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I, Vanessa Burke, hereby declare:

1. I am the Chief Financial Officer, Treasurer, and Director of the Administrative

Services Department (the “Department”) for the City of Stockton, California (“the City” or

“Stockton”). I make this declaration in support of the City’s Reply to Objections to Statement of

Qualifications Under Section 109(c). On July 3, 2012, I submitted a declaration in support of the

Statement of Qualifications the City filed on June 29, 2012 (the “July Declaration” or “July

Decl.”). At that time, I was the Assistant Director of Administrative Services for the City.

Subsequently, the City hired me as the Director of Administrative Services, Treasurer, and Chief

Financial Officer. In this role, my responsibilities include, among other things, management of

the City’s finance, budget, revenue, treasury, and information technology functions.

2. I have reviewed the declaration and reports of Nancy Zielke and Robert Bobb,

filed on December 14, 2012. While Ms. Zielke and Mr. Bobb have significant experience in

municipal finance, neither is a Certified Public Accountant (“CPA”); nor does either appear to

have any accounting experience, in either the private or public sector. By contrast, I have been a

CPA for over 18 years, with extensive experience and expertise in the audits of governmental

agencies at both the state and local level. In addition to being a member of the Government

Finance Officers Association (of which Ms. Zielke was once the president), I am a member of the

California Society of Certified Public Accountants (“CalCPA”), the largest state-level association

of CPAs in the country, and the American Institute of Certified Public Accountants (“AICPA”). I

serve as a member of the CalCPA Governmental Accounting and Auditing Committee, whose

aim is to improve the quality of financial reporting by governmental entities by providing

guidance in the area of governmental accounting and auditing in the State of California. I also

have taught courses regarding various accounting topics at the CalCPA annual government

conference and serve on the planning committee for the annual conference.

Cash Solvency

3. As described in the July Declaration, the City projected that on June 30, 2012, it

had ended the 2011-12 fiscal year with a General Fund pooled cash balance of approximately

$1.3 million. See July Decl., ¶ 8. The City now has closed June 2012 of its fiscal year and is
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making final adjustments to ready its books for audit. The final adjustments will not have a

material impact on the ending General Fund cash balances, as cash has been reconciled through

the end of the year and cash activity has been recorded. Attached hereto as Exhibit A is a true

and correct copy of the June 30, 2012 cash balances in each of the City’s unrestricted and

restricted funds. As seen in Exhibit A, the City ended the 2011-12 fiscal year with an actual

General Fund pooled cash balance of approximately $1.55 million1, $250,000 higher than

projected. The City also ended the 2011-12 fiscal year with a balance of approximately $266,700

in its Pooled Investments Fund, which is the difference between the undistributed investments

earnings of the pool at June 30, 2012, net of cash earned but not yet received (i.e. accrued

interest). Of this $266,700, less than approximately $10,000 was distributable to the General

Fund alone, and could be included in General Fund unrestricted cash.

4. Based on the City’s initial projection of a $1.3 million General Fund cash balance

at June 30, 2012, I stated in the July Declaration that “with no reserves or additional anticipated

revenue in the short term, though, this unrestricted General Fund cash balance is projected to be

entirely depleted within the first few days of the next fiscal year.” Specifically, the City faced

two immediate obligations: a $1.1 million Jarvis settlement payment due July 1, 2012, which

would have drawn down available cash to approximately $430,000, and the next General Fund

payroll payment of approximately $4.4 million due July 20, 2012. Even with an unrestricted

General Fund cash balance that was $1.55 million, the City would not have received General

Fund Revenues by July 20, 2012 sufficient to cover its first payroll payment of the 2012-13 fiscal

year. Nor would it have had sufficient funds in any month in fiscal year 2012-13 to permit it to

pay the General Fund obligations that it would have incurred outside of chapter 9. See July Decl.,

¶ 11 & Ex. C.

5. In response to the cash flow projection attached as Exhibit C to the July

Declaration, Ms. Zielke raises several criticisms on page 21 of her report. None of these

criticisms, in my opinion, validly refute the projection’s underlying analysis or conclusion, which

1 As explained in the Declaration of Laurie Montes, that the City was in a positive cash position at all was due only to
the actions taken by the City Council on February 28, 2012, which actions included defaulting on certain debt
payments in March 2012 and delaying disbursement of leave payments.
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is that, without the protections of chapter 9, the City would not have been unable to meet its

obligations as they became due in fiscal year 2012-13.

6. Ms. Zielke’s first criticism is that “expenditures for salaries will vary according to

timing of hires and the separation of employees.” This is true, but does not detract from the

validity of the allocation method used in the projection. A projection cannot precisely account

for the “timing of hires” or the “separation of employees,” and the corresponding variances in

expenditures, that would occur in fiscal year 2012-13. To state the obvious, the events have not

happened yet, and rather than try to divine the small ups and downs of payroll from month to

month, the cash flow projection charted a middle ground by assuming constant payroll each

month.

7. To significantly invalidate the method used, changes in hiring or separations

would have to be wholesale, such as substantial workforce reductions, hiring freezes, or other

major workforce or pay changes. The City’s highest payroll month since July 1, 2012 through the

date of this declaration has varied by no greater than $350,000 or 4% when compared to the

average payroll for the same period, and the variance has averaged less than 1.0% for that same

period. The variance could be due to seasonality, such as construction periods, fire season, and

other variables in any single period. But, with a variance that small, it is not a valid reason to

reject the projections on a straight line basis absent any other more precise method.

8. Similarly, Ms. Zielke’s statement that “the cash flow projections did not assume

the hire of vacant positions” is incorrect because the cash flow projection was based on gross

personnel costs for all authorized positions and included a 0.8% budgeted vacancy savings. The

cash flow projection thus assumed all vacancies in excess of that small amount would be filled

evenly throughout the fiscal year.

9. Ms. Zielke’s second criticism is that “cyclical revenues, such as hotel/motel tax . . .

are also flat lined.” This is simply not true. In footnote N to Exhibit C, the City explained that

“Hotel/Motel tax is received quarterly with the majority of receipts being received in the first

month of the quarter and trailing off to the 3rd month of the quarter. Forecast is based on the

estimated collections based on average of prior two years collections and generally follows an
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approximate pattern of receipt by quarter.” The projection allocated these tax receipts

accordingly, with a high month of $325,980 and a low month of $9,054.

