of ABxl 26 prohibit all redevelopment agencies from a wide range of activities,
including incurring new indebtedness or obligations, entering into or modiling agre€ments or contracts,

acquiring or disposing of real property, taking actions to adopt or amend redevelopment plans aad other

similar actions, except actions required by law or to carry out existing enforceable obligations, as defined in
ABxl 26. During the suspension period, an agency is required to prepare an Enforceable Obligation Payment

Schedule no later than August 29, 2011, that allows it to continue to pay certain obligations. The Agency

adopted its Enforceable Obligation Payment Schedule on August 24, 201 l.

In addition, the suspension provisions require the State Conholler to review the activities ofall redevelopment
agencies to determine whether an asset transfer between an agency and any public agency occurred on or after
January l, 201 1. lf an asset transfer did occur and the public agency that received the asset is not
contractually comrnitted to a third party for the expenditure or encumbranc€ of the asset, the State Conholler
is required to order the asset returned to the redevelopment agency. The State Controller's Ofiice has not yet
provided any information about the timing or the process for this statewide asset transfer review.

The Agency is currently subject to the suspension provisions as described above. These facts indicate that
there is more than a rsmote possibility the Agency may not continue as a going concem beyond October I,
2011. The continuation of the Agency beyond October l, 2011 will initially depend upon whether the
Supreme Court rules in favor ofthe petitioners. There are three possible consequences to the Agency from a
decision of the Suprerne Cour! when it is rendered:
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Notes to Basic ComDonent Unit Financial Statements

NOTE 13 - SI]BSEOI]ENT EVENT

l. If the Supreme Court determines that botlr ABlx 26 and ABlx 27 are valid, then the City will consider
whether it will enact an ordinance to opt-in to the altemative voluntary redevelopment program. If
enacted, the City would be required to make arnual payments to the County Auditor-Conholler and the

Agency would no longer be subject to the suspension provisions. It is anticipated that the City's annual

remittances would be reimbursed by the Agency from tax increment revenues generated in the Merged
Project Areas. The State Departrnent of Finance calculated the City's Voluntary Program payment for
fiscal year 2012 to be $15,675,034.

2. If the Supreme Court determines that both ABlx 26 and Alllx 27 are valid and the City decides not to
participate in the altemative voluntary redevelopment prog'arn, or if the Supreme Court determines that

ABlx 26 is valid, but ABlx 27 is not valid the Agency will continue to be subject to the suspension

provisions and would be dissolved in accordance with certain provisions of ABlx 26. Prior to
dissolution, any tralsfers of Agency assets subsequent to January 1, 2011 to the Cify including those

discussed in Notes 4 and 5, that were not obligated to third parties or encumbered may be subject to the

State Controller's review discussed above and required to be retumed to the Agency. Upon dissolution,

all assets and obligations ofthe Agency would be transferred to a successor agency.

3. If the Supreme Court determines that both ABlx 26 and ABlx 21 are :nvalid, the Agency would no

longer be subject to the suspension provisions and would continue in existence under California

Redevelopment Law as it existed prior to the enactrnent of AB I x 26 and AB lx 27.

As of December 7, 2011, the Supreme Court has not ruled on the case and the Agency is subject to the

suspension provisions as discussed above. A ruling is expected in January 2012.
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CITY OF SOUTH SAN FRANCISCO REDEVELOPMENT AGENCY
MERGED REDEVELOPMENT PROJECT AREA CAPITAL PROJECTS zuND

SCHEDULE OF REVENUES, EXPENDITI.JRES
AND CIIANGES IN FTJND BAI.ANCE

BUDGET AND ACTUAL (NON GAAP LEGAL BASIS)
FOR THE YEAR ENDED JT]NE 30. 201 I

RTVENUES;

Tax 8llocation fu cremcnt
InterEsl and r€ntal
Intergovcmmental
Charycs for s€rviccs

