
                MARY JO WALKER, AUDITOR-CONTROLLER 
              701 OCEAN STREET, SUITE 100, SANTA CRUZ, CA 95060-4073 
                                 (831) 454-2500  FAX  (831) 454-2660 
 
 
         

 
 
 
Oversight Board of the City of Scotts Valley Redevelopment Successor Agency 
1 Civic Center Drive 
Scotts Valley, CA 95066 
 
 
April 2, 2012 
 
Subject: Certification of the Recognized Obligation Payment Schedule 
 
Executive Summary  
 
Health and Safety Code section 34182 requires the County Auditor-Controller to conduct or cause to 
be conducted an agreed-upon procedures audit of each former redevelopment agency (RDA) in their 
respective county by July 1, 2012, and to certify each of the former RDA’s draft Recognized 
Obligation Payment Schedule (ROPS) by April 15, 2012. The procedures listed in this report were 
agreed to by the State Controller’s Office, Department of Finance, and representatives from the 
offices of various county Auditor-Controllers as part of the agreed-upon procedures audit. The scope 
of work performed to determine the certification of the ROPS was limited to performing those 
procedures and reporting the results. 
 
The firm of C.G. Uhlenberg LLP, Certified Public Accountants of Redwood City, California, was 
hired by the County Auditor-Controller to conduct the agreed-upon procedures audit and to perform 
many of the steps reflected below in the Certification Scope. The work was performed to assist the 
County Auditor-Controller in certify the ROPS. 
 
Attachment A is the Recognized Obligation Payment Schedule, which the Santa Cruz County 
Auditor-Controller hereby certifies. 
 
The results of the certification found that 23 of the 23 items listed on the draft ROPS dated March 
30, 2012, were certified.  
 
 
History of ABX1 26 
On June 29, 2011, Governor Brown signed into law ABX1 26, which suspended and dissolved 
redevelopment agencies effective October 1, 2011.  ABX1 27, a companion bill, exempted 
redevelopment agencies from dissolution if the participating city or county adopted an ordinance 
agreeing to voluntarily pay additional tax increments to schools and special districts. The California 
Supreme Court upheld ABX1 26, but overturned ABX1 27. 
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Summary of ABX1 26 
 
The California Health and Safety Code set forth requirements relating to the dissolution of the 
former redevelopment agencies.   
 
Health and Safety Code section 34182 requires the County Auditor-Controller to conduct or cause to 
be conducted an agreed-upon procedures audit of each RDA in the County by July 1, 2012. The 
purpose of the audits is to establish each RDA’s assets and liabilities, determine each passthrough 
payment obligation to other taxing agencies, to determine any indebtedness incurred by the RDA 
and to certify the draft ROPS.  
 
Health and Safety Code section 34177 requires an initial draft ROPS be prepared by the Successor 
Agency for the enforceable obligations1 of the former RDA by March 1, 2012, for the period January 
1, 2012, through June 30, 2012. The County Auditor-Controller must submit the ROPS certification 
report to the Successor Agency Oversight Board, and the Successor Agency must approve and 
submit the certified ROPS to the State Controller's Office and the Department of Finance by April 
15, 2012.  

 
Certification Scope  

 
1. Inspect evidence that the initial draft ROPS was prepared by March 1, 2012.  

 
2. Determine that the draft ROPS was approved by the Successor Agency’s governing board.  

 
3. Inspect evidence that the draft ROPS includes monthly scheduled payments for each enforceable 

obligation for the current six-month reporting time period.  
 

4. Verify that each enforceable obligation has a funding source assigned which may include: Low 
and Moderate Income Housing Fund, bond proceeds, reserve balances, administrative cost 
allowances, RDA Property Tax Trust fund, or other (rents, asset sale, etc.) 
 

 
____________________________________________________________________________ 

1 An enforceable obligation includes items such as bonds issued by the former RDA, loans 
borrowed by the former RDA,  judgments and settlements entered by a court of law, any 
legally binding and enforceable agreement or contract not otherwise void as violating debt 
limit or public policy, contracts or agreements necessary for the operation of the Successor 
Agency. 
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5. Tie each enforceable obligation listed on the draft ROPS to the specific ABX1 26 code section 
that provides for inclusion.  
 

6. Prepare a cash-needs analysis for each six-month increment from January 1, 2012, through the 
life of the debt and note any balloon payments or reserve requirements. 
 

7. Select a sample (based on dollar amount and/or percentage amount as determined by the Santa 
Cruz County Auditor-Controller) and trace enforceable obligations listed on the draft ROPS to 
the legal document that forms the basis for the obligation. 
 

8. Trace the obligations enumerated on the draft ROPS to the obligations enumerated on the EOPS 
(including amendments) and note any material differences. 

 
This report is intended solely for the information and use of the Santa Cruz County Auditor-
Controller, the Successor Agency, the Oversight Board, and applicable State agencies, and is not 
intended to be, and should not be used by anyone other than these specified parties. This restriction 
is not intended to limit distribution of this report, which is a matter of public record.  
 

 
 
Mary Jo Walker, CPA 
Auditor-Controller 
 
 
 
 
 
 
cc:  Successor Agency for the former City of Scotts Valley RDA 
 
 
 
Attachment A: Obligations Requiring Additional Oversight Board Approval 
Attachment B: Certified Recognized Obligation Payment Schedule 
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OBLIGATIONS REQUIRING ADDITIONAL OVERSIGHT BOARD APPROVAL 
  
 
The repayment terms on the following three enforceable obligations must be approved by the Scotts 
Valley Redevelopment Successor Agency Oversight Board.  No payments against these obligations 
should be made until that approval has occurred. 
 
 
 
A. Loan Agreement with the City of Scotts Valley (#6 of the ROPS) for $2,109,565 

 
This loan is an enforceable obligation, but the loan repayment terms have expired and must 
be renegotiated between the Scotts Valley Redevelopment Successor Agency and its 
Oversight Board.  The loan represented a portion of the Agency’s initial start-up costs.  The 
agreement, dated September 18, 1991, called for repayment over 20 years, which would have 
been by September 18, 2011. 

 
 

 
B. Loan to the Scotts Valley Successor Housing Agency for SERAF Loan (#15 on the ROPS) 

for $1,494,011. 
  

C. Loan to Scotts Valley Successor Housing for ERAF Loan (#16 on the ROPS) in the amount 
of $484,214. 

 
Health and Safety Code 34171(d)(1)(G) which was added by ABX1 26 defines enforceable 
obligations to include “Amounts borrowed from or payment owing to the Low and Moderate 
Income Housing Fund of a redevelopment agency, which had been deferred as of the 
effective date of the act adding this part, provided, however, that the repayment schedule is 
approved by the Oversight Board.”  

 
 
 

ATTACHMENT A 
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