10. Finally, Ms. Zielke criticizes the City for not accounting for adjustments that had

not yet occurred when I was preparing the cash flow projection in June 2012, at the end of the

2011-12 fiscal year. This appears to miss the entire point of the projection, which was to

ascertain whether the City, looking prospectively, had enough cash to survive the first few

months of the fiscal year. To take just one example, there could be “no factor in the model” to

account for better-than-expected sales tax revenues that were accrued in fiscal year 2011-12 but

which the City did not receive until late September 2012, see infra Paragraph 15, because the City

did not learn of their existence until several months after it had filed the projection. In addition,

all accounting adjustments related to prior years, as previously disclosed in the staff report

presented to the City Council on February 28, 2012, had been accounted for, and the unrestricted

cash balance published in the audited CAFR for the general fund remained unchanged. None of

the audit adjustments posted changed the beginning unrestricted cash balance, which was the

focus of the cash flow projection.

The Positive Fiscal Year 2011-12 Fund Balance Was Not Pooled Cash Available For Use On

July 1, 2012

11. In the July Declaration and in the concurrently filed declaration of Laurie Montes,

the City described how on February 28, 2012, in order to preserve operating liquidity, the City

Council authorized staff not to pay some of the City’s legal obligations, including bond payments

and separation payments to retiring City employees. Following the February 28, 2012, actions,

staff projected that the City would end the fiscal year with an available unrestricted fund balance

of approximately zero dollars.

12. As Ms. Zielke notes in her report, on December 11, 2012, I presented the fiscal

year 2011-12 unaudited General Fund year-end results to the City Council. Attached hereto as

Exhibit B is a true and correct copy of the December 11 staff report in which I presented these

results.
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13. In the December 11 report, I reported that the City ended fiscal year 2011-12 with

a positive fund balance of $5.6 million. This was due in part to slightly higher than adjusted

budget revenues ($1.46 million, or 1%, higher than projected) and in part to unanticipated savings

in several categories of General Fund expenses ($5.4 million, or 3.2%, lower than expected). Ms.

Zielke suggests several times in her report that this positive fund balance was a “surplus”

available to the City as pooled cash on June 30 and which the City could have used for operations

as early as July 2012.

14. This is absolutely not the case. As explained in the December 11 staff report, “The

revised preliminary fund balance of $5.6 million includes transactions through June 30, 2012 and

accruals for revenues and expenses incurred prior to the end of the fiscal year but received after

June 30, 2012. Much of the fund balance change is due to uptick in revenue or savings that

occurred in the second half of the fiscal year after the close of the fiscal year which were accrued

back to 2011-12 due to the modified accrual basis of accounting used in the General Fund.” See

Ex. B, p. 2. Simply put, while certain items were accrued in fiscal year 2011-12, new revenues

were not realized as net cash until well into the 2012-13 fiscal year, not soon enough to enable the

City to pay its bills as they became due.

15. For example, part of the positive fund balance consisted of revenues that were

$1.46 million higher than budgeted. See Ex. B, p. 4. Sales tax, property tax, and code

enforcement revenues constituted the vast majority of this adjustment. Id. Sales tax came in at

$1.1 million more than budgeted, but the City did not know of the higher collections—or receive

the additional cash—until September 2012, when sales tax is received for the final quarter of the

prior fiscal year. Conversely, property tax came in at $555,000 less than budgeted, which the

City did not know until it received its final check from San Joaquin County on July 31 (well

before it received the good news about sales tax). And the positive results in code enforcement

revenues were a result of additional positions filled, which generated more revenue at the end of

the prior fiscal year. Code enforcement has historically experienced extreme fluctuations in

revenue; therefore, it was appropriately conservative not to increase this estimate based on newly

hired staff and a ramping up of enforcement efforts until the results were realized.
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16. The expenditures component of the positive fund balance was the result of

variances from budgeted expenditures and therefore did not create additional cash flow to the

City. Because the City’s unanticipated expense savings were never realized as cash, they would

not have altered the cash solvency analysis (as seen in the only $250,000 difference between

projected and actual June 30 General Fund cash balances). An analogy is not writing a check that

you originally thought you might need. You do not spend what you thought you would have to

spend, but your cash position stays the same; it does not go up.

2010-11 Comprehensive Annual Financial Report

17. Also on December 11, 2012, staff presented to the City Council the City’s 2010-11

Comprehensive Annual Financial Report (“CAFR”). Attached hereto as Exhibit C is a true and

correct copy of the December 11 report under which staff submitted the CAFR, along with true

and correct copies of excerpts from the CAFR.

18. While Ms. Zielke highlights the “nearly forty (40) material weaknesses and

significant deficiencies” language found in the CAFR, her characterization of the auditors’

findings and understanding of its impact on the financial statements is incomplete and therefore

inaccurate. Most critically, Ms. Zielke fails to explain (or perhaps understand) the distinction

between the integrity of the actual financial data as reported in the CAFR and the City’s systems

of internal controls underlying the data, as discussed not in the CAFR but in the auditors’

“Memorandum on Internal Controls and Required Communications.”

19. The material weaknesses and significant deficiencies with regard to the controls

had already been identified and made public under the direction of City Manager Robert Deis and

my predecessors, Chief Financial Officer Susan Mayer and Interim Chief Financial Officer David

Millican. This information came to light as part of the new management team’s commitment to

get the City’s “fiscal house in order” prior to any audit of the numbers. The weaknesses in

internal controls and the inaccuracies in accounts discovered by the City’s staff and confirmed by

its auditors led to extensive review and analysis to assure that financial data was accurate and

reconciled before the CAFR was released. This effort caused the delays criticized by Ms. Zielke,
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but also provided a strong basis for the auditors’ ability to express an unqualified opinion on the

report.