Other

Total Revcnues

EXPENDITTJRES:
Economic and Community Development
Nondepartncntal
Capital outlay
Dcbt servicc:

lntq€st and fscal charges

Totsl Experditures

EXCESS @EFICTENCY) OF REVEI..IUES
OVER HGENDITURES

olI{ER FINANCING SOLIRCES (USES)
Transfcr in Aorn City
Tnnsfers (out)
Traosfer (out) to City for capital outldy
Transfer (out) to City for Public Inprovcment Fund (Note 12)
Transfer (our) !o City for pa*ing Disbict Fund (Note 3)

Total o$er financiog sources (usesl

CHANGE IN FUND BALANCES

Adjushrcot to budgetary basis:
Encu0branc€ adjustnents

Fund balaDcc! July I

Fund balam., Junc 30

($65,867,570) (65,3s6,647) $510.923

1,24t,961

E7,084,81E

s22,970,r32

Budgot

$37,540,000
2,000,000

39,540,00,0

t4,975,562
58,000

12,593,347

30,765

27,657,674

tt,882,326

50,000
(12,909,261)
(1,107,3M)

(63,604,M6)
(t'19,285\

(77,749,896)

Actual Amouots

s37 234,939
1,967,623

1,500

565

506,576

39,7\,203

t5,407,976
94,573

2,168,464

3r,333

t7,702,346

22,008,857

40,420
(r2,34s,627')

(235,0E1)
(63,604,U6)
(n,221,t701

(87,365,504)

Varianc€ wilh
Final Budget

Positivc
(Negative)

($305,061)
(32,37'7)

1,500

565

506,576

r7 |,203

(432,4t4)
(36,573)

10,424,883

(568)

9,955,328

to,126,531

(e,5E0)

563,634

o t a,zzJ

(u,041,885)

(9,6t 5,608)
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CITY OF SOUTH SAN FRANCISCO REDEVELOPMENT AGENCY
LOWA4OD INCOME HOUSING CAPITAL PROJECTS FIJND

SCTIEDULE OF REVENTJES. EXPENDITTJRES
AND CHANGES IN FI]ND BALANCES

BI,JDGET AND ACTUAL (NON GAAP LEGAL BASIS)
FOR THE YEAR ENDED JIJNE 30. 2OI1

Budget

$400,000

Actu8l Amouds

$846,015
100

Variancc with
Firal Budget

Positivc
(Negative)

$,146015
t00

REVENTJES:

htcre$ 8nd rcntal
Othcrs

Total Revenues

E)(PENDITTJRES:
E€onomic and Conmunity Dev€lopment
Capital outlay

Totsl Exp€ndit[cs

EXCESS (DEFICIENCY) OF REVENUES
OVER E)GENDITURES

oTllER FINANCTNG SOIIRCES (USES)
Transfers in
Transfers (out)

Transfcrs (out) to City for Public Irnprovemcnt Fund

Total other fi$ncing sources (uses)

CIIANGE IN FTJND BAI.ANCES

Adjustned to budgctsry basis:
Encumbraoc€ adjustnelts

Fund balaacc, July I

Fund balancc, Junc 30

400,000

4,255,682
't,631,224

l1,886906

(l1,486,906)

7,808,000
(347,rt't)

(4, r0l,413)

3,359,4't0

($8,127,436)

846,1l5

396,597

4,481,300

4,877,89'l

(4,03t,782\

7,U6,987
(278,310)

(4,101,413)

3,M7,264

(e64,518)

29,494

38,294,881

$37.359.857

446,I l5

3,859,085
3,149,924

7,009,009

7,455,124

(36t,013)
68,807

(292,2M\

s7,t62,9rt:
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CITY OF SOUTII SAN FRANCISCO REDEVELOPMENT AGENCY
REDEVELOPMENT PROJECT AREA DEBT SERVICE FTJND

SCHEDTJLE OF REVENUES, H{PENDITURES
AND CHANGES IN FUND BALANCES

BTJDGET AND ACruAL NON GAAP I.EGAL BASIS)
FOR TI]E YEAR ENDED JIJNE 30. 2O1I

Budset Actual Anouns

9227,146

227,146

Variance with
Final Budget

Positive
(Negative)

s227,146

227,146

REVENTJES:
Interest dd rentals

Total Revenues

EXPENDITURES:
Current:

