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Independent Auditors’ Report 

The Board of Directors 
Stockton Center Site Authority: 

Report on the Financial Statements 

We have audited the accompanying financial statements of the Stockton Center Site Authority (the Site 
Authority), a component unit of the California State University, which comprise the Statement of Net 
Position as of June 30, 2013 and 2012, and the related Statements of Revenues, Expenses, and Changes in 
Net Position and Statements of Cash Flows for the years then ended, and the related notes to the financial 
statements. 

Management’s Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with U.S. generally accepted accounting principles; this includes the design, implementation, 
and maintenance of internal control relevant to the preparation and fair presentation of statements that are 
free from material misstatement, whether due to fraud or error. 

Auditors’ Responsibility 

Our responsibility is to express an opinion on these financial statements based on our audits. We conducted 
our audits in accordance with auditing standards generally accepted in the United States of America. Those 
standards require that we plan and perform the audit to obtain reasonable assurance about whether the 
financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the auditors’ judgment, including the assessment 
of the risks of material misstatement of the financial statements, whether due to fraud or error. In making 
those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair 
presentation of the financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal 
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of 
accounting policies used and the reasonableness of significant accounting estimates made by management, 
as well as evaluating the overall presentation of the financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
audit opinion. 

Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the Stockton Center Site Authority as of June 30, 2013 and 2012, and the changes in 
its net position and its cash flows for the years then ended in accordance with U.S. generally accepted 
accounting principles. 
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The Site Authority has not presented the management’s discussion and analysis that U.S. generally 
accepted accounting principles required to supplement, although not required to be a part of, the basic 
financial statements. 

 

Irvine, California 
September 17, 2013 



STOCKTON CENTER SITE AUTHORITY
A Component Unit of the California State University

Statements of Net Position

June 30, 2013 and 2012

2013 2012

Assets:
Current assets:

Investments $ 1,610,314    1,729,069   
Other receivables 438    —    
Prepaid expense 8,543    8,254   

Total current assets 1,619,295    1,737,323   

Noncurrent assets:
Capital assets, net 4,205,746    4,403,385   

Total assets 5,825,041    6,140,708   

Liabilities:
Current liabilities:

Accounts payable 3,420    6,909   

Total liabilities 3,420    6,909   

Net position:
Net investment in capital assets 4,205,746    4,403,385   
Unrestricted 1,615,875    1,730,414   

Total net position $ 5,821,621    6,133,799   

See accompanying notes to financial statements.
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STOCKTON CENTER SITE AUTHORITY
A Component Unit of the California State University

Statements of Revenues, Expenses, and Changes in Net Position

Years ended June 30, 2013 and 2012

2013 2012

Operating revenues $ —     —    

Operating expenses:
Contractual services 1,457,143    1,375,392   
Depreciation 243,724    242,507   
Insurance 104,119    66,846   
General and administrative 21,004    21,004   

Total operating expenses 1,825,990    1,705,749   

Operating loss (1,825,990)   (1,705,749)  

Nonoperating revenues:
State appropriations, noncapital 1,500,000    1,500,000   
Investment income, net 13,812    8,446   

Total nonoperating revenues 1,513,812    1,508,446   

Decrease in net position (312,178)   (197,303)  

Net position, beginning of year 6,133,799    6,331,102   

Net position, end of year $ 5,821,621    6,133,799   

See accompanying notes to financial statements.
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STOCKTON CENTER SITE AUTHORITY
A Component Unit of the California State University

Statements of Cash Flows

Years ended June 30, 2013 and 2012

2013 2012

Cash flows from operating activity:
Payments to suppliers $ (1,586,482)   (1,462,180)  

Net cash used in operating activity (1,586,482)   (1,462,180)  

Cash flows from noncapital financing activity:
State appropriations, noncapital 1,500,000    1,500,000   

Net cash provided by noncapital financing activity 1,500,000    1,500,000   

Cash flows from capital and related financing activity:
Acquisition of capital assets (46,085)   (49,864)  