20. The result of all this hard work is that while the City is still working on the

corrective actions reported on December 11 to shore up and improve its internal financial

controls, the financial numbers themselves in the 2010-11 CAFR were deemed materially correct.

In fact, there were no material audit adjustments to the City’s General Fund as a result of the audit

process. The numbers used by the City as it was participating in the AB 506 process and

preparing its chapter 9 petition were thus both reliable and accurate.

21. The City’s auditors confirmed this by issuing an “unqualified” opinion of the

City’s 2010-11 financial results: “[T]he basic financial statements referred to above present fairly,

in all material respects, the financial position of the governmental activities, the business-type

activities, each major fund, and the aggregate remaining fund information of the City as of June

30, 2011, and the respective changes in the financial position and cash flows where applicable

thereof, listed as part of the basic financial statements for the year then ended, in conformity with

accounting principles generally accepted in the United States of America.” Ex. C, p. 393. An

unqualified opinion is issued when an independent auditor concludes that financial statements are

free from material misstatements. The City’s auditors also did not feel it necessary to “propose

any audit adjustments that, in our judgment, could have a significant effect either individually or

in the aggregate, on the entity’s financial reporting process.” Ex C., p. 686.

22. In addition to not having a complete understanding of the difference between

financial reporting and the system of internal controls that support financial reporting, Ms. Zielke

does not provide any context for the auditors’ findings in its Memorandum of Internal Controls.

While the auditors list “material weaknesses” and “deficiencies,” they also recognize that the

City’s recent CFOs “identified many issues and errors and began taking appropriate action.” Ex.

C., p. 652. Moreover, the auditors identify as the City’s “top priority” not the fixing of every

financial control, but its “return to financial solvency.” Ex. C., p. 650. My immediate

predecessors and I thus have prioritized support for the City’s AB 506 process and chapter 9

filing, and all in the face of severe resource challenges that would only be exacerbated were the
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Date:  01-23-13

POOLED CASH AND INVESTMENTS SUMMARY BY FUND

Fund Title
Account
Number

 Pooled 
Cash
101's 

 Investments
107's 

 Total
Pooled Cash &
Investments 

GENERAL FUND 10-0000-101.00-00 1,547,872.55 0.00 1,547,872.55
PAYROLL CLEARING FUND 11-0000-101.00-00 4,398,221.45 0.00 4,398,221.45
POOLED INVESTMENTS FUND 098-0000-101.00-00 (228,977,781.57)           229,244,456.78 266,675.21 5

TOTAL GENERAL FUND (223,031,687.57) 229,244,456.78 6,212,769.21

CITY/COUNTY LIBRARY 41-0000-101.00-00 3,722,917.33 0.00 3,722,917.33
RECREATION SERVICES 44-0000-101.00-00 303,294.01 0.00 303,294.01
RECREATION VENUES OPERATIONS 86-0000-101.00-00 273,817.58 0.00 273,817.58
BOAT LAUNCHING FACILITIES 45-0000-101.00-00 313,022.56 0.00 313,022.56

TOTAL SPECIAL REVENUE 4,613,051.48 0.00 4,613,051.48
GF & SPEC REVENUE (218,418,636.09) 229,244,456.78 10,825,820.69

Governmental Funds:

Special Revenue Funds

SPECIAL PURPOSE GRANTS 20-0000-101.00-00 (743,612.17) 0.00 (743,612.17)
LOW & MOD INC HOUSING FUND   21-0000-101.00-00 0.00 0.00 0.00
LITIGATED ASSET SEIZURES 23-0000-101.00-00 342,739.52 0.00 342,739.52
SUPP LAW ENFORCEMENT SRVS 24-0000-101.00-00 164,758.52 0.00 164,758.52
LAW ENF BLK GRNT PRGM (FED) 25-0000-101.00-00 (915,445.58) 0.00 (915,445.58)
GAS TAX 30-0000-101.00-00 1,470,126.42 0.00 1,470,126.42
GAS TAX - TDA NON MOTOR 34-0000-101.00-00 166,121.23 0.00 166,121.23
GAS TAX – ISTEA 38-0000-101.00-00 (7,631,232.02) 0.00 (7,631,232.02)
TRAFFIC CONGESTION RELIEF (STATE) 39-0000-101.00-00 0.00 0.00 0.00
SOLID WASTE & RECYCLING PGM 47-0000-101.00-00 1,887,202.51 0.00 1,887,202.51
DEVELOPMENT SERVICES 48-0000-101.00-00 1,654,779.97 0.00 1,654,779.97
URBAN DEVELOP ACTION GRANT 51-0000-101.00-00 0.00 0.00 0.00
COMM DEV BLOCK GRANT 52-0000-101.00-00 (1,933,033.15) 0.00 (1,933,033.15)
CDBG SPECIAL PURPOSE LOANS    53-0000-101.00-00 (87,779.85) 0.00 (87,779.85)
COMM DEV BLK GRANT LOANS 54-0000-101.00-00 2,089,700.13 0.00 2,089,700.13
FACE REHAB LOAN FUND 56-0000-101.00-00 (0.20) 0.00 (0.20)
EMERGENCY SHELTER GRANT PGM 57-0000-101.00-00 (34,241.51) 0.00 (34,241.51)
HOME PROGRAM LOAN FUND 58-0000-101.00-00 (3,400,425.66) 0.00 (3,400,425.66)
HOME PROGRAM 59-0000-101.00-00 4,153,631.73 0.00 4,153,631.73
CALHOME REUSE LOAN PROGRAM 60-0000-101.00-00 (216,362.47) 0.00 (216,362.47)
STATE HOUSING LOAN PROGRAM 61-0000-101.00-00 406,584.58 0.00 406,584.58
CDBG REVOLVING LOAN FUND 62-0000-101.00-00 938,616.46 0.00 938,616.46
NEIGHBORHOOD STABILIZATION PGM 63-0000-101.00-00 1,346,153.29 0.00 1,346,153.29
NEIGHBORHOOD STABILIZATION PGM 3 64-0000-101.00-00 (8,762.44) 0.00 (8,762.44)
LIGHTING MAINTENANCE 71-0000-101.00-00 163,897.61 0.00 163,897.61
ASSESSMENT DIST MAINTENANCE 72-0000-101.00-00 12,441,279.66 0.00 12,441,279.66
PARKING & BUS. IMPR. DISTRICTS 73-0000-101.00-00 89,046.25 0.00 89,046.25
STREET REPAIRS - MEASURE K   80-0000-101.00-00 (387,806.77) 0.00 (387,806.77)
DISTRICT SALES TAX – MEASURE W  81-0000-101.00-00 (682,204.14) 0.00 (682,204.14)
MEASURE K – STREET  MAINTENANCE 82-0000-101.00-00 6,115,926.80 0.00 6,115,926.80
CITY ADMIN. BLDG-MAIN ST. OPER 85-0000-101.00-00 (6,339.01) 0.00 (6,339.01)
SUCCESSOR AGENCY LOW & MODERATE 329-0000-101.00-00 (1,495.31) 0.00 (1,495.31) 2