Nondeparhental
Debt service

Principal retirenent
Interest and fiscal charges

Total Expenditures

EXCESS (DEFICIENCY) OF REVENT'ES
OVERDAENDITURES

OTI{ER FINANCING SOI]RCES (USES)
Transfen in

Total other financing sources (uses)

CHANGE IN FUND BAI-ANCES

Fund balance, July I

Fund balance, June 30

sr,892,429
3,555,949

5,448,378

(5,448,378)

s,448,378

5,448,378

5,205

|,842,000
3,561,659

5,408,864

(5,181,71E)

5,176,950

5,176,950

(4,768)

s,405,247

g5,400A79

(5205)

50,429
(5,7r0)

39,5r4

266,660

(27t,428)

Q71,428',1
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CITY OF SOUTH SANFRANCISCO RDDEVEI]OPMENT AGENCY
Information

Excess surplus is defined in Health and Safety Code Section 33334.12(b) as any unexpended and
unencumbered amount in an Agency's Low and Moderate Income Housing Fund that exceeds the greater
of $1,000,000 or the aggregate amount deposited into the Low and Moderate Income Housing Fund
during the preceding four fiscal years, as ofthe beginning ofthe fiscal year.

If excess surplus exists, the Agency must lawfully spend the excess or transfer it to a housing authority or
other public agency in the following fiscal year, expend or encumber in the next two fiscal years or face
sanctions. Essentially, agencies have a three-year window to expend, encurnber, or transfer the excess
surplus.

I,ow atrd Modaratc Ircomc
Iloulirg Futr& - M.rg.d Pmjcct Arc$

Opcoing Fund Btlucc - July l,2010

Lcs! Uravilabla AEoutra!:
Encumb.ances (Scction 33334.12(gX2))
t nd held for resale

R6trictcd assers

Rehabilitrtion loanj

Availabl€ Lrt rnd Modcrate hcolne Housing Funds

Lioitrtiotr Gr{i.r of $1,000,000 or four ycrn s.t{sidc)
Sct-Asidc for last four lEars - fiscal yEsrs cnded:

tunc 30,2010
June 30, 2009
Jurrc 30, 2008
Junc 30, 2007

Total

Bas. limitation

Gr€atcr &nount

Comput d Etcc$ Srrplur - July l,2010

(62,94s)
(s l,900,000)

(2,306,935)

(9,24t,s24)

7 49s228
8,197,403

5,561,842

4,600,681

____$r5,855,1:!

______!!900199_

(r3,51t,404)

24,176,477

25,t55,154

Nonc

s38,294,r&
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ACCOUNTANCY CORPORATION
3478 Buskirk Ave. - Suite 215
Pleasant Hill, California 94523

(925) 930-0902 . FAX (925) 930-0135
m a ze @ m aze a s s oc i ate s, co m

ww w. m a zea sso c i ate s. c o m
INDEPEAIDENT AIJDITOR'S REPORT

ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON

COMPLIANCE AND OTIIER MATTERS
BASED ON AII AIJDIT OF

FINANCIAL STATEMENTS PERT'ORMED IN
ACCORDANCf, WIIIJ GOVE RNMENT AUDITING STANDARDS

Members of the Board of the
City of South San Francisco Redevelopment Agency
South San Francisco. California

We have audited the lurancial statements ofthe City of South San Francisco as of and for the year ended
June 30, 201 l, and have issued our report thereon dated December 7, 201 l. The report included a special
emphasis paragraph concerning proposed redevelopment dissolution and the implementation of
Governmental Accounting Standards Board Statement Number 54 (GASB 54), Fund Balance Reporting
and Governmental Fund Type DeJinitions. We conducted our audit in accordance with auditins
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 Confiol over Financial Reporting

Management of the City of South San Francisco is responsible for establishing and maintaining effective
intemal control over financial reporting. In planning and performing our audit, we considered the
Agency's internal conbol over financial reporting as a basis for designing our auditing procedures for the
purpose of expressing our opinions on the financial statements, but not for the purpoie of expressing an
opinion on the effectiveness of the Agency's intemal control over financial r"porting. Accoidingly, we
do not express an opinion on the effectiveness ofthe Agency's intemal control over frnancial reporting.