Net cash used in capital and related financing
   activity (46,085)   (49,864)  

Cash flows from investing activities:
Purchases of investments (1,685,112)   (1,840,304)  
Proceeds from sale of investments 1,803,867    1,843,902   
Investment income 13,812    8,446   

Net cash provided by investing activities 132,567    12,044   

Net change in cash and cash equivalents —     —    

Cash and cash equivalents at beginning of year —     —    

Cash and cash equivalents at end of year $ —     —    

Reconciliation of operating loss to net cash used in operating
activities:

Operating loss $ (1,825,990)   (1,705,749)  
Adjustments to reconcile operating loss to net cash used in

operating activities:
Depreciation 243,724    242,507   
Changes in assets and liabilities:

Increase in other receivables (438)   —    
Increase (decrease) in accounts payable (3,490)   1,037   
Decrease (increase) in prepaid expense (288)   25   

Net cash used in operating activity $ (1,586,482)   (1,462,180)  

See accompanying notes to financial statements.
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STOCKTON CENTER SITE AUTHORITY  
A Component Unit of the California State University 

Notes to Financial Statements 

June 30, 2013 and 2012 

 6 (Continued) 

(1) Description of Reporting Entity 

The Stockton Center Site Authority (the Site Authority) was formed on September 26, 2000 under and 
pursuant to a Joint Powers Agreement between the trustees of the California State University (the CSU 
Trustees) and the City of Stockton to create a mixed-use development of the property previously known as 
the Stockton Developmental Center (the Property) with a focus on providing educational, commercial, and 
residential opportunities. The Site Authority is governed by a board of seven members comprising three 
Stockton City Council members, three appointees of the California State University (CSU), and one 
member jointly appointed by the Mayor of the City of Stockton and the CSU. 

The Property, which was transferred by the state to the CSU Trustees in 1997, is located in the central 
portion of the City of Stockton in San Joaquin County and is surrounded by developed lands. Development 
of the 102-acre property entails the continued use, renovation, or demolition of existing buildings in 
addition to construction of new buildings. Full build-out of the proposed project would consist of 359 
residential units and result in approximately 640,000 square feet of commercial and educational space. 
Construction will occur in phases, whose timing and content will be determined by market conditions. 

The Site Authority is a component unit of the CSU and the financial transactions of the Site Authority are 
also included in the financial statements of the CSU. 

(2) Summary of Significant Accounting Policies 

(a) Basis of Presentation 

The accompanying financial statements for the Site Authority have been prepared under the 
standards promulgated by the Governmental Accounting Standards Board (GASB) using the accrual 
basis of accounting and economic resources measurement focus. Revenues are recorded when earned 
and expenses are recorded when a liability is incurred, regardless of the timing of related cash flows. 

The financial statements include a statement of net position, a statement of revenues, expenses, and 
changes in net position, and a statement of cash flows. The Site Authority is considered a 
special-purpose government. The Site Authority records revenue primarily from state appropriations, 
and investment income and, accordingly, has chosen to present its financial statements using the 
reporting model for special-purpose governments engaged only in business-type activities. This 
model allows all financial information for the Site Authority to be reported in a single column in 
each of the financial statements. 

(b) Classification of Current and Noncurrent Assets (Other than Investments) and Liabilities 

The Site Authority considers assets to be current when they can reasonably be expected, as part of its 
normal business operations, to be converted to cash and be available for liquidation of current 
liabilities within 12 months of the statement of net position date. Liabilities that reasonably can be 
expected, as part of normal Site Authority business operations, to be liquidated within 12 months of 
the statement of net position date are considered to be current. All other assets and liabilities are 
considered to be noncurrent. 



STOCKTON CENTER SITE AUTHORITY  
A Component Unit of the California State University 

Notes to Financial Statements 

June 30, 2013 and 2012 

 7 (Continued) 

(c) Cash Equivalents and Statement of Cash Flows 

The Site Authority considers highly liquid investments with an original maturity date of 
three months or less to be cash equivalents. The Site Authority considers amounts included in the 
CSU Consolidated Investment Pool to be investments. The statements of cash flows are prepared 
using the direct method. 