Total Special Revenue Funds 17,381,824.40 0.00 17,381,824.40

Debt Service Funds

DEBT SERVICE FUND (GENERAL) 201-0000-101.00-00 (263,911.02) 0.00 (263,911.02)
REDEVELOPMENT AGENCY DEBT SER 230-0000-101.00-00 0.00 0.00 0.00
SUCCESSOR AGENCY RDA DEBT SER 231-0000-101.00-00 0.00 0.00 0.00 1

Total Debt Service Funds (263,911.02) 0.00 (263,911.02)

Capital Improvement Funds

CAPITAL IMPROVEMENTS (GENERAL) 301-0000-101.00-00 1,658,251.05 0.00 1,658,251.05
CAPITAL IMPROV.-OTHER SERVICES 304-0000-101.00-00 (4,208,743.92) 0.00 (4,208,743.92)
ESB / PARKING STRUCTURE & CITY ADMIN BL 305-0000-101.00-00 83,726.20 0.00 83,726.20

at 6/30/2012 as of 01/23/13 
(UNAUDITED)
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Fund Title
Account
Number

 Pooled 
Cash
101's 

 Investments
107's 

 Total
Pooled Cash &
Investments 

(UNAUDITED)

PUBLIC ART FUND  306-0000-101.00-00 574,314.93 0.00 574,314.93
CAPITAL PROJECTS-CLEARING FUND 399-0000-101.00-00 (3,316,018.18) 0.00 (3,316,018.18) 3

Total Capital Improvement Funds (5,208,469.92) 0.00 (5,208,469.92)

Permanent Funds

TRICENT ADMIN TRUST (UNEXP) 609-0000-101.00-00 8,370.87 0.00 8,370.87
HARTMAN & GARRETT (UNEXP) 610-0000-101.00-00 7,468.52 0.00 7,468.52
COS CHARITABLE IMPROV FNDTN 611-0000-101.00-00 8,797.09 81,235.70 90,032.79
ARTS ENDOWMENT 613-0000-101.00-00 102,679.86 0.00 102,679.86
C. K. KOLAK LIBRARY MEM TRUST (RIPON BR) 614-0000-101.00-00 190,030.18 0.00 190,030.18
BESS LARSON LIBRARY (EXP) 621-0000-101.00-00 1,381.45 0.00 1,381.45
G. CADY TRUST (EXP) 622-0000-101.00-00 11,155.85 0.00 11,155.85
E BLUM – GENERAL RECREATION 623-0000-101.00-00 2,025.80 0.00 2,025.80
E BLUM - PIXIE WOODS (EXP) 624-0000-101.00-00 9,663.34 0.00 9,663.34
E BLUM - RED FEATHER (EXP) 625-0000-101.00-00 13,291.35 0.00 13,291.35
ARLO CROSS (EXP) 626-0000-101.00-00 47,434.82 9,301.22 56,736.04
ANNE WAGNER (EXP) 627-0000-101.00-00 67,786.04 0.00 67,786.04
KIERSCH MEMORIAL (EXP) 628-0000-101.00-00 4,751.50 0.00 4,751.50
STOCKTON ARTS COMMISSION 641-0000-101.00-00 29,377.75 0.00 29,377.75
GENERAL GOVT EXPENDABLE TRUST 642-0000-101.00-00 76,600.42 0.00 76,600.42
PARKS & REC EXPENDABLE TRUSTS 643-0000-101.00-00 229,206.38 0.00 229,206.38
LIBRARY EXPENDABLE TRUSTS 644-0000-101.00-00 274,898.04 0.00 274,898.04
POLICE EXPENDABLE TRUSTS 645-0000-101.00-00 620,255.01 0.00 620,255.01
FIRE EXPENDABLE TRUSTS 646-0000-101.00-00 127,211.49 0.00 127,211.49
STOCKTON SPORTS COMMISSION 647-0000-101.00-00 1,587.13 0.00 1,587.13
PARKING GARAGES-W FARGO 679-0000-101.00-00 26,466.61 0.00 26,466.61
HOLIDAY PARK ASSESSMENT 680-0000-101.00-00 21,828.03 0.00 21,828.03
DEFERRED COMPENSATION       682-0000-101.00-00 0.00 0.00 0.00
PARKS & RECREATION TRUSTS 683-0000-101.00-00 300,984.34 0.00 300,984.34
LIBRARY & CULTURAL TRUST 684-0000-101.00-00 20,153.56 0.00 20,153.56
PUBLIC SAFETY - POLICE 685-0000-101.00-00 64,515.19 0.00 64,515.19
AREA OF BENEFITS FEES 686-0000-101.00-00 12,703,385.72 0.00 12,703,385.72
PUBLIC FACILITIES FEES-SEWD,SJAFCA,COG, SJ  687-0000-101.00-00 1,090,670.94 0.00 1,090,670.94
MISC AGENCY FUND 689-0000-101.00-00 5,642,240.74 0.00 5,642,240.74