A deficiency in intemal control exists rvhen 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 tim€ly basis. A material weakness ii a deficiency, or combination
ofdeficiencies, in intemal conhol, such that there is a reasonable possibility that a material misstatement
of the Agency's financial statements will not be prevented, or detected and corrected on a timely basis.
A significant deficiency is a deficiency, or a combination of deficiencies, in internal control tiai is less
severe than a material weakness, yet important enough to merit attention by those charged with
governance.

Our consideration of intemal control over frnancial reporting was for the limited purpose described in the
first paragraph of this section and was not designed to identiff all deficiencies in 

-intemal 
control over

fmancial reporting that might be deficiencies, significant deficiencies or material weaknesses- We did
not identi! any deficiencies in intemal confol over financial reporting that we consider to be material
weaknesses, as defined above.

A Protessional Cotpotation



Contpliance and Other Maaers

As part of obtaining reasonable assurance about whether the Agency's financial statements are free of
material misstatemen! we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and gmnt agreements, noncompliance witl which could have a direct and material effect on the
detemrination of financial statement amounts- However, providing an opinion on compliance with those
provisions was not an objective of our audi! 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 Govemment Auditing Standards.

As part of our audit, we prepared and issued our separate Memorandum on Intemal Contol dated
December 7, 201 l, which is an integral part of our audit and should be read in conjunction with this report.

This report is intended solely for the information and use of managemen! Agency Board, others within
the Agency, the State Controller's Office, federal awarding agencies and pass-through entities and is not
intended to be and should not be used by anyone other than these specified parties-

Ww 4 lwoatvs
December 7, 201 I
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Maze *

Members of the Governing Board of the
City of South San Francisco Redevelopment Agency
South San Francisco, Califomia

Contpliance

We have audited City of South San Francisco Redevelopment Agency's compliance with the Califomia
Health and Safety code as required by Section 33080.1 for the year ended June 30, 201 l. compliance
with the requirements referred to above is the responsibility of the Agency's management. our
responsibility is to express an opinion on the Agency's compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained in Governmeit Auditing
Standardl, issued by the Comptroller General of the United States; and Guidelines for Compliance
Audits of Califomia Redevelopment Agencies, Jtme 20i i, issued by the State Controller.

Those standards require that we plan and perform the audit to obtain reasonable assurance about whether
noncompliance with the compliance requirements referred to above that could have a material effect on
the Agency has occurred. An audit includes examining, on a test basis, evidence about the Asencv's
compliance with those requirements and performing such other procedures as we considered n""eisa.y in
the circumstances. We believe that our audit provides a reasonable basis for our opinion. Our audit does
not provide a legal determination ofthe Agency's compliance with those requirements.

ln our opinion, the Agency complied, in all material respects, with the compliance requirements referred
to above that are applicable for the year ended June, 30, 2011. However, the results of our audit
procedures disclosed instances of noncompliance that are required to be reported under the Guidelines
for Compliance Audits of Calilornia Redevelopment Agencies, June 2011, which are described in the
accompanying Schedule of Current Year Findings.

A P rof e ssi o na I Corpontion

ASSOCIATES
A C C O U NTANC Y CO R P O R ATI O N

3478 Buskirk Ave. - Suite 215
Pteasant Hill, California g4,2g

(925) 930-0902 . FAX (925) 930_0135
ma ze @ m a ze a s so c i ate s. c o m

II\IDEPENDENT AT]DITOR'S REPORT WWW'MAZEASSOC|ATES'COM

ON COMPLIANCE AND ON
INTERNAL CONTROL OVER COMPLIANCE

IN ACCORDAIICE WITH THE
CALIFORNIA HEALTH AND SAI'ETY CODE

AS Rf,QTJIRED BY SECTION 33O8O.I



Inlernal Conlrol Over Compliance

Management ofthe Agency is responsible for establishing and maintaining effective intemal control over
compliance with the compliance requirements referred to above. In planning and performing our audit,
we considered the Agency's intemal control over compliance to determine the auditing procedures for
the purpose ofexpressing our opinion on compliance, but not for the purpose ofexpressing an opinion on
the effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the
effectiveness ofthe Agency's intemal control over compliance.