(d) Investments 

Investments are reflected at fair value using quoted market prices. Realized and unrealized gains and 
losses are included in the accompanying statements of revenues, expenses, and changes in net 
position as a component of investment income, net. 

Investments that are used for current operations are classified as short-term investments. Investments 
that are restricted for withdrawal or use for other than current operations, designated or restricted for 
the acquisition or construction of noncurrent assets, designated or restricted for the liquidation of the 
noncurrent portion of long-term debt, and restricted as to the liquidity of the investments are 
classified as other long-term investments. 

(e) Capital Assets 

Capital assets are stated at cost or estimated historical cost if purchased. Capital assets, including 
infrastructure, with an original value of $5,000 or more and with a useful life of one year or more, 
are capitalized. Capital assets, with the exception of land and land improvements and construction 
work in progress, are depreciated on a straight-line basis over their estimated useful lives, which 
range from 5 to 40 years. 

Depreciation expense is shown separately in the statement of revenues, expenses, and changes in net 
position rather than being allocated among other categories of operating expenses. 

(f) Net Position 

The Site Authority’s net position is classified into the following net position categories: 

Net Investment in Capital Assets: Capital assets, net of accumulated depreciation. 

Unrestricted: All other categories of net position. In addition, unrestricted net position may be 
designated for use by the Site Authority. 

The Site Authority has adopted a policy of utilizing restricted funds, when available, prior to 
unrestricted funds. 

(g) Classification of Revenues and Expenses 

The Site Authority considers operating revenues and expenses in the statements of revenues, 
expenses, and changes in net position to be those revenues and expenses that result from exchange 
transactions or other activities that are connected directly to the Site Authority’s primary functions. 
Exchange transactions include the acquisition of goods and services. Certain other transactions are 
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reported as nonoperating revenues and expenses in accordance with GASB requirements. These 
nonoperating activities include the Site Authority’s receipt of state appropriations and investment 
income. 

The State appropriates funds to the Site Authority on an annual basis. Appropriations are recognized 
as revenue in general when authorization is received and are reported as either noncapital 
appropriations when used to support general operations or capital appropriations when used for 
capital projects. 

(h) Income Taxes 

The Site Authority was formed pursuant to Articles 1–4, Chapter 5, division 7, title 1 of the 
Government Code of the State of California and, as a governmental entity, is not subject to federal or 
state income taxes. 

(i) Use of Estimates 

The preparation of financial statements in conformity with U.S. generally accepted accounting 
principles requires management to make estimates and assumptions that affect the reported amounts 
of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial 
statements and the reported amounts of revenues and expenses during the reporting period. Actual 
results could differ from those estimates. 

(j) New Pronouncements 

In December 2010, the GASB issued Statement No. 62, Codification of Accounting and Financial 
Reporting Guidance Contained in Pre-November 30, 1989 FASB and AICPA Pronouncement, 
effective for the Authority’s fiscal year beginning July 1, 2012. The objective of this statement is to 
incorporate into the GASB’s authoritative literature certain accounting and financial reporting 
guidance that is included within the Financial Accounting Standards Board Statements and 
Interpretations, Accounting Principles Board Opinions, and Accounting Research Bulletins of the 
American Institute of Certified Public Accountants' Committee on Accounting Procedure 
pronouncements issued on or before November 30, 1989, which does not conflict or contradict 
GASB pronouncements.  

In June 2011, the GASB issued Statement No. 63, Financial Reporting of Deferred Outflows of 
Resources, Deferred Inflows of Resources, and Net Position, effective for the Authority’s fiscal year 
beginning July 1, 2012. This Statement provides financial reporting guidance for reclassifying 
certain items that were previously reported as assets and liabilities as deferred outflows of resources 
of deferred inflows of resources.  
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A Component Unit of the California State University 

Notes to Financial Statements 

June 30, 2013 and 2012 
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(3) Investments 

At June 30, 2013 and 2012, the Site Authority’s investment portfolio consists of investments held in the 
CSU Consolidated Investment Pool. For the CSU Consolidated Investment Pool, separate accounting is 
maintained as to the amounts allocable to the various funds and programs. 