Total Permanent Funds 21,704,218.02 90,536.92 21,794,754.94

Total Governmental Funds (184,804,974.61) 229,334,993.70 44,530,019.09

Proprietary Funds

Enterprise Funds

CENTRAL PARKING DISTRICT 416-0000-101.00-00 985,574.24 0.00 985,574.24

CENTRAL PARKING DIST BOND CONST 417-0000-101.00-00 (2,780.61) 0.00 (2,780.61)
STOCKTON WATER UTILITY 421-0000-101.00-00 35,313,947.90 0.00 35,313,947.90

WATER COP 423-0000-101.00-00 (5,398,215.88) 0.00 (5,398,215.88)
WATER CONNECTION FEES 424-0000-101.00-00 34,150.24 0.00 34,150.24

DELTA WATER SURFACE FEE 425-0000-101.00-00 295,409.52 0.00 295,409.52
WATER RATE STABILIZATION 426-0000-101.00-00 8,184,568.34 0.00 8,184,568.34
WATER - CAPITAL PROJECTS 427-0000-101.00-00 4,648,614.63 0.00 4,648,614.63
MUNICIPAL WASTEWATER UTILITY 431-0000-101.00-00 4,233,032.31 0.00 4,233,032.31
WASTEWATER COP 433-0000-101.00-00 (15,309.50) 0.00 (15,309.50)
WASTEWATER CONNECTION FEES 434-0000-101.00-00 19,647,805.84 0.00 19,647,805.84
WASTEWATER TREATMENT PLANT CIP 435-0000-101.00-00 0.00 0.00 0.00
WASTEWATER - CAPITAL PROJECTS 437-0000-101.00-00 9,428,745.32 0.00 9,428,745.32
STORM DRAINAGE 441-0000-101.00-00 2,270,210.77 0.00 2,270,210.77
STORM WATER-CAPITAL PROJECTS 447-0000-101.00-00 (76,741.27) 0.00 (76,741.27)
STORM DRAINAGE - CAPITAL PROJECTS 451-0000-101.00-00 0.00 0.00 0.00
GARDEN REFUSE COLLECTION 455-0000-101.00-00 619.38 0.00 619.38
DOWNTOWN MARINA COMPLEX 460-0000-101.00-00 291,608.96 0.00 291,608.96
GOLF COURSES 481-0000-101.00-00 (1,749,834.49) 0.00 (1,749,834.49)
UTILITY BILLING CUSTOMER SERVICE 498-0000-101.00-00 (726,581.72) 0.00 (726,581.72)

Total Enterprise Funds 77,364,823.98 0.00 77,364,823.98
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Internal Service Funds

INTERNAL SERV-VEHICLE FLEET EQUIP 501-0000-101.00-00 3,393,877.12 0.00 3,393,877.12
INTERNAL SERV-COMPUTER EQUIP 502-0000-101.00-00 5,683,880.64 0.00 5,683,880.64
INTERNAL SERV-RADIO EQUIPMENT 503-0000-101.00-00 387,823.03 0.00 387,823.03
INTERNAL SERV-TELEPHONE SERVICE 504-0000-101.00-00 707,495.97 0.00 707,495.97
INTERNAL SERV-OFFICE EQUIPMENT 505-0000-101.00-00 464,015.81 0.00 464,015.81
INTERNAL SERV-PRINTING & MAILING 508-0000-101.00-00 0.00 0.00 0.00
INTERNAL SERV-GENERAL INSURANCE 541-0000-101.00-00 2,539,873.78 0.00 2,539,873.78
INTERNAL SERV-WORKERS COMP 551-0000-101.00-00 14,612,084.16 0.00 14,612,084.16
INTERNAL SERV-HEALTH BENEFITS (EE) 552-0000-101.00-00 2,747,393.11 0.00 2,747,393.11
INTERNAL SERV-UNEMPLOY INSURANCE 556-0000-101.00-00 274,584.81 0.00 274,584.81
INTERNAL SERV - LTD & LIFE 557-0000-101.00-00 114,067.06 0.00 114,067.06
INTERNAL SERV-PUBLIC EMP RETIREMENT SYS561-0000-101.00-00 1,350,584.12 0.00 1,350,584.12
INTERNAL SERV –SEPARATION PAY BENEFITS 562-0000-101.00-00 71,304.32 0.00 71,304.32

Total Internal Service Funds 32,346,983.93 0.00 32,346,983.93

Total Proprietary Funds 109,711,807.91 0.00 109,711,807.91

Fiduciary Funds

Public Facilities Impact Fees

TRAFFIC SIGNALS-CITY WIDE 900-0000-101.00-00 79,415.23 0.00 79,415.23
TRAFFIC SIGNALS-ZONE #1 901-0000-101.00-00 286,814.16 0.00 286,814.16
TRAFFIC SIGNALS-ZONE #2 902-0000-101.00-00 239,627.15 0.00 239,627.15
TRAFFIC SIGNALS-ZONE #3 903-0000-101.00-00 127,317.45 0.00 127,317.45
TRAFFIC SIGNALS-ZONE #4 904-0000-101.00-00 6,220.18 0.00 6,220.18
STREET IMPROVEMENTS-CITY WIDE 910-0000-101.00-00 22,157,451.48 0.00 22,157,451.48
STREET IMPROVEMENTS-FA #3 & #4 913-0000-101.00-00 (1,071.03) 0.00 (1,071.03)
STREET IMPROVEMENTS-FA #5 & #6 915-0000-101.00-00 0.00 0.00 0.00
STREET IMPROVEMENTS-REGIONAL TRAFFIC 917-0000-101.00-00 1,484,907.07 0.00 1,484,907.07
COMMUNITY REC CENTER-CITY WIDE 920-0000-101.00-00 32,060.35 0.00 32,060.35
CITY OFFICE SPACE 930-0000-101.00-00 781,605.41 0.00 781,605.41
FIRE STATION-CITY WIDE 940-0000-101.00-00 92,003.57 0.00 92,003.57
LIBRARY-CITY WIDE 950-0000-101.00-00 9,148,925.48 0.00 9,148,925.48
POLICE STATION EXPANSION 960-0000-101.00-00 (189,692.48) 0.00 (189,692.48)
PARKLAND-CITY WIDE 970-0000-101.00-00 5,066,636.53 0.00 5,066,636.53
STREET TREES-CITY WIDE            978-0000-101.00-00 346,655.48 0.00 346,655.48
STREET SIGNS-CITY WIDE            979-0000-101.00-00 138,650.97 0.00 138,650.97
STREET LIGHTS-CITY WIDE 980-0000-101.00-00 129,194.69 0.00 129,194.69
STREET LIGHTS-FA #1 & # 2 981-0000-101.00-00 33,076.14 0.00 33,076.14
STREET LIGHTS-FA #3 & # 4 983-0000-101.00-00 79,179.17 0.00 79,179.17
STREET LIGHTS-FA #5 & # 6 985-0000-101.00-00 197,338.46 0.00 197,338.46
AIR QUALITY MITIGATION 990-0000-101.00-00 1,095,276.74 0.00 1,095,276.74
PUBLIC FACILITIES FEES - ADMIN 999-0000-101.00-00 126,236.80 0.00 126,236.80