A deficiency in internal control over compliance exists when the design or operation ofa control does
not allow management or employees, in the nonnal course of performing their assigned functions, to
prevent, or detect and correct, noncompliance on a timely basis. A material weakness in internal control
over compliance is a deficiency, or combination ofdeficiencies in internal control over compliance, such
that there is a reasonable possibility that material noncompliance with a compliance requirement will not
be prevented, or detected and corrected, on a timely basis. A significant deficiency in internal control
over compliance is a deficiency, or a combination of deficiencies, in intemal control over compliance
that is less severe than a material weakness in intemal control over compliance, yet important enough to
merit attention by those charged with govemance.

Our consideration of intemal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identiS all deficiencies in intemal conhol that might
be deficiencies, significant deficiencies, or material weaknesses in intemal control over compliance.

We did not identify any deficiencies in intemal control over compliance that we consider to b€ material
weaknesses, as defined above.

We did not audit the Agency's r€sponses to the findings included in the Schedule of Current year
Findings and, accordingly, we express no opinion on them.

This report is intended solely for the information and use of management, Agency Board, others within
the Agency, the State Controller's Office, federal awarding agenciei and pasr-ttrrougtr entities and is not
intended to be and should not be used by anyone other than these specified- parties. 

'

{tdv, 2 ks',at*cs

December 7, 201 I
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SCHEDULE OF CI]RR,ENT YEAR FII{DINGS
oTtrFR coMPLIANCf, VIOLATIONS

Finding 2011-01: Compliance with California Government Health and Safety Code Section 33080.1

Health and Safety Code Section 33808.1 requires the Agency to submit to its legislative body an annual
report within six months of the end of the fiscal year. During our tests of the Agency's compliance with
the requirements of the Health and Safety Code using the Guidelines for Compliance Audits ofCalifornia
Redevelopment Agencies issued by the State Controller's Office, we found the Agency submitted its
fiscal year 2010 annual report to the Council in June 201l, which is not within the required six month
timeframe- We suggest the Agency establish procedures to ensure the annual report is submitted to
Council within six months ofthe close of everv fiscal vear.

Management's Respons e :
The Agency's final financial statements are not published in time to agendize and report to the Agency
Board in time to meet the 6 month deadline. Staff considered submitting a draft report in December to
meet the Health and Safety Code requirements, but to do so would require us to bring the financial
statements to th€ Agency Board twice, once in draft and once in final. Because the Board typically only
meets in early December the timing was also problematic. If the State indicates they have a concem with
our filing date (which we have not heard), then we will begin sending the Board a draft and a final report.

Finding 20ll-02: Compliance with California Government Heatth and Safety Code Section 33080.1

Health and Safety Code Section 33808.1 requires the Agency to annually report to the State Controller's
Ofiice the time limit for the commencement for eminent domain proceedings to acquire property within a
given project area. During our tests of the Agency's compliancc with the requirements ofthe Health and
Safety Code using the Guidelines for Compliance Audits of Califomia Redevelopment Agencies issued
by the State Controller's Office, we found the Agency did not appear to include the time limit for
eminent domain proceedings within the submitted State Controller's Report for fiscal year 2010. We
recommend the Agency develop procedures to ensure the time limit for eminent domain proceedinqs are
included in the annual State Controller's Report.

Manage me nt's Respo nse :
This was an oversight this year, and will be corrected in the 2010-11 filing. The deadline for eminent
domain proceedings has passed prior to this audit year.

47