(a) Investment Policy 

State law and regulations require that surplus monies of the Site Authority must be invested. The 
primary objective of the Site Authority’s investment policy is to safeguard the principal. The 
secondary objective is to meet the liquidity needs of the Site Authority. The third objective is to 
return an acceptable yield. The Site Authority’s investment policy authorizes funds held in local trust 
accounts under Education Code Sections 89721 and 89724 to be invested in any of the securities 
authorized by Government Code Section 16430 and Education Code Section 89724, subject to 
certain limitations. In general, the Site Authority’s investment policy permits investments in 
obligations of the federal and California state governments, certificates of deposit, and certain other 
investment instruments. 

(b) Interest Rate Risk 

Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of an 
investment. Generally, the longer the maturity of an investment, the greater the sensitivity of its fair 
value to changes in market interest rates. The CSU has formal duration guidelines to manage its 
interest rate risk. The duration guidelines include limits on the maximum maturity of any individual 
investment in the portfolio and average duration of the investment portfolio. One of the ways that the 
CSU manages its exposure to interest rate risk is by purchasing a combination of short-term and 
mid-term investments and by timing cash flows from maturities so that a portion of the portfolio is 
maturing or nearing maturity evenly over time as necessary to provide the cash flow and liquidity 
needed for operations. The CSU identifies and manages the interest rate risk inherent in its portfolio 
by measuring the weighted average maturity of its portfolio. The weighted average maturity of the 
Site Authority’s allocated share of the CSU Consolidated Investment Pool for each investment type 
as of June 30, 2013 and 2012 is presented in the following table. The Site Authority’s policy related 
to interest rate risk is the same as the CSU’s, which contains guidelines related to interest rate risk. 

(c) Credit Risk 

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. The Site Authority’s policy related to credit risk is the same as the CSU’s, which 
contains guidelines related to credit risk. 
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The following table presents the fair value, weighted average maturity, and actual rating by 
investment type of the Site Authority’s allocated share of the CSU Consolidated Investment Pool as 
of June 30, 2013: 

Weighted
average Rating as of June 30, 2013

Fair maturity Not
Investment type value (in years) AAA Aa A rated

Money market mutual funds $ 5,853  —  $ 2,552  —  —  3,301  
Commercial paper 15,765  0.20  —  —  15,765  —  
Certificates of deposit 168,336  0.38  —  5,365  162,971  —  
U.S. agencies 504,256  1.69  —  504,256  —  —  
Repurchase agreements 14,189  —  —  —  14,064  125  
Corporate and fixed income

securities 542,878  2.23  77,945  132,688  332,245  —  
Municipal securities 2,240  8.03  —  2,240  —  —  
Mortgage-backed securities 24,971  1.60  —  19,439  5,532  —  

Total 1,278,488  $ 80,497  663,988  530,577  3,426  

Not subject to rating:
U.S. Treasury securities 331,826  1.61  

Total investment $ 1,610,314  

 

The following table presents the fair value, weighted average maturity, and actual rating by 
investment type of the Site Authority’s allocated share of the CSU Consolidated Investment Pool as 
of June 30, 2012: 

Weighted
average Rating as of June 30, 2012

Fair maturity Not
Investment type value (in years) AAA Aa A rated

Money market mutual funds $ 3,970  —  $ 44  —  —  3,926  
Commercial paper 8,420  0.23  —  —  8,420  —  
Certificates of deposit 99,392  0.61  —  45,193  54,199  —  
U.S. agencies 471,344  1.70  —  471,344  —  —  
Repurchase agreements 8,821  0.01  —  —  8,821  —  
Corporate and fixed income

securities 398,097  1.74  57,331  112,189  228,577  —  
Municipal securities 10,714  2.00  —  10,714  —  —  
Mortgage-backed securities 4,441  7.86  —  4,441  —  —  
SAIF 484,139  0.82  —  —  —  484,139  