Total Public Facilities Impact Fees 41,457,829.00 0.00 41,457,829.00

Redevelopment Agency Funds - Old

REDEVELOPMENT AGENCY 330-0000-101.00-00 (67.00) 0.00 (67.00) 4
WEST END AREA 334-0000-101.00-00 0.00 0.00 0.00
MIDTOWN PROJECT AREA 337-0000-101.00-00 (1,330.00) 0.00 (1,330.00) 4
SOUTH STOCKTON PROJECT AREA 338-0000-101.00-00 (1,373.00) 0.00 (1,373.00) 4
LOW & MODERATE INCOME HOUSING 339-0000-101.00-00 (501.04) 0.00 (501.04) 4
NORTH STOCKTON PROJECT AREA 340-0000-101.00-00 0.00 0.00 0.00
RDA 2006 BOND PROJECTS (SNI) 342-0000-101.00-00 0.00 0.00 0.00
MERGED WATERFRONT PROJECT AREA 343-0000-101.00-00 0.00 0.00 0.00
RDA ADMINISTRATION 344-0000-101.00-00 0.00 0.00 0.00

Total Redevelopment Agency funds - Old (3,271.04) 0.00 (3,271.04)

Redevelopment Agency Funds - Successor

SUCCESSOR-RDA ADMINISTRATION 633-0000-101.00-00 4,682.23 0.00 4,682.23
SUCCESSOR-RDA MIDTOWN 634-0000-101.00-00 350,440.10 0.00 350,440.10
SUCCESSOR-RDA SOUTH STKN 635-0000-101.00-00 81,142.63 0.00 81,142.63
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SUCCESSOR-RDA NORTH STKN 636-0000-101.00-00 48,961.87 0.00 48,961.87
SUCCESSOR-RDA WATERFRONT 637-0000-101.00-00 238,164.59 0.00 238,164.59
SUCCESSOR-RDA STRONG NGBH I 638-0000-101.00-00 0.00 0.00 0.00

SUCCESSOR AGENCY RDA DEBT SER 231-0000-101.00-00 3,127,405.13 0.00 3,127,405.13 1

SUCCESSOR AGENCY LOW & MODERATE 329-0000-101.00-00 0.00 0.00 0.00 2
Total Redevelopment Agency funds - Successor 3,850,796.55 0.00 3,850,796.55

Agency Funds

MELLO-ROOS UNDISTRIBUTED 250-0000-101.00-00 (127,362.90) 0.00 (127,362.90)
WESTON RANCH CFD 1 251-0000-101.00-00 3,519,661.07 0.00 3,519,661.07
BROOKSIDE ESTATES CFD 90-2 252-0000-101.00-00 3,924,475.86 0.00 3,924,475.86
SOUTH STKN INTERIM SEWER CFD 90-1 253-0000-101.00-00 1,319,286.97 0.00 1,319,286.97
SPANOS PARK CFD 90-4 254-0000-101.00-00 2,208,913.28 0.00 2,208,913.28
CAMERA EST CFD 2003-1 257-0000-101.00-00 235,803.92 0.00 235,803.92
DEV. FEE FIN. CFD 96-01 – SERIES A 259-0000-101.00-00 1,759.03 0.00 1,759.03
DEV. FEE FIN. CFD 96-01 – SERIES B 260-0000-101.00-00 145,257.00 0.00 145,257.00
ARCH RD. CFD 99-02 261-0000-101.00-00 1,237,714.40 0.00 1,237,714.40
SPANOS PARK WEST CFD 2001-1 262-0000-101.00-00 1,138,450.55 0.00 1,138,450.55
RIVER BEND CFD 2006-1 263-0000-101.00-00 315,397.24 0.00 315,397.24
NORTHBROOK CFD 2006-3 264-0000-101.00-00 345,831.72 0.00 345,831.72
Spanos Park Refi CFD 90-4/ AD91-1 280-0000-101.00-00 0.00 0.00 0.00
WESTON RANCH CFD 1 351-0000-101.00-00 71,645.92 0.00 71,645.92
BROOKSIDE ESTATES PHASE I CFD 90-2 352-0000-101.00-00 147,136.55 0.00 147,136.55
SOUTH STKN INTERIM SEWER M/R CFD 90-1 353-0000-101.00-00 1,591.84 0.00 1,591.84
SPANOS PARK CFD 90-4 354-0000-101.00-00 12,095.17 0.00 12,095.17
CFD #90-2 / BROOKSIDE PHASE II 355-0000-101.00-00 42,256.10 0.00 42,256.10
NO. STKN. OPEN SPACE 91-3 356-0000-101.00-00 1,034,714.82 0.00 1,034,714.82
ARCH RD CFD 99-02 361-0000-101.00-00 55,441.97 0.00 55,441.97
SPANOS PARK WEST CFD 2001-1 362-0000-101.00-00 16,337.94 0.00 16,337.94
RIVER BEND CFD 2006-1 363-0000-101.00-00 6,372.02 0.00 6,372.02
NORTHBROOK CFD 2006-3 364-0000-101.00-00 426.33 0.00 426.33
MARKS-ROOS BOND POOL 1997 380-0000-101.00-00 0.00 0.00 0.00
MARKS-ROOS BOND POOL 1998 381-0000-101.00-00 0.00 0.00 0.00
A/D UNDISTRIBUTED 701-0000-101.00-00 (57,176.23) 0.00 (57,176.23)
WEBER SPERRY A/D 88-1 773-0000-101.00-00 317,918.91 0.00 317,918.91
NORTH STOCKTON INTERIM SEWER A/D 88-2 776-0000-101.00-00 114,138.53 0.00 114,138.53
SPANOS PARK A/D 91-1 778-0000-101.00-00 631,314.08 0.00 631,314.08
STOCKTON AIRPORT BUS PK PH IV A/D 84-1 781-0000-101.00-00 1,049,938.74 0.00 1,049,938.74
ARCH ROAD REFINANCE A/D 84-2 782-0000-101.00-00 679,181.12 0.00 679,181.12
BLOSSOM RANCH A/D 93-1 784-0000-101.00-00 224,158.14 0.00 224,158.14
STOCKTON AIRPORT BUS PK PH V A/D 84-1 785-0000-101.00-00 106,903.64 0.00 106,903.64
LA MORADA A/D 96-04 786-0000-101.00-00 100,240.90 0.00 100,240.90
LITTLE JOHN CREEK A/D 97-01 787-0000-101.00-00 33,049.88 0.00 33,049.88
WEST EIGHTH ST REFUNDING A/D  90-5 788-0000-101.00-00 1,691,193.59 0.00 1,691,193.59
MORADA RANCH A/D 2000-1 789-0000-101.00-00 463,239.69 0.00 463,239.69
2001 COMBINED A/D REFUNDING (771, 776,7790-0000-101.00-00 163,732.11 0.00 163,732.11
MORADA NORTH A/D 2002-1 791-0000-101.00-00 404,742.68 0.00 404,742.68
WATERFORD ESTATES A/D 2002-03 792-0000-101.00-00 337,372.04 0.00 337,372.04
MOSHER A/D 2003-02 793-0000-101.00-00 1,306,295.21 0.00 1,306,295.21
WATERFORD ESTATES PH II A/D 2003-03 794-0000-101.00-00 216,713.89 0.00 216,713.89
MARCH LANE/ HOLMAN RD AD 2003-01 795-0000-101.00-00 181,374.47 0.00 181,374.47
2005 COMBINED A/D REFUNDING (784,786,7 796-0000-101.00-00 7,495.34 0.00 7,495.34
UNDISTRIBUTED 801-0000-101.00-00 0.00 0.00 0.00
WEST LANE CALAVERAS STORM #218 806-0000-101.00-00 341,287.42 0.00 341,287.42
THE LANDING #212 812-0000-101.00-00 40,748.01 0.00 40,748.01
SPANOS PARK #218 818-0000-101.00-00 1,672,774.45 0.00 1,672,774.45
STOCKTON BUSINESS PARK # 219 819-0000-101.00-00 276,736.38 0.00 276,736.38
STOCKTON AIRPORT PH IV 821-0000-101.00-00 307,510.18 0.00 307,510.18
ARCH ROAD REFINANCE III 822-0000-101.00-00 15,531.53 0.00 15,531.53
WESTERN PACIFIC IND PK REFUNDING 823-0000-101.00-00 9,067.84 0.00 9,067.84
BLOSSOM RANCH A/D 93-1 824-0000-101.00-00 1,001,232.36 0.00 1,001,232.36
STOCKTON AIRPORT PH V # 226 825-0000-101.00-00 5,823.45 0.00 5,823.45
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LA MORADA A/D 96-04 826-0000-101.00-00 553,057.46 0.00 553,057.46
1999 WEST EIGHTH ST A/D 90-5 828-0000-101.00-00 482.24 0.00 482.24
MORADA RANCH # 229 829-0000-101.00-00 400,557.62 0.00 400,557.62
2001 COMBINED A/D REFUNDING (771, 776,7830-0000-101.00-00 12,580.30 0.00 12,580.30
MORADA NORTH A/D 2002-1 831-0000-101.00-00 223,248.09 0.00 223,248.09
WATERFORD ESTATES A/D 2002-03 832-0000-101.00-00 428,204.86 0.00 428,204.86
MOSHER A/D 2003-02 833-0000-101.00-00 1,350,463.22 0.00 1,350,463.22
WATERFORD ESTATES PH II A/D 2003-03 834-0000-101.00-00 441,142.91 0.00 441,142.91
MARCH LANE/ HOLMAN RD AD 2003-01 835-0000-101.00-00 501,555.54 0.00 501,555.54

Total Agency Funds 31,207,037.39 0.00 31,207,037.39

Total Fiduciary Funds 76,512,391.90 0.00 76,512,391.90

Total all fund types 1,419,225.20 229,334,993.70 230,754,218.90

SUB TOTAL 1,419,225.20 229,334,993.70 230,754,218.90

OTHER ACCOUNTS:
CDBG Special Purpose Loans    053-0000-101.22-06 81,661.61 0.00 81,661.61
CDBG Special Purpose Loans    053-0000-101.22-08 176,016.70 0.00 176,016.70
City Admin. Bldg-Main St. Operations 085-0000-101.22.10 301,016.33 0.00 301,016.33
Rec Venue Operations 086-0000-101.13-03 27,936.00 27,936.00
Rec Venue Operations - Box Office 086-0000-101.13-04 628,272.00 628,272.00
Kemper Sports Operations 481-0000-101.22.12 1,819,855.56 0.00 1,819,855.56

SUB TOTAL 3,034,758.20 0.00 3,034,758.20

Vault Cash 010-0000-101.6X-00 21,790.00 0.00 21,790.00
Vault Cash 481-0000-101.60-03 800.00 0.00 800.00
Petty Cash 010-0000-101.70-00 1,400.00 0.00 1,400.00
Boat Launching - change fund 045-0000-101.70-00 500.00 0.00 500.00
Rec Venue Operations - change fund 086-0000-101.13-05 6,300.00 0.00 6,300.00