Total 1,489,338  $ 57,375  643,881  300,017  488,065  

Not subject to rating:
U.S. Treasury securities 239,731  1.71  

Total investments $ 1,729,069  
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Notes to Financial Statements 

June 30, 2013 and 2012 
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(d) Concentration of Credit Risk 

The Site Authority’s investment policy contains no limitations on the amount that can be invested in 
any one issuer beyond that stipulated by the California Government Code. 

As of June 30, 2013, the following allocation of CSU Consolidated Investment Pool (other than 
investments in U.S. government, mutual funds, and external investment pools) represented 5% or 
more of the Site Authority’s investment portfolio: Federal National Mortgage Association (Fannie 
Mac) totaling $141,476 or 9%, Federal Home Loan Mortgage Corporation (Freddie Mac) totaling 
$129,620 or 8%, Federal Home Loan Banks Office of Finance totaling $124,886 or 8%, and Federal 
Farm Credit Banks Consolidated Systemwide Bonds totaling $103,651 or 6%. As of June 30, 2012, 
the following allocation of CSU Consolidated Investment Pool (other than investments in 
U.S. government, mutual funds, and external investment pools) represented 5% or more of the Site 
Authority’s investment portfolio: Federal Home Loan Banks Office of Finance totaling $157,436 or 
9%, Federal Home Loan Mortgage Corporation (Freddie Mac) totaling $135,345 or 8%, Federal 
Farm Credit Banks Consolidated Systemwide Bonds totaling $91,607 or 5%, Federal National 
Mortgage Association (Fannie Mac) totaling $90,495 or 5%, and State Agency Investment Fund 
(SAIF) totaling $484,139 or 28%. 

(e) Risks and Uncertainties 

The Site Authority may invest in various types of investment securities. Investment securities are 
exposed to various risks, such as interest rate, market, and credit risks. Due to the level of risk 
associated with certain investment securities, it is at least reasonably possible that changes in the 
values of investment securities will occur in the near term and that such changes could materially 
affect the amounts reported in the statements of net position. 

The Site Authority invests in securities with contractual cash flows, such as asset-backed securities 
and mortgage-backed securities. The value, liquidity, and related income of these securities are 
sensitive to changes in economic conditions, including real estate value, delinquencies or defaults, or 
both, and may be adversely affected by shifts in the market’s perception of the issuers and changes in 
interest rates. 
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(4) Capital Assets 

Capital asset activities for the year ended June 30, 2013 consisted of the following: 

Beginning Ending
balance Additions Transfers balance

Nondepreciable capital assets:
Land and land improvements $ 255,419   —    —    255,419   
Construction work in progress 41,438   46,085   (22,435)  65,088   

Total nondepreciable
capital assets 296,857   46,085   (22,435)  320,507   

Depreciable capital assets:
Buildings and building improvements 11,953,075   —    22,435   11,975,510   
Improvements other than buildings 727,581   —    —    727,581   
Infrastructure 1,085,496   —    —    1,085,496   
Personal property:

Equipment 135,938   —    —    135,938   

Total depreciable capital
assets 13,902,090   —    22,435   13,924,525   

Total cost 14,198,947   46,085   —    14,245,032   

Less accumulated depreciation:
Buildings and building

improvements (9,141,804)  (142,143)  —    (9,283,947)  
Improvements other than buildings (384,018)  (72,758)  —    (456,776)  
Infrastructure (141,385)  (27,138)  —    (168,523)  
Personal property:

Equipment (128,355)  (1,685)  —    (130,040)  

Total accumulated
depreciation (9,795,562)  (243,724)  —    (10,039,286)  

Net capital assets $ 4,403,385   (197,639)  —    4,205,746   

 



STOCKTON CENTER SITE AUTHORITY  
A Component Unit of the California State University 

Notes to Financial Statements 

June 30, 2013 and 2012 

 13 (Continued) 

Capital asset activities for the year ended June 30, 2012 consisted of the following: 

Beginning Ending
balance Additions balance

Nondepreciable capital assets:
Land and land improvements $ 255,419   —    255,419   
Construction work in progress —    41,438   41,438   

Total nondepreciable capital
assets 255,419   41,438   296,857   

Depreciable capital assets:
Buildings and building improvements 11,953,075   —    11,953,075   
Improvements other than buildings 727,581   —    727,581   
Infrastructure 1,085,496   —    1,085,496   
Personal property:

Equipment 127,512   8,426   135,938   

Total depreciable capital
assets 13,893,664   8,426   13,902,090   

Total cost 14,149,083   49,864   14,198,947   

Less accumulated depreciation:
Buildings and building improvements (9,000,035)  (141,769)  (9,141,804)  
Improvements other than buildings (311,260)  (72,758)  (384,018)  
Infrastructure (114,248)  (27,137)  (141,385)  
Personal property:

Equipment (127,512)  (843)  (128,355)  

Total accumulated
depreciation (9,553,055)  (242,507)  (9,795,562)  

Net capital assets $ 4,596,028   (192,643)  4,403,385   

 

(5) Property Management 

Effective October 23, 2002, the Site Authority entered into an Agreement (the Agreement) with a third 
party to manage and develop the Property. The term of the Agreement is for 50 years, with four 10-year 
renewal options. The developer is responsible for property management and maintenance services, 
collections of rents, lease administration, and completion of a Master Development Plan for the Property. 
The Agreement provides for equal monthly payments by the Site Authority totaling $1,350,000 annually, 
the availability of which is dependent on an annual appropriation by the California State Legislature. In the 
event the California State Legislature reduces its annual appropriation, the Agreement allows for 
corresponding reductions in the payment to the developer and the scope of services to be performed. For 
the fiscal year ended June 30, 2013 and 2012, the Site Authority paid a total amount of $1,350,000 and 
$1,350,000, respectively, to the property manager and is recorded as part of the Site Authority’s 
contractual services operating expenses. 
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(6) Leases 

On January 15, 2002, the Site Authority entered into a ground lease with the trustees of the CSU Trustees 
for the Property. The term of the lease is for 50 years, with four 10-year renewal options. The annual lease 
payment of $1 per year was paid in advance of the initial lease term, and will be due and payable in 
advance of each renewal option. 

On October 23, 2002, the Site Authority entered into a master ground sublease with the property 
management company for the Property. The term of the lease is for 50 years, with four 10-year renewal 
options. The annual lease payment of $1 per year was received in advance of the initial lease term. If the 
property management company should wish to renew any of its options, the annual rental payment of 
$1 per year will be due in advance of the beginning of each renewal option period. 

(7) Related-Party Transactions 

In May 2011, the Site Authority Board approved $300,000 funding to make improvements and purchase 
equipment for a permanent location within the Acacia building within the Site Authority. In July 2012, the 
Site Authority Board also approved $200,000 funding for Academic Technology Program Upgrade and 
Acacia building infrastructure repairs within the Site Authority. The Site Authority utilizes the CSU 
Stanislaus Campus (the Campus) to oversee the projects.  

As of June 30, 2013 and 2012, the Site Authority has depleted $151,478 and $49,864 of the approved 
funds respectively to pay for the related expenditures. These expenditures were either capitalized as part of 
capital assets (note 4) or expensed as part of Contractual Services. As of June 30, 2013 and 2012, the 
unspent funding commitments totaling $348,522 and $250,136, respectively, are included in Investments 
(refer to note 3). 

(8) Pollution Remediation Obligations 

Due to the previous excavation of underground storage tanks, the Site Authority is obligated to perform 
pollution monitoring activities such as groundwater monitoring, investigation, and reporting. There has 
been no triggering event that mandates that the Site Authority remediate the soil. The annual cost to be 
incurred to carry out the required monitoring is $50,000. 