SUB TOTAL 30,790.00 0.00 30,790.00

Petty Cash-Central Parking Dist 416-0000-101.70-00 850.00 0.00 850.00
Downtown Marina Complex 460-0000-101.18-02 20,436.75 20,436.75
Petty Cash-Golf Courses 481-0000-101.70-00 500.00 0.00 500.00
Cash Investments - Water 421-0000-105.11-00 0.00 0.00 0.00
FNB Transfers in Transit 421-0000-101.40-00 74,058.11 74,058.11
FNB Transfers in Transit 421-0000-102.40-00 (74,058.11) (74,058.11)

SUB TOTAL 21,786.75 0.00 21,786.75

SUB TOTAL OTHER ACCTS 3,087,334.95 0.00 3,087,334.95

CASH POSITION-ALL FUNDS 4,506,560.15                 229,334,993.70                                          233,841,553.85           

1

2

3

4

5

The Successor Agency RDA Debt Service Fund has been reclassified and moved from the Debt Service Funds category to the Redevelopment Agency Funds - 
Successor category to reflect funds now held in a fiduciary capacity. 
The Low & Moderate Income Housing RDA Loans Fund has been reclassified and moved from the Redevelopment Agency Funds - Successor category to the 
Governmental Funds - Special Revenue Funds category to reflect funds held by the City.  

G:\FIN\priv\Accounting\2011-12\Cash & Investments\Cash Balance reports by Todd\[Cash Balances 06-30-12 at 01-23-13.xlsx]C & I for 06-30-12 at 
01-23-13 

There are pending expenditure allocations  for year end project close out.

There are pending entries to transfer costs to the Successor Agency.

Balances are interim and unaudited pending final adjustments in the investment income allocations.
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INDEPENDENT AUDITOR’S REPORT 
 
 
To the City Council of the 
City of Stockton, California 
 
We have audited the accompanying financial statements of the governmental activities, the business-type 
activities, each major fund, and the aggregate remaining fund information of the City of Stockton, 
California, as of and for the year ended June 30, 2011, which collectively comprise the City’s basic financial 
statements as listed in the Table of Contents.  These financial statements are the responsibility of the City’s 
management. Our responsibility is to express an opinion on these financial statements based on our audit.  
 
We conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards for financial audits contained in Government Auditing Standards, issued by the 
Comptroller General of the United States. Those standards require that we plan and perform the audit to 
obtain reasonable assurance as to whether the basic financial statements are free of material misstatement.  
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the basic 
financial statements.  An audit also includes assessing the accounting principles used and significant 
estimates made by management, as well as evaluating the overall financial statement presentation.  We 
believe that our audit provides a reasonable basis for our opinions. 
 
In our opinion, based on our audit, the basic financial statements referred to above present fairly, in all 
material respects, the financial position of the governmental activities, the business-type activities, each 
major fund, and the aggregate remaining fund information of the City as of June 30, 2011, and the 
respective changes in the financial position and cash flows where applicable thereof, listed as part of the 
basic financial statements for the year then ended, in conformity with accounting principles generally 
accepted in the United States of America. 
 
The accompanying financial statements have been prepared assuming that the City and Redevelopment 
Agency will continue as going concerns, that is the presumption that the City and Agency will be able to 
pay their expenses and debt service as they come due. As discussed in Note 17, there are conditions which 
raise doubts about this presumption, including the following:  
 
• On June 28, 2012, the City filed a case seeking bankruptcy protection and the adjustment of its 

liabilities under Chapter 9 of the United States Bankruptcy Code.  Also as discussed in Note 17, the 
City defaulted on certain debt payments subsequent to year end. 

 
• As of June 30, 2011 the Agency had no unrestricted cash balances. Tax increment revenue has shown 

severe downward trends over the last three years, and during the fiscal year 2010-11 the Agency 
reported $12.7 million for the year as compared to the $25.6 million reported in fiscal year 2008-09.  
These trends indicate financial distress of Redevelopment finances. 
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• As disclosed in Note 17, the State of California adopted ABx1 26 on June 28, 2011, which suspended 

all new redevelopment activities except for limited specified activities as of that date and dissolved 
Redevelopment Agencies.  However, on August 11, 2011, the California Supreme Court issued a partial 
stay of ABx1 26 and on December 28, 2011 validated its provisions.  As a result the Redevelopment 
Agency was dissolved on January 31, 2012 and its non-housing activities assumed by a Successor 
Agency.  

 
Management’s plans regarding these matters are also described in Note 17.  The financial statements do 
not include any adjustments that might result from the outcome of this uncertainty. 
 
As disclosed in Note 14, the City changed its method of accounting for governmental fund receivables 
which are not available for expenditure as of year end by removing the net asset effect from fund balance. 
The City also restated fund balances and net assets as of July 1, 2010 due to various corrections of errors.  
 
In accordance with Government Auditing Standards, we have also issued our report dated November 17, 
2012 on our consideration of the City’s internal control over financial reporting and on our tests of its 
compliance with certain provisions of laws, regulations, contracts, grant agreements and other matters. 
The purpose of that report is to describe the scope of our testing of internal control over financial 
reporting and compliance and the results of that testing, and not to provide an opinion on the internal 
control over financial reporting or on compliance. That report is an integral part of an audit performed in 
accordance with Government Auditing Standards and should be considered in assessing the results of our 
audit. 
 
Management’s Discussion and Analysis and other required supplementary information are not required parts 
of the basic financial statements but are supplementary information required by the Government Accounting 
Standards Board.  We have applied certain limited procedures, which consisted principally of inquiries of 
management regarding the methods of measurement and presentation of the required supplementary 
information.  However, we did not audit the information and express no opinion on it. 
 
Our audit was made for the purpose of forming an opinion on the basic financial statements taken as a 
whole.  The supplemental information listed in the Table of Contents is presented for purposes of 
additional analysis and is not a required part of the basic financial statements of the City.  Such 
information has been subjected to the auditing procedures applied in our audit of the basic financial 
statements and in our opinion is fairly stated in all material respects in relation to the basic financial 
statements taken as a whole. 
 
The introductory section and statistical section listed in the Table of Contents were not audited by us and 
we do not express an opinion on this information. 
 
 
 
 
November 17, 2012 
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